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For  Reference 


Not  to  be  taken  from  this  room 
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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 


FORD  OF  EUROPE 


Is  the  Multinational  Company  Irresistible? 
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the  surging  economy  in  Brazil? 


Can  he  tell  you  what  will  happen  to  Brazil's 
trade  balance  in  the  next  few  years?  Can  he 
tell  you  where  and  how  Brazil's  rapid  growth 
will  be  felt  around  the  world? 

A  Chaseman  can. 

Can  your  banker  tell  you  how  economic 
trends  in  the  U.S.  and  Europe  will  affect  Brazil? 
How  Brazil's  rapid  growth  will  influence  its 
economic  structure.  Can  he  tell  you  about 
prospects  for  future  investment  in  Brazil? 

A  Chaseman  can. 

Chase  Manhattan's  huge  worldwide  net 
work  of  branches,  associated  banks  and  repre 
sentative  offices  reacts  quickly  to  unexpected 
political  and  economic  events.  Our  special 
analysts  often  anticipate  these  changes.  They 
understand  what  consequences  these  events 
can  have  on  your  international  business.  They 
carefully  evaluate  courses  of  action  for  you  to 
follow.  And  our  sophisticated  communica 
tions  network  loses  little  time  executing  your 
decisions. 

When  you  want  to  do  business  on  a  multi- 
national scale  in  Mexico,  Central  and  South 


America— or  anywhere  else  in  the  world- 
speak  to  Chase  first. 

Chase  Network  Latin  America: 

Offices  in:  ARGENTINA,  BRAZIL,  DOMINICAN 
REPUBLIC,  MEXICO,  PANAMAANDCANAL 
ZONE,  PUERTO' RICO,  VENEZUELA.  And  over 
40  branches  throughout  the  Caribbean.  Asso- 
ciated Banks:  ARGENTINA,  Banco  Argentine 
de  Comercio;  BRAZIL,  Banco  Lar  Brasileiro, 
S.A.;  COLOMBIA,  Banco  del  Comercio;  HON- 
DURAS, Banco  Atlantida,  S.A.;  BRITISH  HON- 
DURAS, Atlantic  Bank,  Ltd.;  VENEZUELA, 
Banco  Mercantil  y  Agricola,  C.A.  Affiliated  Cor- 
porations: COSTA  RICA,  Chase  Manhattan, 
Costa  Rica,  S.A. 

You  have  a  friend  at  ^^ 

THE  CHASE  MANHATTAN  BANK  ■  | 

1  Chase  Manhattan  Plaza,  New  York,  NY   10015/Member  F.D.I. C.     ^^^ 
CHASE  MANHATTAN  INTERNATIONAL  BANKING  CORPORATION 
SOOWilshireBoulevard.  Los  Angeles,  California  9001 7 
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Who's  going  to  save  the  $19,800 
to  give  your  son  his  job? 


Without  modern  machines  (office  and  factory)  in  this  country,  there  can 
be  no  well-paid  jobs  (you  don't  want  your  son  pushing  a  broom  when  he 
grows  up).  And  without  savings  to  buy  them,  there  can  be  no  modern 
machines. 

An  average  job  in  an  American  factory  requires  $19,800  in  capital  to 
pay  for  that  job's  share  of  plant  and  equipment.  There  are  two  places  this 
$19,800  comes  from  —  the  factory's  profits,  or  personal  savings,  yours  and 
mine.  So  wasteful  government  whose  taxes  make  profits  difficult,  and  infla- 
tion which  shrinks  individuals'  savings,  are  in  a  very  real  sense  jeopardizing 
your  son's  future. 


Warner  &  Swasey's  new  1-SC  numerically  controlled 
turning  machine  contributes  to  a  new  high  in 
productivity. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Only  one  communications  company 

keeps  85,000  installation  and 
maintenance  vehicles  on  the  road. 


That  company  includes,  of 
course,  your  local  Bell  Company. 

With  230,000  men  and  women 
assigned  to  installation  and  mainte- 
nance. 

With  more  than  85,000  vehi- 
cles serving  as  depots  on  wheels, 
ready  to  get  your  communications 
equipment  in  and  back  to  work  fast. 

With  1800  Bell  System  Repair 
Service  Centers  all  across  the  country 
you  can  call  day  or  night. 
All  of  this  says  big,  fast,  and  reliable.  It  also  says  small,  fast, 
and  reliable. 

Because  we  operate  all  across  the  country,  in  cities.  Towns. 
Neighborhoods. 

Your  call  for  help  is  never  Long  Distance.  With  us,  it's  always 
a  local  call. 

When  it  comes  to  service,  Bell  System  maintenance  is  one  of 
the  best  bargains  in  your  telephone  bill. 
AT&T  and  your  local  Bell  Company. 
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American  President  Lines  is  ready  for  action 
with  the  ships . . .  the  systems . . .  the  people! 

The  Ships— The  new  President  Van  Buren  means 
business  for  shippers.  It's  the  first  of  twelve  new 
APL  containerships  sailing  into  a  new  era  of  inter- 
national trade  under  the  U.S.  flag.  Today,  more  than 
ever,  businessmen  need  the  distribution  capability 
of  a  fast,  computerized  fleet  of  modern  container- 
ships.  That's  why  APL  is  investing  more  than  $100 
million  in  a  total  action  task  force  of  22  ships . . . 
and  a  whole  new  idea  in  total  distribution. 

The  Systems— Our  idea  is  to  provide  the  kind  of 
service  that  reduces  the  total  cost  of  distribution. 
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It  works.  Our  containerization  systems  were 
pioneered  a  decade  ago.  APL  makes  sure 
containers  are  available  in  the  right  size 
place,  at  the  right  time.  APL's  Container  Terminals 
are  computerized  gateways  to  a  rapidly  expanding  • 
system  of  interline  and  inter-modal  networks . . . 
from  Peoria  to  Penang  and  back.  APL's  new  system 
of  documentation  via  DATEL  satellite  means  docu- 
ment transmission  at  the  speed  of  light.  And,  APL's 
dynamic  system  of  world-wide  trade  assistance 
provides  the  kind  of  local  information,  contacts  and 
technical  advice  that  helps  shippers  enter  new 
markets  round  the  world.  We've  been  in 
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I  business  of  foreign  trade  for  over  a  century. 

know  the  territory. 
'e  People-APL  has  the  ships,  the  equipment,  the 
Jems ...  but  behind  these  facilities  stand  the 
tion  People.  They're  a  task  force  of  specialists  in 
al  distribution.  They  know  shippers'  problems, 
ey've  studied  the  job.  They  know  the  economics, 
here's  a  way  to  lower  the  total  cost  of  distribution, 
9  Action  People  will  find  it.  Even  if  we  don't  ship 
ur  goods  now,  we're  banking  on  next  time.  This 
Dur  promise  to  shippers;  When  you  call  American 
esident  Lines -you'll  get  action' 

L. .  .The  Action  People  Line! 
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World  Headquarters  601  California  Street, 

San  Francisco,  California  94108 

Offices  in  principal  cities  throughout  the  world. 


Ashland  Oil: 

What  we  are  and 

where  we're  going 
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Ashland  Oil  historically  has  had  a  special  talent  for 
making  a  profit  from  petroleum  refining,  marketing 
and  transportation. 

In  recent  years  we've  complemented  this  basic 
strength  by  developing  a  strong  position  in  oil  and 
gas  exploration,  chemicals,  road  construction  and 
most  recently  coal. 

LOOK  AT  THE  FIRST  SIX  MONTHS  OF  FISCAL  72: 

The  six-month  period  ended  March  31  reflects  both 
the  strength  and  diversity  of  Ashland.  Earnings  were 
a  record  $1.22  a  share,  up  20  per  cent  over  the  cor- 
responding period  of  1971.  Pacing  the  advance 
were: 

Ashland  Chemical,  which  showed  a  75  per  cent 
increase  in  earnings. 

Ashland  Resources,  whose  road  building  activi- 
ties recorded  a  54  per  cent  increase  in  profits. 

Ashland  Petroleum,  whose  profits  increased  3.5 
per  cent  despite  severe  price  competition  in  gas- 
oline marketing. 

WE  ALSO  MADE  TWO  OIL  AND  GAS 
ACQUISITIONS 

The  properties  of  the  Union  Carbide  Petroleum  Com- 
pany added  production  of  9,000  barrels  of  crude  oil 
and  40  million  cubic  feet  of  gas  a  day,  and  gave  us 
an  important  position  in  offshore  Louisiana  as  well 
as  acreage  holdings  in  10  foreign  countries. 

In  addition,  Ashland  Oil  Canada  Limited  pur- 
chased approximately  87.5  per  cent  of  the  outstand- 
ing common  stock  of  Empire  State  Oil  Company. 
Subject  to  approval  by  Empire  shareholders, 
Ashland  Oil,  Inc.  will  acquire  the  remaining  12.5  per 
cent  stock  interest.  Upon  completion  of  a  proposed 
liquidation  of  Empire,  Ashland  Canada  will  own 
Empire's  Canadian  production  of  3,600  barrels  a  day 
of  crude  oil  and  Ashland  Oil  will  obtain  Empire's  U.S. 
production  of  5,700  barrels  a  day. 

ADD  THESE  EXPLORATION  DEVELOPMENTS 

D  Offshore  Brunei,  where  two  exploratory  wells  are 

planned. 

n  The  Persian  Gulf,  where  drilling  crews  are  at  work 

on  a  well  located  on  an  offshore  site  where  Ashland 

has  a  25  per  cent  interest. 

n  Gabon,  where  seismic  work  is  complete,  and  two 

wells  are  anticipated  for  '73. 

D  The  North  Sea,  where  Ashland,  as  operator  for  a 

seven-company  group,  received  production  licenses 

covering  five  blocks.  Drilling  is  scheduled  to  begin 

in  the  summer  of  1973. 


n  Indonesia,  where  a  six-well  exploratory  program 
is  planned  on  the  company's  offshore  Java  conces- 
sion. Drilling  of  the  first  of  these  wells  is  underway. 
D  Turkey,  where  Ashland  has  been  awarded  ex- 
ploration licenses  in  the  Gulf  of  Saros. 

WE'VE  ALSO  BEEN  BUSY  IN  OTHER 
RESOURCE  AREAS 

Arch  Mineral  Corporation,  a  45  per  cent-owned  affil- 
iate, is  currently  producing  coal  at  an  annual  rate  of 
six  million  tons,  and  we  anticipate  production  will 
increase  to  more  than  12  million  tons  annually  before 
our  fiscal  year  end. 

STREAMLINING,  CONSOLIDATION  AND 
EFFICIENCY 

Our  capital  program  will  include  the  further  expan- 
sion of  Capline,  an  important  crude  oil  pipeline 
which  gives  Ashland  the  ability  to  transport  offshore 
crude  oil  to  six  of  its  seven  inland  refineries.  Con- 
struction of  facilities  to  produce  low-sulfur  fuel  oils 
and  low-lead  gasoline  are  underway,  and  other  pro- 
grams are  moving  forward  to  strengthen  and  op- 
timize the  performance  of  various  operations. 

SYNTHETIC  NATURAL  GAS,  A  NEW 
OPPORTUNITY 

Ashland  has  signed  a  letter  of  intent  to  construct  a 
50  million  cubic  feet-a-day  synthetic  natural  gas 
plant  at  our  Buffalo,  N.Y.,  refinery.  This  plant  will 
use  a  naphtha  feedstock  from  the  refinery,  and 
should  be  one  of  the  first  such  facilities  on  stream 
in  the  United  States. 

THE  SECOND  HALF  OF  '72— AND  BEYOND 

Combine  the  other  projects  we  have  planned  in  pe- 
troleum, chemicals  and  resources,  add  our  explo- 
ration prospects,  and  you  have  the  basis  for  our 
optimism.  All  of  this  is  simply  to  say  the  best  for 
Ashland  Oil  is  still  ahead. 


Ashland 


Ashland  Oil,  Inc. 

Ashland,  Kentucky  41101 
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A  Nice  Place  To  Visit 

Occasionally  we  are  startled  when  somebody  refers 
to  us  as  a  "Wall  Street"  magazine.  Usually  it  turns  out 
that  these  people  haven't  read  us  in  years.  Let's  look  at 
this  current  issue. 

For  the  cover  story,  Senior  Editor  James  Cook  spent 
weeks  in  London  interviewing  executives  of  Ford  of 
Europe,  British  auto  executives,  labor  leaders  and 
outside  experts.  His  story  (p.  22)  describes  how 
one  of  our  great  multinational  corporations  was 
built  and  how  it  is  run.  A  management  story, 
we'd  say,  and  a  good  one. 

Frank  Lalli,  who  runs  our  West  Coast  bureau, 
only  went  as  far  as  Reno,  Nev.  for  this  issue.  His 
article  on  big-time  gambler  William  Harrah  shows 
how  a  man  can  be  a  flamboyant  character  and  a  hardheaded  busi- 
nessman at  the  same  time.  A  stock  market  story?  Only  in  that  Bill 
Harrah  has  got  a  lot  of  money  (p.  39). 

Just  back  from  a  trip  to  the  U.S.S.R.  (not  with  President  Nixon,  but 
ahead  of  him),  James  Flanigan,  our  Washington  bureau  chief,  writes 
(p.  20)  on  Siberia  and  how  the  Soviets  are  using  its  riches  to  tempt 
U.S.  and  Japanese  investment. 

There's  the  piece  about  the  Atlanta  lady  ex-school  teacher  who 
made  it  big  in  business  at  the  age  of  24  (p.  56).  This  piece  was  done 
in  our  Washington  Bureau  by  Reporter  Lynn  Adkins.  Also  in  Washing- 
ton, Staff  Writer  James  Srodes  interviewed  price  control  boss  C. 
Jackson  Grayson  (p.  47).  Arthur  Jones,  our  European  bureau  chief, 
flew  to  Teheran  to  interview  Iran's  Prime  Minister  (p.  51). 

Do  we  ever  stay  in  New  York?  Of  course.  A  Forbes  writer  inter- 
viewed President  G.  Montgomery  Mitchell  of  Houston's  Transconti- 
nental Gas  in  a  Manhattan  hotel  and  came  away  with  a  chilling  sense  of 
how  serious  the  U.S.  energy  crisis  really  is  (p.  17).  In  getting  both 
sides  of  the  controversy  over  life  insurance  costs  (p.  48),  Reporter 
James  O'Hanlon  found  more  than  enough  top  insurance  executives  in 
New  York  to  give  him  the  information  he  needed. 

The  principal  "Wall  Street"  story  in  this  issue  ("Money  Men,"  p. 
31),  is  on  giant  money  manager  Scudder,  Stevens  &  Clark,  which  was 
born  in  Boston  but  is  now  headquartered  in  New  York.  In  doing  the 
story.  Senior  Editor  Robert  Flaherty  wondered  why,  when  Scudder 
moved  to  New  York,  it  chose  midtown  rather  than  Wall  Street.  "We're 
interested  in  what  The  Street  has  to  say,  but  we  want  to  make  up  our 
own  minds,"  Scudder's  president  explained. 

We  at  Forbes  approve  that  sentiment.  Wall  Street  is  just  three 
stops  from  our  offices  on  the  express  subway,  and  our  editors  know 
their  way  around  the  canyons.  But  it's  a  small  part  of  their  beat. 

The  figures  tell  us  that  our  625,000  subscribers  are  heavy  investors 
—both  for  themselves  and  others.  But  before  they  are  investors,  most  are 
business  executives,  entrepreneurs,  professional  men.  They  do  not 
think  purely  in  financial  teims,  in  Wall  Street  terms,  and  neither  do 
we.  Subscribers  read  us  for  our  judgment  on  managements,  corporate 
strategy,  majoi  economic  trends. 

Wall  Street?  It's  a  great  place  to  visit.  But  as  the  saying  goes,  we 
wouldn't  want  to  live  there.   ■ 
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Our  of  Work 

The  U.S.  is  not  the  only  country 
where  unemployment  is  both  a  real 
and  a  political  problem.  For  the 
last  two  years,  Canada  and  Great 
Britain  have  joined  the  U.S.  in  hav- 
ing the  highest  jobless  rates  in  the 
world.  According  to  the  U.S.  De- 
partment of  Labor,  the  Canadian 
rate  of  6.4%,  the  U.S.  rate  of  5.9% 
and  the  British  of  5.3%  led  a  world- 
wide increase  in  unemployment  in 
industrialized  nations.  Even  West 
Germany  and  Japan,  at  0.7%  and 
1.3%  respectively,  experienced  rises 
in  1971  that  touched  off  political 
controversies  and  calls  for  public 
works  projects. 

"facfs"  from  ffie  Highway  Lobby 

From  the  recent  pocket  "fact- 
finder" put  out  by  the  Highway 
Users  Federation  comes  this  nug- 
get: "The  U.S.  is  16th  among  world 
nations  in  land  use  for  highway 
puiposes.  The  U.S.  has  one  mile  of 
road  for  every  square  mile  of  land, 
compared  to  almost  five  miles  of 
road  per  square  mile  in  Belgium." 
What  is  not  mentioned  is  the  fact 
that  Belgium  is  one  of  the  most 
densely  populated  countries,  with 
about  15  times  the  inhabitants  per 
square  mile  that  the  U.S.  has,  and 
might  therefore  need  more  roads 
per  unit  of  area. 


BUSIIMESS 


Open  Spaces? 

The  troubled  aerospace  industry 
has  come  out  with  figures  that  in- 
dicate that  employment  in  this 
field  has  dropped  41%  from  the 
peak  year  1968.  The  greatest  drop 
was  felt  during  the  1969-71  period, 
and  though  a  further  drop  is  fore- 
cast through  December  1972,  the 
rate  of  job  loss  has  been  slowed. 
The  declines  have  been  nationwide, 
with  no  one  geographical  sector  as 
an  outstanding  loser. 

Meat  Men  with  a  Beef 

The  Southern  California  beef 
industry  is  the  nation's  fourth- 
largest,  but  sales  of  California  beef 
are  declining  while  sales  of  mid- 
western  beef  are  rising.  In  fact,  say 


California  cattlemen  and  packers, 
unless  they  can  increase  sales  to 
offset  labor  costs  that  are  $2  an 
hour  higher  than  in  the  Midwest, 
the  $835-million  California  beef 
industry  is  doomed.  So  the  belea- 
guered beef  men  have  started  a 
buy -California  ad  campaign.  One 
plus:  Local  housewives  don't  know 
what  "aged"  beef  is,  but  they  think 
food  should  be  "fresh."  And  because 
California  beef  is  slaughtered 
younger  than  Midwest  beef,  it  does 
not  require  aging  for  tenderness. 

Back  fo  Nature 

Time  was  when  camping  seemed 
to  be  a  summer  activity  resei^ved 
for  getting  the  children  out  of  one's 
hair  for  a  few  weeks.  But  with  the 
advent  of  more  three-day  holidays, 
four-day  weeks  and  longer  vaca- 
tions, camping  has  become  one  of 
the  fastest-growing  leisure  activities 
for  whole  families.  A  recent  suivey 
ranks  camping  with  bicycling  as  the 
two  fastest-growing  leisure-time 
pursuits  for  the  American  family. 

Look  Fasf 

High-rise  condominiums  are 
sprouting  in  such  numbers  along 
the  Atlantic  seaboard  that  they 
could  soon  make  it  hard  to  get  a 
glimpse  of  the  water.  Last  month 
a  Washington  marketing  consul- 
tant, hired  by  the  developers  of  a 
new  ten-story  condominium  in 
Wildwood,  N.J.,  told  a  conference 
there  of  the  march  of  actual  or 
planned  high-rise  structures  up  the 
coast  from  Florida  through  the  Sea 
Islands  of  Georgia,  to  Kitty  Hawk, 
N.C.,  Virginia  Beach,  Va.  and  on 
to  Ocean  City,  Md.  and  the  Del- 
mai-va  Peninsula.  Part  of  the  con- 
dominium craze  stems  from  the 
ever-increasing  price  of  waterfront 
property,  but  developers  are  also 
making  full  promotional  use  of  the 
possibility  of  capital  appreciation. 


Wanna  Bet? 

Ever  since  New  Hampshire 
broke  the  gambling  barrier  in  1964 
with  its  state-run  lottery,  there  has 
been  a  steady,  if  small,  stream  of 
sister  states  seeking  to  tap  this  new 
source  of  revenue.  New  York,  New 
Jersey,  Connecticut,  Pennsylvania 
and  Massachusetts  have  all  followed 
suit,  but  now  the  Tax  Foundation 
reports  the  stream  is  about  to  turn 
irtto  a  torrent.  The  study  group  re- 
ports that  Oregon,  Washington, 
Michigan,  Colorado,  Maryland  and 
California  will  weigh  lotteries  this 
year,  while  Rhode  Island  is  look- 
ing into  a  variety  of  gambling  mea- 
sures. At  the  start  of  1972,  34 
states  allowed  one  or  more  types 
of  gambling— from  parimutuel  horse 
race  betting  to  church  bingo  games 
in  Kansas.  Even  Hawaii,  one  of  the 
16  no-gambling  states,  is  consider- 
ing a  law  that  would  allow  licensed 
cock  fighting. 

Home  Is  . . . 

If  anyone  doubts  that  the  U.S. 
is  a  mobile  society,  the  Census  Bu- 
reau recently  reported  that  over  36 
million  people  changed  their  ad- 
dresses last  year.  At  least  12  mil- 
lion of  them  crossed  county  lines 
in  the  process.  Not  surprisingly, 
young  people  move  the  most,  with 
a  43.8%  mobility  rate  in  the  22-to- 
24  age  group.  The  very  highest 
rate— 83%— was  among  people  who 
married  for  the  first  time  during 
the  year.  Just  settling  down  seems 
to  require  moving  around. 

Losf  Leader 

It  has  been  raining  hard  on  the 
parade  into  discounting  that  was 
led  by  Sol  Cantor's  Interstate  Stores 
in  the  early  Sixties.  With  three 
years  of  declining  earnings  behind 
him,  Cantor  announced  a  loss  of 
50  cents  a  share  for  the  first  quarter 
of  this  year.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork.N.Y.  10011 


ATTACH  PRESENT 
MAILING  UBEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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READERS  SAY 


The  Chief  Executive 

Sir:  Under  "Who  Gets  The  Most  Pay" 
(Forbes,  May  15),  the  value  of  shares 
owned  or  controlled  by  chief  executives 
is  absurd.  I  have  holdings  worth  more 
than  some  of  them  and  I  make  [about  10% 
of  their  salaries]  a  year.  Something  is 
wrong. 

— M.  Adelglass 
New  York,  N.Y. 

Sir:  On  page  40  I  find  the  old  saw  of 
the  enormous  responsibilities  shouldered 
by  the  major  corporate  helmsmen  of  big 
companies.  In  the  first  place,  these  people 
asked  for  it.  Secondly,  it  is  not  quite  true. 
Look  at  the  surprisingly  large  number  of 
men  in  very  high  offices  who  lived  to  a 
very  ripe  age.  What  you  call  "responsi- 
bilities" is  part  of  the  professional  life  of 
certain  middle  strata  of  the  corporate 
pyramid  where  the  officeholder  is  under 
constant  pressure  from  above  and  below 
and  is  in  constant  danger  of  getting  boot- 
ed out.  The  really  highly  placed  people 
are  practically  immune. 

-R.  Kent,  M.D. 
Bonham,  Tex. 

Sir:  On  page  205  you  list  Wilham  S. 
Paley  as  having  been  chief  executive  of- 
ficer of  CBS  for  26  years.  He  has  held 
that  position  43  years. 

— B.A.  Newman 
New  York,  N.Y. 

A  Polite  Business 

Sir:  It  strikes  me  as  rather  ironic  that 
the  cover  of  your  June  1  issue  depicting 
Johnson  &  Johnson  products  in  a  medicine 
chest  does  not  include  any  contraceptive 
products  from  Ortho  Pharmaceutical, 
which,  according  to  Chairman  Hofmann, 
is  "probably  one  of  the  biggest  in  their 
business."  He  also  states  that  30  years ,  ^ 
ago  "birth  control  wasn't  a  polite  busi- 
ness to  be  in."  Evidently  things  haven't 
changed  much  in  30  years. 

— J.C.  Faltot 
Philadelphia,  Pa. 

Puts  &  Calls 

Sir:  The  article  on  puts  and  calls 
( ]une  1 )  presented  a  table  of  26  calls 
and  5  puts,  from  which  it  drew  the  con- 
clusion that  it  was  "far  easier  to  lose 
money  oji  a  put  or  call  then  to  make  it." 
Actually,  an  examination  of  the  table 
really  demonstrates  the  value  of  puts  and 
calls.  The  26  calls  cost  approximately 
$17,500  and  showed  a  profit  of  $6,100 
after  commissions— some  35%  on  the  in- 
vestment in  six  months,  or  a  staggering 
70%  annualized.  An  equivalent  invest- 
ment in  the  stocks  themselves  would  have 
required  $J34,000.  The  profit  of  $22,.300 
after  commissions  netted  a  percentage  of 
16.7%,  an  annualized  rate  of  33.4%. 

The  five  puts  were  bought  in  the  face 
of  a  bull  market;  they  all  expired  value- 
less, and  100%  of  the  money  put  into 
(Continued  on  page  68) 


Facts  for  your  portfolio  on 


FERRO 


World-wide  Housing  Expansion 
Key  to  Ferro  Sales  Growdi 

•  Housing  market  accounts  for  half  of  Ferro  sales. 

•  Ferro  meets  world's  shelter  needs  with 
manufacturing  facilities  in  17  countries. 

•  Ferro  specialty  plastic  and  ceramic  materials  are  used  in 
housing,  appliances  and  furnishings. 

•  Involvement  in  housing  market  is  major  reason  for  Ferro's 
continued  record  sales  and  earnings. 

Write  for  our  latest  financial  report: 

Dept.  F-701. 

One  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Streef,   President 
Chottonooga,  Tennessee  37402 

OIL  AND   GAS   DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST 
STOCK  EXCHANGES  (SYMBOL;  NAR) 


send  for  it. 


THIS  BOOKLET 

COULD  HOLD  THE  ANSWER 

TO  YOUR  FUTURE  SUCCESS... 

This  booklet  outlines  the  remark- 
able concept  and  philosophy  of  Success 
Motivation  Institute,  Inc.,  a  pioneer  and 
leader  in  the  knowledge/education/ 
communications  industry. 

With  the  booklet  you'll  receive  infor- 
mation which  outlines  the  business 
opportunity  available  to  you  at  SMI. 

Send  for  your  free  copy  of  "Personal 
Motivation"  and  the  BUSINESS  OPPOR- 
TUNITY booklet  today.  There's  abso- 
lutely no  obligation. 

Success  Motivationlnstitute,  Inc. 

Paul  J.  Meyer,  President 
Box  7614  Dept.  FBS  7-2 
Waco,  Texas  76710 
Telephone  817-776-1230 

(Call  Collect) 
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Why  Dallas  is  the  place  in  the  Southwest. 

If  you're  doing  business  in  the  Southwest, 
expect  to  do  a  lot  more  soon.  Because  a  new  threshold 
of  growth  is  about  to  be  crossed  mid-way  between 
Dallas  and  Fort  Worth. 

Twenty  minutes  from  either  city,  the  world's 
largest  airport  will  open  in  July,  1973.  At  maturity,  it 
will  have  225  passenger  gates.  But  equally  significant 
are  200  planned  air  cargo  gates.  For  they  will  give 
the  giant  Dallas-Fort  Worth  Regional  Airport 
the  capability  of  handling  as  much  cargo  as  any 
seaport  in  the  world. 

Why  First  National  is  the  bank  in  Dallas. 

First  in  Dallas  speciahzes  in  regional  banking 
services  for  national  and  international  corporations. 
For  70  of  Fortune  Magazine's  100  largest,  in  fact. 
Many  of  them  have  added  the  First  to  their 
bank  systems  for  the  same  reason  they  add  regional 
offices:  Control.  In  our  case,  control  of  cash. 

Starting  with  seven-day-a-week  postal  courier 
collections  and  over  700  regional  correspondent  banks, 
we  can  provide  receivable  collection  systems, 
data  transmission,  disbursements,  payroll  services, 
and  complete  credit  facilities. 

Why  you  should  talk  to  one  of  our  officers  now. 

it  takes  time  to  develop  a  banking  relationship. 
So,  we'd  like  to  start  now.  There's  more  to  tell  about 
First  National  Bank  in  Dallas.  And  about  the  growing 
Southwest.  Call  Senior  Vice  President  Bill  Breedlove 
at  (2 1 4)  749-4487.  Or  Ed  Townsend.  Senior  Vice 
President  for  National  Accounts,  at  749-4670. 


II 


Adding  regional  service 
to  your  bank  system. 


Cash  Management  Specialists 
in  the  Southwest. 


fiist 

NATIONAL  BANK 

IN  DALLAS 


NOW  LEASING  IN  DALLAS:  the  56-story  First  International  BIdg.  for  occupancy  first  quarter  1974.  P.O.  Box  6031.  Dallas.  Texas  75222. 

Member  FDIC 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


ON  TARGET  AHEAD  OF  ITS  TIME 


As  new  stock  issues  pro- 
liferate, fluctuate  and  most- 
ly these  days  take  off  up,  I 
suggest  their  take-a-flyer 
purchasers  ponder  this  un- 
timely New  Yorker  cartoon. 

Before  its  time  arrives. 


"That  stock  of  yours  must  be  listed  somewhere.  Have  you 
looked  in  the  obituary  column?" 

Drawing  by  J.  Mirochi;  ©  1972  The  New  Yorker  Magazine,  Inc. 


FROM  THE 

Fellows  of  Harvard  are  not  ordinary  fellows.  Fellows 
of  Harvard  are  its  Board  of  Trustees,  and  when  I  read  that 
they  were  going  to  announce  beforehand  the  hows  and 
whys  of  their  stockholder's  vote  on  shareholder  resolutions 
in  corporations  in  which  they  hold  a  hunk,  I  thought  to 
myself  ftiat  these  observations  would  probably  be  beauts 
—oracular,  applaudable  if  inapplicable  pontifications. 

I  imagine  some  managements  were  as  pleasantly  sur- 
prised as  I  was  by  the  sometimes  modest  and  sometimes 
sensible  explanations  of  Harvard's  stockholder  positions  put 
forward  by  the  Crimson  President  and  Fellows. 

For  instance,  on  resolutions  before  the  stockholders  of 
Ford  and  AT&T  calling  for  the  inclusion  of  women  and  mi- 
norities and  consumer  groups  and  employees  on  Boards 
of  Directors:  "We  have  voted  against  these  proposals  be- 
cause we  do  not  believe  that  the  boards  of  publicly  held 


IVORY  TOWER 

corporations  should  necessarily  be  structured  along  the 
lines  of  assemblies  whose  members  represent  different 
constituencies.  In  particular,  we  believe  it  potentially  dam- 
aging to  the  collective  bargaining  process  to  include  rep- 
resentatives of  employee  organizations  on  boards  of  di- 
rectors, just  as  it  would  be  unwise  to  insist  that  company 
representatives  sit  on  union  executive  committees." 

On  a  lot  of  social  responsibility  resolutions.  Harvard's 
conclusions  were  not  far  out  nor,  really,  far  from  agree- 
ment with  the  pithily  expressed  views  of  a  noncoUege  de- 
gree holder  named  Henry  Ford  II,  who  said  at  his  compa- 
ny's annual  meeting,  "I  believe  that  the  social  responsibility 
of  the  corporation  today  is  fundamentally  the  same  as  it  has 
always  been:  to  earn  profits  for  shareholders  by  serving 
consumer  wants  with  maximum  efficiency.  This  is  not  the 
whole  of  the  matter,  but  it  is  the  heart  of  the  matter." 
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HEARTWARMING  DECISION 


The  Amish  are  a  deservedly  much  respected  reUgious 
sect  whose  preachment  about  the  simple  life  is  totally 
practiced.  Literally  the  horse  and  buggy  is  their  transporta- 
tion; they  live  a  farm  life— no  machines,  just  horses  to 
pull  the  plows;  simple  clothes,  no  frills;  much  prayer. 
They  believe  only  in  elemental  schooling  as  required  for 
theii"  elementary,  rudimentary  way  of  living. 

In  connection  with  the  latter,  the  Supreme  Court  has 
unanimously  ruled  that  their  children  needn't  attend 
school  beyond  the  elementaiy  grades  because  it  really  does 
interfere  with  their  basic  religious  convictions. 


Over  multiple  decades  this  relatively  hardy  handful  of 
Americans  has  provided  a  real  inspiiation  to  those  familiar 
with  their  ways.  For  the  Amish  there  is  no  emotional  bit 
of  idyllic  idiocy  of  the  historically  short-lived  Community 
variety,  or  the  current  commune/ communal  variety. 

If  you  never  have,  and  have  a  chance,  it  will  lift  your 
spirits  to  observe  them  going  about  their  ways  in  such 
areas  as  Lancaster,  P^. 

I'm  glad  for  us  all  that  the  Supreme  Court  with  una- 
nimity recognizes  the  real  when  it's  so  real  in  religious 
freedom. 


TRAVESTY  OF  JUSTICE 

On  the  other  hand,   the  Supreme   Court's   refusal   to 


throw  out  the  obscenity  conviction  and  jailing  of  Ralph 
Ginzburg  is  incomprehensible,  unjust. 

The  Supreme  Court  decisions  that  bend  over  backwards 
to  preserve  freedom  of  press  and  speech  have  indeed  been 
used  to  cover  pornography.  I  happen  to  think  pornography 


for  those  old  enough  and  childish  enough  to  want  it  does 
infinitely  less  harm  to  the  nation  than  arbitrary  curbs  that 
could  be  stretched  to  curb  full  press  freedom. 

For  Mr.  Ginzburg  to  languish  in  jail  for  language  of 
the  smarty-pants  smut  variety  when  all  about  us  explicitly 
worse  flourishes  is  a  miscarriage. 


ONE  GROUP  OF  DOCTORS   WHO   STILL  MAKE  HOUSE  CALLS 

Coroners. 

NOTES  FROM  A  FEW  DAYS'  READING 


Ofttimes  summertime  provides  most  of  us  with  a  bit 
more  reading  time.  Some  suggestions— 

The  Arnheiter  Affair,  by  Neil  Sheehan  (Random  House, 
$7.95).  Though  doubtless  a  few  potential  military  Greats 
have  their  careers  short-circuited  before  they  reach  the 
top,  the  Services'  selection  procedures  for  life-and-death 
commands  do  a  remarkable  job  of  sifting  out  the  psycho- 
paths. This  is  an  absorbing  story  of  one  who  got  away. 
When  the  Navy  caught  up  with  him,  he  went  on  to  fool 
the  public  and  the  press— until  this  book  appeared. 

The  Friends  of  Eddie  Coyle,  by  George  V.  Higgins 
(Knopf,  $5.95).  This  brief  novel  does  for  the  little  gang- 
ster what  The  Godfather  did  for  the  big  one.  It  helps  you 
to  understand  what  causes  those  small-shot  bodies  to  keep 
turning  up  in  the  back  pages  of  your  daily. 

Bury  My  Heart  at  Wounded  Knee,  by  Dee  Brown  ( Holt 
Rinehart  Winston,  $10.95).  Even  after  reading  this  rend- 
ing chronicle  of  the  white  man's  mthless  wresting  of  our 
country  from  its  original  inhabitants,  it's  hard  to  believe 
we  would  act  much  differently  had  we  to  do  it  all  over 
again.  In  fact,  we  continue  to  wrong  the  redmen  still  left. 

The  Power  and  the  Glory,  by  Graham  Greene  (Viking, 
$4.50).  I'd  never  read  this  modem  classic,  and  if  you 
haven't,  do.  A  haunting,  chilling  tale  of  a  hunted,  haunted 
priest  in  a  wilderness  section  of  Mexico  during  the  time 

CONSOLATION  FOR  CRITICS 

Just  because  you  throw  stones,  it  doesn't  mean  you  have 
to  live  in  a  glass  house. 
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when  the  Church  was  proscribed  by  a  revolutionary  gov- 
ernment. Graham  Greene  is  one  of  the  few  great  novelists 
of  our  time. 

Memoirs  of  Madame  de  La  Tour  du  Pin,  translated  by 
Felice  Harcourt  (The  McCall  Publishing  Co.,  $8.95).  An 
often  absorbing  chronicle  by  an  unheard-of  French  aristo- 
crat Who  Was  There  at  the  Top  with  Marie  Antoinette 
before  and  until  she  lost  her  head;  who  escaped  the 
guillotine  and  ran  a  successful  pigsty  in  Albany,  N.Y.  and 
returned  to  know  Napoleon  during  his  rise,  fall  and  brief 
resurrection.  Unlike  most  unmitigated  snobs,  she's  never 
a  bore  and  occasionally  discerning  in  her  personal  com- 
ments about  the  Names  of  her  times.  An  extraordinary 
life  told  with  Pepysian  candor. 

A  View  From  The  Street,  by  Donald  T.  Regan  (New 
American  Library,  $7.95).  The  singularly  successful  Head 
of  what  is  Wall  Street's  far  and  away  largest,  near-to- 
tally  successful  Firm  points  with  convincing  clarity  the 
direction  which  The  Street  must  take.  He  describes  with 
absorbing  candor  the  cases,  causes  and  cures  stemming 
from  the  1970  Downtown  disasters. 

The  Famihj,  by  Ed  Sanders  (Dutton,  $6.95).  How  could 
a  thoroughly  researched  book  about  Charles  Manson  and 
his  Dune  Buggy  Attack  Battalion  miss  having  an  iota  of  in- 
sight or  interest?  Here's  how. 

QUESTION 

Wliy  should  dishing  it  out  have  any  relationship  to 
being  able  to  take  it? 

-Malcolm  S.  Forbes. 

Editor-in-Chief 


AND  STILL  GROWING 


Dividends 

(In  dollars  per  share) 


llll 


'67    '68     69    70    71 


1971 
1970 
1969 
1968 
1967 


$1.17 
$1.07 
$  .97 
$  .87 
$  .73 


NN  Corporation's  pattern  of  growth  in  revenues,  earnings,  and 
dividends  continued  in  1971. 

This  sustained  growth,  developed  from  a  solid  financial  insur- 
ance base,  is  demonstrated  by  per  share  compounded  growth 
rates  of  16.0%  in  earnings,  11.2%  in  dividends,  and  11.8% 
in  revenues. 

NN  Corporation  is  the  parent  company  of  the  Northwestern 
National  Insurance  Group  and  of  rapidly  growing  subsidi- 
aries in  investment  management,  computer  facilities  man- 
agement and  leasing,  financial  services,  and  mutual  fund 
reporting.  NN's  corporate  reputation  for  stability  is  under- 
scored by  its  record  of  98  consecutive  years  of  dividend 
payments. 

For  the  complete  NN  story,  write  William  R.  Johnson, 
Executive  Vice  President,  NN  Corporation,  731    North 
Jackson  Street,  Milwaukee,  Wisconsin,  53202.  Or 
phone  (414)  271-8570. 


NN  CORPORATION 

NORTHWESTERN     NATIONAL     INSURANCE    COMPANY     •     PACIFIC 
AUTOMOBILE    INSURANCE    COMPANY    •    OREGON    AUTOMOBILE 
INSURANCE   COMPANY   •   TALBOT,    BIRD   &   CO  .   INC.    •    UNIVER- 
SAL   REINSURANCE    CORPORATION    •    LAWYERS    SURETY    COR- 
PORATION  •    NN   INVESTORS  LIFE   INSURANCE  COMPANY,   INC. 
•    NN    INVESTMENT   SERVICES.    INC.    •    WIESENBERGER    SER- 
VICES,   INC.    •   ARTHUR   WIESENBERGER   &   COMPANY.    INC.    • 
EXECUTIVE    COMPUTER    SYSTEMS,     INC.    •     NN    DATAFORMS 
INCORPORATED    •    NN    DATAFORMS    WEST,    INC.    •    ANDER- 
SON/ROETHLE   &   ASSOCIATES.    INC. 


Putting  things 

together 

is  our  business. 

Now  we're  doing  it 
as  E-SYSTEIVIS  INC 


We  put  things  together  for  26  years  as  LTV 
Electrosystems,  Inc.  and  predecessor  companies. 
Now  we  are  putting  things  together  under  a  new 
name  and  as  an  independent,  publicly-held  company. 

Putting  systems  together  is  our  specialty. 
Systems  for  management  information,  for  process 
control,  for  situation  display,  for  command  and 
control,  for  data  transmission. 

We  hope  to  enter  new  markets.  To  develop  new 
technologies.  To  advance  our  leadership  in  the 
integration  of  systems. 

We  make  hardware  too.  From  tiny  coils  and 
switches  to  375-ton  antennas  for  satellite 
communication. 

Remember,  we've  been  around  for  26  years.  Our 
sales  base  last  year  was  more  than  $167  million. 

We've  put  together  a  pretty  good  track  record. 
But  we  intend  to  do  better.  We'd  like  to  discuss  our 
capabilities  and  their  application  to  your  system 
needs.  Putting  things  together  is  our  business. 


E-SYSTEMS  INC. 

P.O.BOX  6030  •  DALLAS, TEXAS  75222 


Melpar   •   Garland   •   Memcor   •   Greenville   •  Montek   •   Donaldson   •   Eagle  Transport  Co. 
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Forbes 

Zero  Growth: 
We  Couldn't  Stand  It 

For  Transcontinental  Gas,  the  energy  crisis  isn't  a 
rumor;  it's  a  fact.  The  solution  will  be  costly  to  ev- 
ery American,  but  there's  no  way  to  avoid  the  cost 


Who  says  there's  no  real  shortage  of 
natural  gas? 

Well,  Senator  Proxmire  for  one. 

And  the  American  Public  Gas  As- 
sociation for  another. 

But  not  Houston's  big  Transconti- 
nental Gas  Pipe  Line  Co.,  one  of  the 
industry's  most  profitable  and  fastest- 
growing  outfits.  And  not  most  of 
Transco's  customers  either.  For  Trans- 
co,  as  for  most  other  pipelines,  the 
energy  shortage  is  already  at  hand. 

For  nearly  a  year  now,  in  fact, 
Transco  has  simply  not  had  enough 
natural  gas  available  from  its  own 
contracted  reserves  to  fill  its  1,842- 
mile  pipeline  system.  "And  we  are 
producing  those  reserves,"  says  Trans- 
co's president,  G.  Montgomery  Mitch- 
ell, 43,  "as  wide  open  as  they  can  be 
produced." 

The  result  is  that  ever  since  May 
1971,  Transco  has  had  to  curtail  its 
deliveries  to  its  customers— utilities 
mainly,  like  Public  Service  of  New 
Jersey,  Consolidated  Edison,  Philadel- 
phia Electric.  Though  the  curtail- 
ments may  average  out  to  around  7% 
a  year,  last  winter  they  sometimes  ran 
as  high  as  13%,  and  they  may  do 
so  again  in  the  winter  ahead.  The  cus- 
tomers had  to  fill  the  gap  with  other 
fuels— imported  crude,  mainly. 

Ever  since  the  company  went  into 
business  in  1948,  Transco  has  bought 
its  gas  under  long-term  contract  from 
producers  in  Texas  and  Louisiana  for 
resale  to  utility  customers  in  the 
North.  But  for  the  past  foui-  years  it 
has  been  able  to  replace  only  a  por- 
tion of  the  gas  it  has  consumed  with 
new  supplies,  so  its  reserves  have 
steadily  declined.  It  has  plugged  part 
of  the  gap  with  emergency  gas,  under 
contracts  iTjnning  from  60  days  to  one 
year,  but  only  part.  At  current  rates 
of  consumption,  Transco's  reserves 
have  a  life  index  of  less  than  ten 
years,  and  by  the  end  of  1971  they 
had  dropped  so  low  that,  under  the 
terms  of  its  indentures,  Transco  was 
forced  to  step  up  the  sinking  fund 
payments  and  maturity  dates  on  four 
of  its  outstanding  bond  issues. 

And  so,  after  two  decades,  Trans- 


co's headlong  growth  has  come  to  a 
halt.  "There  will  be  no  growth  in  our 
annual  sales  volume,"  says  Mitchell, 
"over  the  next  two  or  three  years." 
Environmentalists  like  to  talk  about 
the  desirability  of  zero  economic 
growth,  but  for  Transco  ZEG  is  here, 
and  it  hurts. 

AUernative  Arrangement% 

Is  there  no  way  out?  Monty  Mitch- 
ell thinks  there  is.  If  Transco  can't  buy 
new  gas  from  others,  why,  then  it'll 
just  have  to  start  generating  supplies 
of  its  own,  and  that  is  precisely  what 
Mitchell  is  doing.  For  one  thing, 
Transco  has  turned  to  financing  other 
people's  exploration  programs.  It  bank- 
rolled $26  million  worth  last  year— in 
return  for  the  right  to  buy  any  gas 
discovered. 

But  Transco's  big  push  is  going  into 
the  new  technologies  of  gas  produc- 
tion: liquefied  natural  gas  (LNG)  or 
synthetic  natural  gas  (SNG).  Trans- 
co currently  has  three  projects  under 
way  that  by  1978  could  be  yielding 
enough  gas  of  pipeline  quality  to 
get  its  business  growing  again: 

•  a  250-million-cubic-foot-a-day 
plant  to  produce  synthetic  gas  from 
naphtha,  a  refined  petroleum  product, 
scheduled  for  operation  in  1974. 

•  a  460-million-cubic-foot-a-day 
crude-oil  gasification  project,  sched- 
uled for  late  1974  or  1975. 

•  a  250-million-cubic-foot-a-day 
liquefied  natural  gas  facility  to  import 
LNG  from  El  Paso  Algeria  Corp., 
some  time  after  1977. 

Mitchell  concedes  that  there  are 
grave  political  risks  to  such  schemes. 
Most  of  the  feedstocks  for  all  three  of 
these  plants  will  come  from  foreign 
sources,  some  of  them  politically 
volatile.  Transco,  in  effect,  will  be 
plugging  its  East  Coast  utility  custo- 
mers into  the  political  uncertainties  of 
North  Africa  and  the  Middle  East. 
But  if  the  demand  is  to  be  met,  Mitch- 
ell sees  no  alternative— at  least  not  un- 
til coal  gasification  becomes  a  reality. 
"The  strongest  answer  to  these  risks," 
he  says,  "is  diversity  of  supply— not  to 
become  too  dependent  on  one  nation, 


lurnahoiii.  Expansion  is  no 
longer  the  industry's  No.  One 
problem.  Finding  more  gas  is. 


one  mode  of  synthesis,  one  particular 
trade.  But  as  far  as  LNG  is  concerned, 
of  course,  if  that  were  cut  off,  that's 
it.  There  are  no  alternative  supplies." 

All  this  bodes  ill  for  the  U.S.  bal- 
ance of  payments,  for  it  means  the 
U.S.  will  be  importing  more  and  more 
of  the  energy  it  needs  to  fuel  its  indus- 
try and  heat  its  homes.  So  the  cost  of 
using  LNG  will  be  economic  as  well 
as  political.  But  there  is  no  way  out. 

These  various  projects  to  develop 
new  sources  of  gas  will  cost  Transco 
over  $500  million.  This  is  a  huge  un- 
dertaking even  for  a  company  with 
$1.4  billion  in  assets,  but  they  should 
provide  nearly  1  billion  cubic  feet  of 
gas  a  day— equal  to  a  third  of  Trans- 
co's current  daily  requirements. 

But  adequate  supplies  will  come  at 
a  price.  Last  year,  Transco  paid  an 
average  of  21.4  cents/ mcf  for  the  gas 
it  resold  to  its  customers.  It  is  current- 
ly paying  35  cents  to  37  cents  for 
emergency  supplies.  It  will  probably 
have  to  pay  the  going  price  of  40 
cents  to  45  cents  for  any  new  gas  it 
puts  under  long-term  contract,  and 
when  its  new  SNG  and  LNG  sup- 
plies become  available,  it  will  be  pay- 
ing maybe  $1.25/ mcf.  With  price  in- 
creases like  that  in  prospect,  is  it  any 
wonder  that  Mitchell  expects  the  av- 
erage price  at  which  it  sells  gas  to 
have  doubled  by  1978? 

"We  quite  frankly  expect  natural 
gas  to  price  itself  out  of  its  lower  val- 
ued usages,"  Mitchell  says.  Instead  of 
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selling  boiler  fuel  in  the  summer  at 
cut  prices,  utilities  will  be  storing  the 
gas  in  Transco's  expanded  under- 
ground storage  facilities  for  winter 
use.  "We  won't  be  selling  a  greater 
volume  of  gas,"  says  Mitchell,  "but 
we  will  be  selling  less  in  the  summer, 
more  in  the  winter." 

What's  going  to  happen  to  Trans- 
co's earnings,  which  have  risen  with- 
out interruption  for  19  years  now? 
Mitchell  concedes  that  they  could  be 
flat  for  a  year  or  two,  though  not  this 
year;  1972's  earnings,  he  says,  should 
be  up  at  least  5%.  In  the  last  18 
months,  the  Federal  Power  Commis- 
sion has  authorized  two  rate  increases, 
so  that  last  year,  though  Transco's  gas 
volume  slipped  some  1.6%,  its  revenues 
rose  9.7%  (to  $438  million),  while  its 
net  income  soared  13%  (to  $52  mil- 
lion). Mitchell  believes  the  pattern 
will  continue.  "A  lot  will  depend  on 
Commission  action  and  the  timeliness 


with  which  we  can  get  these  new 
facilities  on  line.  But  if  we're  going  to 
stay  in  the  position  of  being  able  to 
get  these  other  gas  supplies  into  the 
system,  they're  going  to  have  to  see 
our  return  is  adequate." 

Onward  &  Upward 

Once  those  supplies  become  avail- 
able—and once  the  price  is  right- 
Mitchell  thinks  there's  reason  for  op- 
timism. He  doesn't  think  the  much 
higher  prices  will  hurt  in  the  long  run. 
"With  the  advent  of  air  pollution  con- 
cerns, a  lot  of  markets  are  no  longer 
marginal.  They  can  afford  a  higher 
value  fuel.  But  first  we've  got  a  big 
job  of  catching  up  to  do  before  we 
can  move  beyond  the  volume  we 
serve  today.  It's  simply  a  question  of 
hardware  and  adequate  feedstocks.  I 
think  Transco  could  begin  to  grow 
after  1976  or  1977." 

By  then  Transco  may  be  a  signifi- 


cantly difi^erent  company.  For  one 
thing,  it  is  preparing  to  diversify— not 
only  into  oil  and  gas  exploration  and 
synthetic  gas  production,  but  into  oth- 
er areas  as  well.  Last  year,  for  instance, 
it  acquired  Tubexpress,  a  new  sys- 
tem for  transporting  solids  by  pipe- 
line. That  fits  in,  Mitchell  says,  with 
Transco's  pipeline  knowhow,  and  that's 
the  kind  of  diversification  he's  looking 
for.  Until  he  came  to  Transco  last 
year,  Mitchell  had  been  a  management 
consultant  with  Stone  &  Webster, 
which  owns  2  million  Transco  shares. 
Says  he,  "I've  seen  too  many  people 
getting  into  trouble  flying  off  into  fields 
they  know  nothing  about.  We're  not 
going  to  do  that." 

Then,  too,  Mitchell's  going  to  have 
his  hands  full  enough  with  that  most 
basic  of  industrial  problems:  finding 
raw  materials.  Without  them  his  $1- 
billion-plus  investment  in  plant  and 
equipment  isn't  worth  much.   ■ 


The  Big  Switch 

Will  the  mutually  owned  S&Ls  go  public?  A  po- 
tential $13 -billion  windfall  rides  on  the  answer. 


Hans  Gehrke  runs  Detroit's  $l-bil- 
lion-assets  First  Federal  Savings  & 
Loan  Association,  biggest  outside  of 
California.  James  G.  Schneider  is  pres- 
ident of  the  $120-million-assets  Kan- 
kakee (111.)  Federal  Savings  &  Loan 
Association.  On  many  questions  facing 
the  $205-billion-assets  savings  and 
loan  industry  they  see  eye  to  eye. 

But  not  on  this:  Should  mutually 
owned  savings  and  loan  associations 
like  theirs  be  allowed  to  go  public?  Of 
the  5,550  S&Ls  in  the  U.S.,  4,850, 
controlling  some  80%  of  the  industry's 
assets,  are  mutually  owned.  Gehrke 
and  many  mutual  executives  believe 
that  they  should  have  the  right  to  go 
public.  Schneider  and  many  others 
think  it  would  be  "very  bad  and 
disastrous  for  the  industry." 

A  private  family  squabble?  It  would 
be  except  for  the  question  of  who 
gets  the  stock  if  a  mutual  does  decide 
to  go  public.  At  stake  is  a  potential 
$13  billion  of  net  worth,  plus  what- 
ever premium  over  book  value  the 
S&L  shares  might  fetch.  (The  $89.6- 
billion  mutual  savings  bank  industry 
is  not  directly  involved,  but  a  raft  of 
S&L  conversions  might  pressure  them 
to  go  public  also. ) 

Take  Gehrke's  Detroit-based  S&L. 
It  has  $1  billion  of  assets  and  a  net 
worth  of  $60  million.  If  Gehrke  were 
to  decide  to  go  public  (he's  presently 
"exploring  the  pluses  and  minuses"), 
he  would  have  to  distribute  stock  to 
his  depositors,  who  are  also  his  own- 


ers. If  the  stock  were  to  sell  at  20% 
over  book  value,  a  typical  premium, 
that  would  mean  a  distribution  of  $72 
million  worth  of  stock,  a  windfall  gain 
of  7.2%  for  every  depositor. 

The  problem  is:  Which  depositors 
should  share  in  the  gravy?  If  an  Aug. 
1,  1972  date  were  set,  that  would  at- 
tract a  horde  of  speculative  deposi- 
tors. If  a  past  date  were  set,  say  Aug. 
1,  1970,  any  depositor  since  that  date 
could  not  participate.  And  anyone 
who  had  removed  his  money  on  July 
31  would  be  out  of  luck.  "You 
have  the  same  problem  if  you  bought 
General  Motors  or  Ford  stock  ten 
years  ago  and  sold  it  a  week  before 
they  declared  an  extra  dividend,"  says 
Gehrke.  "It  is  just  one  of  those  things, 
the  way  the  ball  bounces." 

What  has  brought  the  question  of 
going  public  to  a  head  is  a  bill  (the 
Housing  Institutions  Modernization 
Act  of  1971)  sponsored  by  the  Feder- 
al Home  Loan  Bank  Board,  the  agency 
that  regulates  the  4,500  federally 
chartered  S&Ls.  The  bill  would  enable 
the  FHLB  to  lift  a  1963  moratorium 
on  federal-  and  state-chartered  S&Ls 
going  public.  So  far,  the  bill  has  not 
gotten  out  of  committee.  But  in  April 
the  FHLB  allowed  a  single  "test"  con- 
version by  the  $620-million-assets  San 
Francisco-based  Citizens  Federal  Sav- 
ings &  Loan.  The  lucky  85,000  who 
had  their  deposits  in  Citizens  on  Mar. 
20,  1970  (the  date  picked  by  the 
FHLB)  got  a  surprise  dividend  of  four 


shares  of  stock  with  a  total  book  value 
of  $105  for  everv  $1,000  of  deposits, 
a  "windfall"  of  10.5%. 

S&L  executives  like  Gehrke  who 
favor  the  right  to  convert  argue  that 
public  ownership  would  help  them 
get  capital  for  loans  and  expansion 
and  attract  more  high-quality  employ- 
ees (through  stock  options).  Schneider 
and  other  opponents  argue  that  it  is 
already  possible  to  raise  sufficient  cap- 
ital through  accumulated  earnings 
and,  if  the  FHLB  would  permit  it, 
the  sale  of  subordinated  debentures; 
that  public  ownership  would  leave 
the  stock  associations  prey  to  take- 
overs, particularly  by  commercial 
banks;  and  that  any  method  of  dis- 
tributing stock  will  be  unfair. 

Mutuals  that  decide  they  don't  want 
to  go  public  will  be  under  the  gun 
from  their  depositors,  Schneider  goes 
on.  "If  our  board  said  that  we  aren't 
going  to  convert  under  any  circum- 
stance, the  withdrawals  would  start. 
Look,  people  move  accounts  around 
for  a  lousy  $5  premium.  If  they  can 
get  $1,500  in  stock,  you  know  darn 
well  that  they  are  going  to  do  it,  or 
they  will  bring  pressure  to  convert." 

Right  now,  the  chances  of  the 
FHLB  getting  the  conversion  section 
of  its  bill  through  Congress  this  year 
are  virtually  nil.  But  next  year,  the 
FHLB  seems  determined  to  get  Con- 
gress to  let  it  lift  the  moratorium.  If 
it  does  go  through,  it  will  almost  cer- 
tainly mean  windfall  profits  for  the 
lucky  mutual  S&L  savers  who  happen 
to  have  their  money  in  the  right  S&L 
at  the  right  time.  As  for  the  mutuals 
that  don't  go  public,  Schneider  is 
certainly  right.  They  will  l)e  under 
pressure  from  their  depositors.  ■ 
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it  was,"  Paul  Lorenz  says,  "the  ques- 
tion was:  How  do  you  expand?  And 
the  answer  was:  Not  just  by  expand- 
ing the  existing  structures,  but  by  con- 
soHdating  functions  and  assigning  re- 
sponsibility where  the  skill  is  greatest 
in  order  to  get  a  more  efficient  op- 
eration." In  short,  by  obliterating  the 
national  boundaries  that  separate 
Germany,  Britain  and  the  rest  of  Eu- 
rope, and  organizing  on  a  truly  multi- 
national basis. 

Under  what  Lorenz  calls  "John 
Andrews'  40-year  concept,"  a  new 
management  organization  was  created 
to  make  all  the  critical  decisions  for 
both  the  British  and  German  compa- 
nies. There  were  obvious  operating 
economies  in  the  arrangement— the 
duplicate  dealer  organizations  in  third 
markets  could  be  eliminated,  and  re- 
sponsibility went  where  the  skill  was: 
Body  development  work  was  concen- 
trated in  Germany,  power  train  de- 
velopment concentrated  in  Britain. 
"The  pooling  of  the  two  companies," 
says  Ford-Werke's  managing  director, 
Hans-Adolph  Barthelmeh,  "cut  the 
engineering  bill  in  half  for  each  com- 
pany, provided  economies  of  scale, 
with  double  the  volume  in  terms  of 
purchase— commonization  of  purchase, 
common  components— provided  the 
financial  resources  for  a  good  product 
program  at  a  really  good  price  that 
we  could  still  make  money  on." 

Three  years  or  more  are  involved 
in  developing  a  new  car  and  the  six- 
year   product   cycle   is   traditional   at 


Ford.  Thus  change  was  bound  to 
come  slowly,  but  come  it  did.  At  the 
time  Ford  of  Europe  was  formed, 
Britain  was  preparing  to  introduce  a 
smallish,  VW-sized  car,  the  Escort,  in- 
to the  British  market  as  a  replace- 
ment for  its  Anglia.  Ford  of  Germany 
lacked  any  small  car  to  pit  against 
Volkswagen,  and  Ford  of  Europe 
urged  it  to  take  on  the  Escort.  Ford- 
Werke  executives  were  cool  to  the 
idea,  but  Ford  of  Europe  persisted. 
"We  kept  saying  to  them,"  one  Ford 
of  Europe  executive  recalls,  "  'Are 
you  sure  there's  no  market  for  it?  It's 
going  to  be  cheap.  You  don't  have  to 
pay  for  the  tooling,  it's  already  been 
tooled.'  "  Somewhat  unwillingly.  Ford 
of  Germany  bowed  to  the  perhaps  in- 
evitable and  began  making  the  Escort 
at  Genk,  Belgium  for  the  continental 
market.  Introduced  in  1968,  the  Es- 
cort was  a  resounding  success  in 
Britain— it  is  still  Britain's  second-best- 
selling  car— and  after  a  bad  start  it 
seized  a  small  but  respectable  por- 
tion of  the  German  market  and  did 
even  better  in  France  and  Italy. 

The  Escort  was  frankly  a  British 
car.  The  next  model  to  emerge  from 
Ford  of  Europe— a  somewhat  larger, 
medium-priced  vehicle— was  more 
nearly  a  joint  effort  of  the  British  and 
GeiTnan  companies.  The  Gennans 
and  British  could  not  agree  on  the 
external  styling,  and  so  the  British 
Cortina  and  the  German  Taunus,  as 
they  continued  to  be  called,  emerged 
different  in  appearance,  but  identical 


under  the  skin.  The  next  step  will  be  a 
new  car,  alike  both  inside  and  out, 
which  will  bow  around  1976. 

In  spite  of  some  resistance  at  the 
national  level.  Ford  of  Europe  was 
dedicated  to  the  proposition  that  there 
was  a  common  European  taste,  just 
as  there  was  a  Common  Market.  The 
embodiment  of  that  notion  is  the 
Capri,  introduced  in  1969  and  de- 
signed specifically  for  Europe  and 
European  tastes.  As  such  it  proved  a 
stunning  success,  particularly  in  Ger- 
many and  in  the  U.S.,  where  it  unex- 
pectedly proved  to  be  Ford  of  Eu- 
rope's first  success  in  the  U.S.  mar- 
ket. "Neither  the  British  nor  German 
company,"  says  William  B.  Batty, 
managing  director  of  Ford  of  Britain, 
"could  have  come  up  with  the  Capri 
separately,  tooled  it  separately.  Only 
with  the  whole  volume  of  Europe  in 
prospect  did  the  Capri  become  a 
viable  product  development  program." 

A  Ferrari  for  $2,900? 

More  recently,  Ford  introduced  the 
Consul/ Granada  as  a  replacement  for 
its  generally  unsuccessful  range  of 
upper-medium-priced  British  and  Ger- 
man cars.  A  large  car  by  European 
standards,  with  innovations  like  in- 
dependent rear  suspension,  and  selling 
for  between  $4,000  and  $5,000,  the 
Consul/ Granada  may  win  Ford  an  im- 
portant position  in  that  segment  of  the 
market.  Says  one  Ford  executive:  "It's 
a  BMW  at  half  the  price." 

Multinational  with  a  vengeance, 
Ford  does  not  hesitate  to  take  successes 
from  one  country  and  apply  them  to 
another.  Just  as  it  aimed  for  the  BMW 
market  in  the  upper  range,  so  it  ap- 
plied the  Mustang  philosophy  from 
the  U.S.  to  Europe:  the  poor  man's 
sports  car.  Ford  reasoned  that  what 
Europeans  wanted  was  a  low-priced 
four-passenger  sports  car— a  fair  imita- 
tion of  what  Lamborghini,  Porsche  or 
Ferrari  sold  for  $10,000.  "The  ques- 
tion was,"  Paul  Lorenz  says,  "could 
we  produce  a  Ferrari  for  $2,900?" 
The  answer  was  the  highly  success- 
ful Capri,  no  Ferrari  but  a  slim,  sleek 
beauty  of  a  car  that  provided  Ford 
with  the  base  for  an  advance  into  the 
French  and  Ital  an  markets.  In  the 
past  decade.  Ford  has  gone  from  1.1% 
to  5.7%  of  the  Italian  market,  from 
0.4%  to  4.8%  of  the  French  market. 

To  Americans  and  even  to  Euro- 
peans, Ford's  new  product  line  looks 
strikingly  familar.  The  Escort  recalls 
the  Maverick  as  the  Capri  does  the 
Mustang,  but  that.  Ford  executives 
insist,  stems  not  from  any  deliberate 
policy  but  from  the  pervasiveness  of 
the  Ford  mentality.  And  unquestion- 
ably it's  there.  In  the  early  Sixties, 
when  U.S.  Ford  launched  a  subcom- 
pact  project  named  the   Cardinal  in 


Ford  Motor  Co.'s  Henry  Ford  // 

honor  of  the  American  redbird,  the 
story  goes  that  British  Ford  undertook 
a  similar  venture  and  understandably 
dubbed  it  the  Archbishop. 

A  common  product  range  for  a  com- 
mon market  is  only  half  of  Ford's 
multinationaUty.  The  other  is  what 
Ford  executives  call  commonization— 
using  the  same  components  in  as 
many  vehicles  as  possible,  the  same 
engines,  the  same  axles,  the  same 
transmissions.  It  puts  the  same  1.5- 
liter  engine  in  both  the  Escort  and 
the  Cortina,  for  instance,  and  the 
same  Essex  engine  in  both  the  Capri 
and  the  Consul/ Granada.  Ford,  in 
short,  hasn't  gone  multinational  just 
for  the  sake  of  sales,  but  for  the  sake 
of  big  operating  economies  as  well. 

When  you  make  over  a  million  cars 
a  year,  as  Ford  does  in  Europe,  you 
can  manage  diversity  even  amidst 
such  uniformity.  Ford  uses  only  three 
engine  blocks,  for  instance,  on  which 
it  builds  eight  or  nine  basic  engines, 
and  one  of  these,  the  fabulously  suc- 
cessful Kent  engine  used  in  the  Pinto, 
can  be  produced  in  180  different  vari- 
ants. This  means,  of  course,  that 
Ford's  cars  tend  to  be  pretty  conven- 
tional mechanically,  and  that  the  dif- 
ferences between  them  are  often 
slighter  than  they  seem.  But  it  also 
means  lower  costs  to  sustain  Ford's 
long-term  policy  of  providing  basical- 
ly inexpensive  but  relatively  high- 
quality  cars.  It's  what  enabled  Ford  to 
sell  the  Capri  for  $2,900  and  yet  dare 
to  claim  that  it  was  competing  with 
the  $10,000  Ferrari.  "Though  the 
Capri  was  a  completely  unique  motor 
car,  for  example,  with  a  completely 
unique  body,"  one  Ford  executive  con- 
cedes, "it  still  had  a  lot  of  carry-over 
mechanicals,    simply    because    carry- 
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over  mechanicals  have   always   been 
our  theory  and  policy." 

So  now,  five  years  after  its  foiTna- 
tion.  Ford  of  Europe  has  established 
a  powerful  position  for  Ford  in  the 
emerging  European  auto  market.  It 
now  has  a  single  product  line  just  as 
its  major  competitors  do,  and  it  has  a 
marketing  and  distribution  system 
throughout  Europe  that"  none  of  its 
competitors  can  match.  British  Ley- 
land,  Fiat  and  Volkswagen  still  rank 
first  in  their  home  markets,  but  it  is 
Ford  that  ranks  second  in  Britain  and 
Italy,  third  in  Germany,  even  first 
among  imports  into  France.  Perfectly 
true.  Ford's  total  share  of  the  Euro- 
pean market  has  slipped  from  14.5% 
in  1965  to  12.6%  in  1970,  but  in  part 
this  is  due  to  the  stagnation  of  Ford's 
important  British  market  and  in  part 
to  the  efforts  of  the  continental  pro- 
ducers to  establish  themselves  in 
Britain  and  elsewhere  in  Europe  in 
anticipation  of  an  enlarged  Common 
Market.  In  the  Common  Market 
countries,  Ford's  market  share  has  re- 
mained virtually  unchanged. 

Unavailing  Powers 

Ford  of  Europe's  basic  production 
capacity  is  now  concentrated  at  Hale- 
wood  and  Dagenham  in  Britain,  Co- 
logne and  Saarlouis  in  Germany, 
Genk  in  Belgium.  Each  model  in  the 
Ford  line,  in  fact,  is  now  produced  at 
two  locations;  the  Escort  at  Halewood 
and  Saarlouis,  the  Cortina/ Taunus  at 
Dagenham  and  Genk,  the  Capri  at 
Halewood  and  Cologne,  the  Consul/ 
Granada  at  Dagenham  and  Cologne. 
There  is  considerable  flexibility  to 
this  multinational  pattern.  "Once  you 
tool  up,"  says  one  Ford  executive,  "it's 
just  a  question  of  moving  the  tools." 


Ford  of  Britain's  Bill  Batty 

This  very  flexibility  is  one  of  the 
elements  that  so  alarms  both  govern- 
ment and  labor  about  Ford's  multina- 
tional structure  these  days.  "This  pro- 
duces many  fears  in  the  people  work- 
ing on  the  shop  floor,"  says  Transport 
&  General  Workers'  Union's  B.  Pass- 
ingham,  "because  it  means  the  com- 
pany can  automatically  switch  from 
one  plant  to  the  other  with  no  loss  of 
production.  We  are  now  getting  the 
line,  especially  with  the  dual  models, 
of  management  saying,  'The  Germans 
are  getting  on  with  theirs.  If  you  don't 
watch  out,  you'll  be  out  of  work.'  " 

Ford  executives  deny  that  dual  pro- 
duction provides  any  special  protec- 
tion against  labor  unrest,  except  in 
very  special  circumstances.  "We  can't 
plow  around  labor  unrest,"  says  Bill 
Batty.  "If  you're  near  capacity,  as  we 
are  now  in  both  Britain  and  Germany, 
you  can't  step  up  production  quickly 
to  deal  with  a  sudden  storm."  "When 
you've  got  a  volume  requirement  and 
a  line  on  both  sides,  that  gives  you 
some  protection,"  Paul  Lorenz  admits, 
"and  during  the  strike  last  year  we 
kept  stealing  engines  out  of  Genk  to 
keep  Saarlouis  going.  But  you  can't 
dual  source  and  protect  everything 
and  get  the  advantages  we're  after. 
Duplication  is  too  expensive,  so  you 
minimize  it  and  take  a  few  risks." 

As  Ford  executives  explain  it,  pure- 
ly economic  considerations  rather  than 
protectionism  are  the  determining  fac- 
tors in  investment  decision.  Ford  huilt 
at  Genk  and  later  Saarlouis  rather 
than  at  Cologne  because  cheap  land 
and  local  labor  were  readily  availabKv 
For  the  Consul/ Granada,  it  produced 
the  engines  in  England  and  the  sheet 
metal  in  Germany  i)ecause  it  could 
get  the  oconnmies  of  volume  produc- 
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Ford  of  Germany's  Dolph  Barthelmeh 

tion  by  manufacturing  each  compo- 
nent at  a  single  location. 

Such  multinational  sourcing  has 
made  Ford's  multinational  plants  in- 
ordinately interdependent,  so  that, 
far  from  protecting  it  against  labor 
problems,  Ford's  multinational  struc- 
ture is  as  likely  to  make  the  effects 
contagious.  The  Escort  uses  the  Kent 
engine,  for  instance,  just  as  the  Pinto 
does,  and  the  British  strike  shut  down 
Saarlouis  just  as  it  did  some  Pinto 
production  in  the  U.S.  Ford  is  chary 
with  figures,  but  a  month-long  British 
strike  in  1969  cost  Ford  of  Europe 
about  $117  million  in  lost  production, 
over  $26  million  of  it  on  the  Continent. 

"In  calculating  an  investment," 
Lorenz  says,  "what  we  do  is  go» 
through  an  economic  and  financial 
evaluation  that  says:  Here  is  the  best 
and  most  economical  place  to  produce 
such  and  such  a  component.  We  went 
through  that  exercise  when  we  se- 
lected Bordeaux  for  the  automatic 
transmission  plant  we're  now  build- 
ing. People  said  that  was  politically 
motivated,  but  it  wasn't.  You  sat 
down  and  considered  the  alternatives, 
and  everything  finally  said  that  Bor- 
deaux was  the  best  place  to  go.  We 
were  already  in  Belgium,  heavily  con- 
centrated in  Germany  and  Britain,  we 
had  nothing  in  France,  a  significant 
market,  so  it  was  a  natural  place  to 
look."  Bordeaux  had  local  labor,  a  lo- 
cal university,  a  tidewater  location. 

The  unions,  however,  do  not  buy 
this  argutnent.  "We  know  their  alter- 
native supplies  can  only  be  boosted 
for  a  short  period,"  says  David  Lea, 
secretary  of  the  Economics  Depart- 
ment of  Britain's  powerful  Trades 
Union  Congress.  "The  problem  is  that 


capital  is  more  mobile  than  labor.  It's 
freer  to  move  in  response  to  cost  fac- 
tors and  market  factors.  So  it  is  in  the 
area  of  investment  decisions  rather 
than  sheer  wage  pressure  where  the 
impact  of  the  multinational  corpora- 
tion is  really  seen." 

Indeed,  during  last  year's  strike, 
Henry  Ford  threatened  British  labor 
with  the  mobility  of  Ford's  capital. 
He  crossed  Britain  off  his  list  of  pos- 
sible sites  for  a  $72-million  engine 
plant.  He  warned  that  Ford's  direc- 
tors would  have  to  consider  carefully 
the  suitability  of  Britain  for  further 
investment.  Finally,  he  announced 
plans  to  pull  Pinto  engine  production 
out  of  Britain  and  build  the  new  en- 
gine plant  in  Lima,  Ohio. 

Yet  Ford's  response  was  not  quite 
so  brutal  as  it  seems.  Ever  since  the 
mid-Sixties,  the  emphasis  of  Ford  of 
Europe's  capital  investment  has  been 
shifting  away  from  Britain  and  onto 


the  Continent.  So  Ford's  threat  simply 
confirmed  an  existing  trend.  And  once 
the  Pinto  production  is  withdrawn, 
Dagenham's  engine  plants  will  hardly 
stand  empty:  Ford  already  needs  the 
capacity  to  meet  European  demand. 

Nothing  Doing 

In  Europe,  where  labor  still  has  a 
strong  socialist  tradition,  this  shifting 
of  capital  may  one  day  lead  to  threats 
of  nationalization.  But  that  is  easier 
said  than  done:  No  single  national 
unit  of  Ford  of  Europe  is  really  self- 
sustaining,  so  that  if  any  government 
should  attempt  to  take  one  over,  it 
would  get  a  business  dependent  up- 
on Ford  subsidiaries  in  other  coun- 
tries—for components,  for  markets 
and  for  management.  The  new  auto- 
matic transmission  plant  Ford  is 
building  at  Bordeaux,  for  example, 
will  supply  Ford's  U.S.  and  European 
operations.  If  the  French  should  ever 
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decide  to  take  it  over,  unless  they 
develop  alternative  markets  for  their 
output,  they  would  very  probably  get 
something  of  very  little  long-term 
value.  Ford  would  unquestionably  be 
hurt,  but  its  loss  might  not  constitute 
any  appreciable  gain  for  anyone  else. 
A  transmission  plant  in  this  respect  is 
not  like  a  copper  mine  or  an  oil  well. 

Clearly  Ford's  position  is  no  casual- 
ly considered  one.  Until  a  decade  or 
so  ago  there  was  substantial  minority 
interest  in  both  the  British  and  Ger- 
man companies.  Ford  deliberately 
bought  them  in  order  to  be  free  to 
allocate  without  fear  of  conflict  of  in- 
terest their  financial  resources  as  it 
chose,  to  manufacture,  market,  plan 
on  a  multinational  and  mutually  de- 
pendent basis.  Ford  is  clearly  betting 
that  governments  will  have  more  to 
gain  by  leaving  it  alone  than  by  in- 
terfering in  its  affairs. 

Countervailing  Interests 

"The  demand  for  local  ownership," 
Lorenz  says,  "is  almost  inversely  re- 
lated to  the  stage  of  development  of 
the  country.  You  move  into  a  more 
sophisticated  economic  and  financial 
environment  like  the  Common  Mar- 
ket, and  they  say,  'You  want  to  spend 
•SlOO  million  on  a  plant  employing 
5,000  people?  Let's  talk  business.'  So 
I'm  not  greatly  worried.  You  can't  in- 
sist on  local  ownership  on  the  one 
hand  and  solicit  major  investment  on 
the  other." 

Ford  executives  concede  that,  when 
the  day  comes  when  it  is  possible  to 
incorporate  within  the  Common  Mar- 
ket, it  might  be  possible  to  sell  shares 
in  Ford  of  Europe  without  impairing 
the  effectiveness  of  what  it  has  built, 
though  how  this  would  be  preferable 
to  selling  shares  in  Ford  Motor  Co.  is 
difficult  to  see.  Christopher  Tugend- 
hat.  Conservative  Member  of  Parlia- 
ment and  author  of  The  Multination- 
als, probably  the  best  and  most  de- 
tached of  a  whole  spate  of  recent 
books  on  the  subject,  questions  wheth- 
er individual  share  ownership  would 
accomplish  much  for  anybody.  "The 
interests  of  the  small  group  of  people 
who  hald  shares  in  a  company  are  not 
necessarily  those  of  the  country  as  a 
whole.  Their  interest  in  terms  of  divi- 
dends, for  example,  is  not  the  em- 
ployees' interest  in  terms  of  jobs.  If 
the  British  government  ever  forced 
Ford  to  make  such  a  sale,  I  think  we 
would  lose  more  than  we  would  gain." 

Tugendhat  makes  an  important 
point.  By  and  large,  the  excitement 
of  what  Servan-Schreiber  once  called 
"The  American  Challenge"  seems 
largely  to  have  subsided  in  Europe. 
Ford,  after  all,  employs  68,000  people 
in  Britain,  so  that  anyone  who  dam- 
ages   Ford    of    Britain    damages    tlie 


British  economy.  And  not  simply 
through  the  loss  of  jobs:  through  the 
loss  of  exports.  For  Ford  is  Britain's 
second  largest  exporter— to  the  tune 
of  $750  million  last  year— and  without 
its  network  of  dealers  in  Europe  and 
the  U.S.,  Ford  would  be  exporting 
only  a  fraction  of  what  it  does  now. 

Tugendhat,  in  short,  is  looking  at 
multinationals  from  a  broader  point 
of  view  than  the  narrow  one  of  na- 
tional prestige  or  the  interest  of  a  few 
people.  In  defending  the  multination- 
als, he  is  looking  at  basic  economics. 

Left  to  themselves,  most  democratic 
governments  probably  would  accept 
this  point  of  view:  that  the  border- 
hopping  multinationals  contribute 
more  to  their  economies  than  they 
take  out;  because  they  are  efficient, 
multinationals  produce  more  and  bet- 
ter jobs,  and  people  without  jobs  have 
a  way  of  voting  politicians  out. 

Labor,  however,  is  another  matter. 
In  Europe  there  is  much  talk  though 
httle  action  of  international  trade  un- 
ions confronting  multinationals  with 
a  common  front,  thus  inhibiting  man- 
agement's abilit\'  to  shift  production 
from  high-cost  labor  areas  to  lower- 
cost  areas.  But  so  far  the  most  anyone 
hopes  for  is  simultaneous  bargaining 
on  an  industi-ywide  basis. 

Within  the  U.S.  itself  there  is  the 
Burke-Hartke  bill  and  all  it  repre- 
sents: the  mythology  that  Ford  has 
sent  to  Europe  capital  that  it  could 
have  used  to  provide  jobs  in  Detroit. 
That,  of  course,  is  a  fallacy  on  t\vo 


points.  Point  one  is  that,  without  Ford 
in  Europe,  the  business  would  have 
gone  to  Fiat  or  \^V  or  Renault  or 
British  Leyland;  Ford's  hope  of  ex- 
porting cars  to  Europe  today  is  vir- 
tually zero.  Point  two  is  this:  There 
was  no  capital  export.  Ford's  equity  in 
its  European  holdings,  better  than  $1 
billion,  represents  almost  entirely  the 
reinvested  earnings  of  some  60  years 
of  doing  business  in  Europe.  In  a  good 
Vear,  however,  dividends  from  Eu- 
rope bring  perhaps  $110  million  into 
the  U.S.  and  onto  the  credit  side  of 
the  U.S.  balance  of  payments. 

Ford  is  betting  heavily  that  the 
multinational  corporation  will  prevail. 
"We've  got,"  a  Ford  executive  says, 
"a  rhythm  of  not  thinking  short  term." 
He  means  by  this  that  Ford  expects 
to  see  the  boundaries  continue  to 
come  down  for  business.  That  Ford 
thinks  the  consumer's  insistence  on 
quality  at  a  price  will  eventually  over- 
whelm national  prejudices  and  trade 
union  truculence.  Henry  Ford  was 
talking  about  a  slightly  different  sub- 
ject to  stockholders  last  month,  but 
he  very  nicely  summed  up  the  case 
for  multinational  corporations: 

"I  believe  that  the  social  responsi- 
bility of  corporations  is  fundamentally 
what  it  always  has  been.  To  earn 
profits  for  shareholders  by  serving 
consumer  wants  with  maximum  effi- 
ciency. That  is  not  the  whole  of  the 
matter,  but  it  is  the  heart  of  the  mat- 
ter." It  is  very  much  the  heart  of  the 
matter  for  the  multinationals.  ■ 


Another  Part  of  the  Forest 


Unlike  Ford,  which  has  always 
operated  under  the  Ford  name 
everywhere  in  the  world.  General 
Motors  moved  into  Europe  through 
the  acquisition  of  Vauxhall  in 
Britain  in  1925  and  of  Adam  Opel 
A.G.  in  Germany  in  1929.  But 
GM's  experience  has  been  almost 
the  reverse  of  Ford's.  In  Europe 
its  greatest  strength  has  always 
been  Germany,  as  Ford's,  until  re- 
cently at  least,  has  always  been 
Britain.  And  in  Europe,  GM  is  far 
from  being  top  dog  in  the  industry; 
last  year  it  produced  just  over  a 
million  vehicles,  about  what  Ford 
did  in  spite  of  a  nine-week  strike  in 
Britain. 

Ford's  response  to  the  emergence 
of  a  common  European  auto  mar- 
ket has  been  to  create  a  single  line 
of  cars,  no  matter  where  produced. 
GM's  has  been  to  extend  the  mar- 
keting of  its  two  separate  lines  of 
cars  on  a  Europe-wide  basis.  This 
is  not  because  GM  has  any  ques- 
tion about  the  basic  homogeneity 
of  the  European  market;  but  from 


the  days  of  Alfred  Sloan  the  GM 
pattern  has  always  involved  com- 
petition between  divisions. 

"We  always  fight  each  other 
worse  than  we  do  outsiders,"  says 
Alex  Rhea,  the  new  American-born 
managing  director  of  Vauxhall.  "In 
the  aggregate,  GM  hopes  to  get  a 
greater  market  penetration  than 
they  would  marketing  a  single  line 
of  products  through  a  single  distri- 
bution system." 

GM  will  opt  for  commonization 
of  components  between  Vauxhalls 
and  Opels  where  it  can,  but  its 
basic  problems  are  different  from 
Ford's.  Opel  is  very  strong  in  Ger- 
many, but  GM  is  correspondingly 
weak  in  Britain,  where  it  ranks  a 
poor  fourth  in  the  market,  largely 
because  Vauxhall's  position  rests  on 
the  success  of  a  single  car,  the  Viva. 
GM  set  up  a  European  headquar- 
ters in  London  a  while  back  to  co- 
ordinate its  European  operations, 
but  GM-Europe  is  a  long  way  from 
being  the  tnie  multinational  that 
Ford  of  Europe  is. 
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The  Panda  Boom 

Toy  makers  recall  the  Teddy  Bear. 

What  Theodore  Roosevelt  did  for  the 
bear,  Richard  M.  Nixon  has  done  for 
the  panda.  Just  as  Roosevelt  created 
a  boom  in  stuffed  bears,  teddy  bears, 
so  Nixon  has  created  a  boom  in 
stuffed  pandas.  (Will  they  some  day 
be  called  dickie  pandas?) 

One  toy  industry  trade  magazine 
has  predicted  that  sales  of  stuffed 
pandas  may  reach  15  million  this 
year.  Since  they  retail  at  between  $2 
and  $40,  that  could  be  quite  a  boon 
for  the  nation's  toy  industry,  which 
had  a  bad  year  in  1971. 

The  vogue  for  teddy  bears,  which 
has  persisted  for  over  half  a  century, 
started  when  a  newspaper  cartoonist, 
to  illustrate  Roosevelt's  concern  for 
conservation,  showed  him  saving  the 
life  of  a  bear  cub.  The  rage  for 
stuffed  pandas  started  when  Chou 
En-lai  gave  Nixon  a  present  of  two 
live  giant  pandas. 

"Stuffed  pandas  had  always  been 
a  staple,"  says  Raymond  S.  Reed, 
president  of  F.A.O.  Schwarz,  the  na- 
tion's most  prestigious  toy  chain,  "but 
the  market  was  very  quiet."  With  the 
news  of  Chou's  gift,  the  boom  started. 

One  company  that  has  profited 
greatly  is  74-year-old  Gund  Manu- 
facturing of  New  York.  President  Her- 
bert Raiffe  "had  a  feeling,  you  know, 
in  business  sometimes  you  must  op- 
erate by  the  seat  of  your  pants,  that 
Nixon's  visit  to  China  would  create  a 
resurgence  in  pandas."  He  brought 
out  a  line  of  pandas  to  show  at  the 
New  York  Toy  Fair,  which  just  hap- 
pened to  coincide  with  the  visit. , 
Raiffe  will  not  reveal  how  many 
stuffed  pandas  Gund  is  selling.  "We 
tell  people  we're  turning  out  9,000  to 
10,000  a  day,"  he  says,  "but  that's  an 
exaggeration."  He  will  say  that  pro- 
duction is  70%  over  last  year's.  Most 
of  his  output  retails  at  $5  to  $7. 

Pascal  Kamar,  a  West  Coast  toy 
distributor,  also  had  a  hunch.  He  put 
in  large  orders  for  stuffed  pandas  with 
manufacturers  in  Japan  and  the  U.S. 
F.A.O.  Schwarz  took  the  first  batch 
and  sold  them  in  three  days.  Schwarz' 
best  sellers,  according  to  Reed:  "A 
family  of  pandas— a  baby  panda  at 
$6.95,  a  mama  panda  at  $12,  a  papa 
at  $20." 

Schwarz  has  contracted  for  all  the 
pandas  Kamar  can  supply,  but  only 
through  early  fall.  Fashions  in  toys 
can  change  fast  as  a  wink  these  days. 
("Charlie  Chaplin  dolls  are  booming, 
too,"  Reed  notes  warily,  "as  a  result 
of  Chaplin's  return  to  the  U.S.")  So 
there's  no  sense  going  overboard. 

Sic  transit  gloria  pandae.  ■ 
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No  one  can  take  the  ultimate  weight  of  decision-making  off  your  shoulders.  But  the  more  you  k 
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Jt  how  things  really  are,  the  lighter  the  burden  will  be. 


IBM 


s  Not  just  data,  reality. 


Chemical  Bank  introduced 

a  revdutionaiy  new  idea  in 

international  banking 


We  call  him  a  U.S.  international  officer. 

And  you  get  him  in  addition  to  the  account  service  officer 
other  banks  offer. 

What  he  does  is  handle  your  international  banking  and 
financial  needs  wherever  in  the  world  they  may  be.  And  what- 
ever in  the  world  they  may  be:  from  plant  acquisitions  or  expan- 
sions to  foreign  exchange,  to  sophisticated  international  finan- 
cial concepts. 

Our  world-wide  people* 

To  help  him  do  this,  he  is  backed  up  by  the  vast  knowledge 
and  experience  of  our  foreign  country  specialists  and  he  coor- 
dinates their  efforts  in  your  behalf. 

And  that  gives  you  one  man  to  deal  with  worldwide.  And 
saves  having  to  deal  with  one  man  for  your  business  in  the  Ear 
East,  another  for  Europe,  and  still  others  for  other  areas. 

Our  world-wide  experience. 

So  you  have  someone  thoroughly  versed  in  your  interna- 
tional requirements  and  our  international  resources  looking  out 
for  your  interests  worldwide. 


You  see,  at  Chemical  Bank,  if  we've  learned  anything  at 
in  the  147  years  we've  been  in  business,  we've  learned  that  th( 
better  we  know  your  business,  the  better  we  can  do  busine 
with  you  and  for  you. 

If  you  could  use  an  extra  man  working  on  your  intemation 
banking  and  financial  needs,  speak  to  your  Chemical  Bank 
representative. 

He'll  help  you  take  advantage  of  the  11  billion  dollars  w( 
have  invested  in  the  world. 

Our  world-wide  offices. 

Main  Office:  New  York.  Branch  Offices:  Brussels,  Frankfu 
London,  Paris.Tokyo,  Zurich,  and  Nassau.  RcprescntativeOffic 
in  Beirut,  Madrid,  Bogotd,  Buenos  Aires,  Caracas,  RiodeJancirOi' 
Sao  Paulo,  Mexico  City,  Hong  Kong,  Manila,  and  Sydney  Cot 
respondent  banks  in  over  185  nations. 

ChemicalBaink 

We  do  more  for  your  money. 


The  Money  Men 


"Scudder,  Stevens  &  Clark  Calling" 


Unless  you  ask  for  it,  you'll  never 
hear  that  on  the  telephone  or  get 
that  kind  of  a  knock  at  your  door. 
Unlike  the  Avon  lady,  the  Scudder 
man  rings  no  doorbells  on  behalf 
of  his  famous  Boston-founded,  Man- 
hattan-headquartered investment 
counseling  firm.  Most  Scudder  ref- 
erences come  either  over  the  tran- 
som or  through  word  of  mouth. 
The  Scudder  man  isn't  called  a 
salesman;  he's  a  portfolio  consul- 
tant. The  minimum  discretionary 
account  is  a  tidy  $300,000. 

And  yet  the  Scudder  man  is  a 
kind  of  salesman  all  the  same.  His 
spiel— if  Scudder  will  pardon  the 
term— does  not  promise  to  make  any 
prospect  rich;  most  of  them  al- 
ready are.  It  tends  instead  to  play 
on  the  insecurity  that  goes  with 
affluence,  the  fear  of  losing  what 
one  has,  either  through  inattention 
or  inflation  or  unwise  speculation. 
It  is  conveyed  in  a  well-bred  voice 
by  a  well-groomed  (but  not  mod) 
man  who  probably  has  an  Ivy 
League  college  and  a  New  England 
prep  school  in  his  background.  A 
cynic  says  of  the  Scudder  man: 
"He's  a  kind  of  social  worker  among 
the  rich." 

The  rich  seem  to  go  for  the 
pitch,  and  so  do  a  large  number  of 
pension  funds  and  other  conserva- 
tive institutional  investors.  In  addi- 
tion to  being  the  biggest,  Scudder, 
Stevens  &  Clark  is  the  oldest  of 
the  private  U.S.  investment  coun- 
seling firms,  having  been  founded  * 
in  1919.  The  firm  concedes  that  it 
manages  or  provides  advice  for 
several  billions  of  dollars  in  assets. 

There  are  no  stars  at  Scudder. 
The  portfolio  consultant  does  not 
do  his  own  original  research  on 
securities.  That  is  done  by  experts 
at  Scudder.  His  job  is  simply  to 
fit  the  individual  account  into  the 
overall  framework  of  investment 
selection.  Scudder  is  a  giant  mon- 
ey-management machine,  where  in- 
dividuals serve  as  brightly  polished 
cogs  producing  in  great  quantity  a 
solid  but  modest  product  of  con- 
sistent but  unspectacular  quality. 

"If  you  don't  understand  Scud- 
der, Stevens  &  Clark,"  says  the  top 
Scudder  man.  President  George  S. 
Johnston  (a  Phi  Beta  Kappa  from 
Yale),  "you'd  be  horrified  to  learn 
that  someone  like  our  Gumee  Hart 
supervises  25  separate  portfolios  in 


addition  to  spending  half  his  time 
discussing  the  firm  with  potential 
new  business.  Other  firms  claim  one 
man  can't  handle  more  than  ten 
accounts  well.  Gumee  couldn't  ei- 
ther except  for  our  organization." 

The  whole  emphasis  is  on  being 
part  of  an  organization.  Even  the 
smallest  {i.e.,  $300,000)  account 
has  two  men  watching  it.  And  the 
150  portfolio  consultants  frequently 
review  and  criticize  each  other's 
portfolios. 

In  total  research  capability 
Scudder  is  loaded  with  talent.  Its 
fabled  bond  department  follows 
10,000  bonds  and  uses  its  own  rat- 
ing system,  not  Standard  &  Poor's. 
It  often  takes  over  and  makes 
switches  in  bond  sections  of  port- 
folios directly  and  notifies  the  port- 
folio consultant  later.  In  equities, 
Scudder  follows  no  fewer  than 
1,600  stocks  and  has  a  buy,  sell  or 
hold  opinion  on  600. 

The  research  takes  a  long-range 
approach  that  is  almost  refreshing 
in  these  days  when  stocks  are  made 
or  broken  on  the  strength  of  a  sin- 
gle quarterly  report.  "I  can  draw  a 
straight  line  as  well  as  anyone," 
says  Herman  Liss,  the  highly  re- 
spected head  of  Scudder's  bond  de- 
partment, "but  that  isn't  research. 
Research  is  knowing  what  factors 
cause  those  lines  and  whether  they 
are  changing."  Liss  claims  that  this 
hard-rock  fundamentalist  approach 
saved  Scudder  from  the  mistake  of 
treating  utility  stocks  as  bond  sub- 
stitutes, an  approach  that  back- 
fired when  the  utility  fundamentals 
began  to  deteriorate. 

The  consultant  is  free  to  follow 
whichever  recommendations  he 
feels  are  appropriate  to  his  clients' 
tax  positions,  present  holdings  and 
goals.  But  when  a  consultant  gives 
a  client  an  opinion  on  an  oil  stock, 
he's  giving  the  Scudder  view,  not 
his  own.  Because  he  is  so  special- 
ized and  part  of  a  team,  he  can 
manage  what  looks  like  an  impos- 
sible number  of  portfolios. 

Senior  Vice  President  of  Law 
John  Casey  puts  it  this  way:  "A 
Scudder  portfolio  is  not  the  tailor- 
made  suit,  but  it's  not  the  suit  off 
the  rack  either.  It's  tailored  after  it 
comes  off  the  rack  to  fit  that  partic- 
ular individual." 

Nobody  claims  that  the  results 
have   been   spectacular.    In   recent 


Johnston  of  Scudder,  Stevens  &  Clark 

years,  the  trend  has  been  for  shop- 
ping around  for  the  adviser  who 
can  promise  the  biggest  gains. 
Scudder  made  no  effort  to  compete 
in  this  game.  "I  can  remember," 
says  President  Johnston,  "when  the 
heads  of  several  corporate  pension 
funds  came  to  me  and  said,  'We're 
only  getting  15%  from  our  present 
adviser.  Shouldn't  we  change?'  I 
said,  'No.  You're  not  going  to  do 
any  better  here.'  The  worst  disser- 
vice is  promising  what  you  can't 
deliver." 

Johnston  blames  some  of  the 
superperformance  mentality  on  a 
certain  type  of  business  school 
graduate.  "They  begin  by  saying 
you'll  never  do  well  unless  you 
shoot  high  and  anticipate  50%  gains 
on  every  purchase.  The  idea  is 
ridiculous.  How  can  most  large 
money  management  pools  earn  20% 
annually  when  long-term  corporate 
capital  is  earning  about  10%?" 

What  doe.s  Scudder  shoot  at? 
Johnston  won't  be  pinned  down. 
"You  have  to  define  it  in  rela- 
tionship to  the  environment  you  are 
going  to  live  in.  To  hang  it  on  a 
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Ws  doni;  ix^t  fiortlie  phone  to  rini 


Where  on  earth  will  the  new  phones  go? 

We're  using  airplanes  to  find  out,  photographing 
whole  regions  from  the  sky  to  check  on  the  growtti  of  cities 
and  suburbs. 

This  is  just  a  small  part  of  GTE's  planning. 

Planning  is  the  backbone  of  everything  we  do. 
Planning  is  behind  the  $6  billion  we're  going  to  spend  in  the 
next  five  years  to  expand  and  improve  our  telephone  service. 


Our  planning  takes  place  against  a  backgrounc 
constant  change.  Entire  populations,  businesses  and 
industries  are  on  the  move  and  growing. 

So  telephone  service  has  to  grow,  too.  Look  whc 
happened  in  the  60's.  In  ten  years  the  number  of  phon 
the  USA  increased  from  nearly  71  million  toover  115  mil 

Besides  growth,  there's  movement.  A  fifth  of  th 
country  moves  each  year  You  can  bet  that  the  150  billic 


I  [)  find  out  ivfao  needs  phones. 


e  calls  made  in  1969  didn't  all  conne  from  the  same 
es  as  in  1968. 

We  even  have  to  plan  for  the  fact  that  conversations 
la  hanging.There'sa  lot  of  machine  talk  going  on. 
le  of  our  best  customers  are  computers.)  And 
ile  are  talking  longer,  over  longer  distances. 

Different  kinds  of  calls  means  we'll  need 
types  and  mixes  of  equipment.     GERERALTELEPHonE  g  electrohics 


(SB 


Another  thing;  Whatever  we  do  now  is  going  to 
have  an  impact  10, 15, 25  years  from  now.  So  we  have  to 
plan  far  beyond  today's  needs. 

All  of  our  planning  is  intended  to  do  three  things: 

Make  sure  the  telephone  services  are  there 
before  you  need  them. 

Make  sure  everything  works  perfectly. 

And  make  sure  that  talk  stays  cheap. 


The  Money  Men 


fixed  figure  is  extremely  unrealistic. 
In  a  competitive  environment  we 
hope  to  stay  ahead  of  what  the 
averages  will  do  and  at  an  absolute 
minimum  preserve  purchasing  pow- 
er, which  hasn't  been  easy."  Put  in 
ordinary  language  rather  than  in 
Scudder  money  man  language,  this 
means:  Life  isn't  just  one  big  bull 
market  after  another;  what's  the 
use  of  scoring  big  in  bull  markets 
if  you're  going  to  be  wiped  out  in 
the  inevitable  bear  periods? 

With  this  kind  of  outlook,  Scud- 
der quite  naturally  does  not  re- 
strict itself  to  stocks,  but  uses 
bonds,  foreign  securities  and,  more 
recently,  real  estate.  "Anyone  who 
has  the  chance  to  buy  a  bond  yield- 
ing 7.5%  and  instead  buys  a  stock 
whose  total  return— dividend  and 
capital  gain— isn't  higher  than  that 
just  doesn't  understand  investing," 
says  Johnston. 

Johnston  demands  the  same  thing 
of  the  managements  he  continues 
to  be  interested  in.  He's  not  buying 
stocks  in  companies  that  are  pour- 
ing money  into  businesses  where 
the  return  is  4%  or  5%  when  they 
could  get  a  higher  and  safer  return 
in  a  savings  bank. 

"Breadth  of  experience  and  a 
willingness  to  look  at  many  alter- 
natives give  us  maximum  flexibili- 
ty," says  he.  "The  more  you  know 
about  alternatives,  the  more  you 
know  about  the  value  of  one  securi- 
ty. You  can't  judge  Merck  if  you 
only  know  Pfizer." 

Johnston  claims  other  firms  with 
fewer  research  people  are  forced 
to  look  for  simplified  investment 
crutches.  "They  want  a  rule  of 
thumb  to  invest  by,  like  put  all 
your  money  in  consumer  stocks  or 
don't  buy  any  stock  that  has  labor 
problems.  Sure,  we  all  want  to  own 
the  fastest-growing  company  with 
the  best  management  and  the  best 
finances.  But  when  those  compa- 
nies' prices  get  too  high,  the  over- 
simplifiers  have  a  problem.  There 
are  an  awful  lot  of  firms  that  take 
a  model  portfolio  approach  center- 
ing on  a  narrow  list  of  stocks,  be- 
cause their  limited  manpower 
doesn't  permit  them  more  choice." 

While  most  Scudder  assets  are 
in  equities,  bondman  Herman  Liss 
says,  "We've  done  work  here  in 
senior  securities  I  don't  think  is 
matched  anywhere  in  the  country. 
We've  got  some  extraordinarily  im- 
portant clients  in  the  institutions. 
We   bought   sterling   bonds   about 


the  low  of  the  postwar  cycle  and 
sold  millions  at  the  postwar  high. 
We've  shifted  from  U.S.  to  Cana- 
dian bonds  five  times.  We  bought 
real  estate  mortgages  at  the  widest 
spread  recorded  over  corporate 
bonds.  We've  recommended  their 
sale  at  the  lowest  spread  ever. 
We've  been  in  all  kinds  of  con- 
vertibles for  years  and  are  one  of 
the  largest  holders  of  convertibles 
in  the  world."  Small  wonder  other 
institutions  so  often  put  their  bond 
portfolios  under  a  Scudder  alumnus. 

If  the  crucial  test  of  any  invest- 
ment philosophy  is  the  bottom-line 
results,  how  have  Scudder  clients 
fared  on  the  bottom  line?  Scudder 
is  tight-mouthed  about  giving  out 
figures,  and  besides,  there  are  lit- 
erally hundreds  of  different  types 
of  accounts.  It  does,  however,  op- 
erate seven  no-load  mutual  funds 
(total  assets  8600  million),  and 
their  record  is  there  for  anyone  to 
inspect.  Its  highly  speculative  Scud- 
der Special  Fund  ($225  million  as- 
sets) has  done  well,  but  the  re- 
sults of  the  older  no-loads  are  not 
very  good. 

Its  Scudder,  Stevens  &  Clark 
Common  Stock  Fund  fassets  $175 
million)  scored  a  lowly  C  for  both 
up  and  down  markets  in  Forbes' 
latest  Mutual  Fund  Survey.  Its  more 
conservative  Balanced  Fund  did 
rate  A  in  down  markets  but  showed 
a  dismal  D  in  up  markets. 

Johnston  is  touchy  on  this  poor 
perforrrance  score,  but  he  claims 
that  "nearly  all  of  the  individual 
and  institutional  portfolios  have 
been  more  aggressively  managed 
and  did  much  better."  How  much 
better?  He  won't  say.  Why  the  dis- 
parity? Johnston  says  that  the  older 
no-loads  were  meant  for  use  by 
estate  trustees  and  had  to  set  con- 
servative investment  policies. 

An  elderly  money  man  disagrees, 
labeling  the  old  no-loads  as  "dump- 
ing grounds  for  the  money  of  their 
clients'  poor  relatives  or  gardeners." 

At  any  rate,  Scudder  has  not 
shared  in  the  recent  no-load  boom 
(Forbes,  Aug.  15,  1971).  Its  older 
funds  have  had  redemption  prob- 
lems, while  the  rest  of  Scudder's 
business  has  boomed.    • 

With  12  operating  branches  (in- 
cluding a  fairly  recent  one  in  Boca 
Raton,  Fla.),  however,  with  its  im- 
peccable Scudder  men  calling  and 
with  its  gold-plated  reputation  as 
a  Preserver  of  Capital,  Scudder 
seems  secure  in  one  of  the  top  spots 


among  nonbank  money  managers. 
With  annual  fees  running  from  60 
cents  per  $100  invested  to  30  cents, 
the  firm  probably  grosses  some  $15 
million  a  year,  which  is  big  money 
in  the  investment  counsel  business, 
and  the  profit  margins  are  unques- 
tionably very  high.  (Scudder, 
•Stevens  &  Clark  is  still  an  indepen- 
dent partnership. ) 

Johnston  insists,  moreover,  that 
firms  like  his  are  the  wave  of  the 
future.  His  basic  argument  is  this: 
Pure  investment  counseling  firms 
like  Scudder  are  free  from  the  con- 
flicts of  interest  that  afflict  money 
managers  who  do  other  things  as 
well.  "Because  we  are  not  tied  in 
with  investment  banking,  our  re- 
search recommendations  have  noth- 
ing to  do  with  what  Wall  Street  is 
distributing  at  a  particular  time." 
And,  of  course,  with  its  own  Scud- 
der men  doing  the  "selling,"  its 
own  staff  doing  the  research,  Scud- 
der has  nothing  to  gain  by  churn- 
ing portfolios  to  reward  people 
with  commissions. 

Johnston  came  to  Scudder  direct- 
ly from  Yale  after  considering  jobs 
at  both  U.S.  Trust  and  J. P.  Morgan. 
Likewise,  bondman  Herman  Liss 
describes  his  decision  in  terms  that 
apply  to  the  firm's  biggest  appeal 
today:  "I  went  with  Scudder  be- 
cause the  firm  had  style.  Even  when 
headquarters  were  in  Boston  and 
we  only  had  one  cold  wooden 
bench  for  prospective  clients  to  sit 
on,  Mr.  Clark  acted  with  majesty. 
Everyone  conveyed  an  air  of  cour- 
tesy, friendliness  but  seriousness." 

And  who  can  deny  that  Scudder's 
courtesy,  friendliness  and  serious- 
ness do  indeed  fill  a  function  for 
many  of  the  wealthy  of  the  nation? 
This  is  a  true  story,  slightly  altered: 
A  young  Westerner  inherited  $4 
million  when  his  father  died.  Cocky, 
he  put  $2  million  into  a  series  of 
businesses,  all  of  which  went  bad 
and  left  him  somewhat  in  debt. 
But  a  Scudder  man  had  persuaded 
him  to  leave  half  the  estate,  $2 
million,  in  a  conservative  account 
with  Scudder.  A  poorer  but  still 
wealthy  man,  he  survived  both  the 
1970  crash  and  his  own  rashness. 
He  can  thank  Scudder  for  saving 
him  from  pauperdom.  "It's  really 
educating  youth,"  says  Johnston. 
"We've  seen  many  cases  where  in- 
heritors deplete  everything  but 
what  they  can't  get  their  hands  on." 
Social  work  for  the  rich  is  not  a 
bad  description!  ■ 
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The  Two  Faces  of  Bill 

Aging  playboy.  Sharp  businessman.  Reno  gambler  Bill 
Harrah  manages  to  play  both  roles  at  the  same  time. 


Streaking  to  Reno  at  150  mph  in  his 
tomato-red  Ferrari,  dressed  in  a  flashy 
Italian  suit,  William  Fisk  Harrah 
doesn't  look  like  the  brains  behind 
Nevada's  most  profitable  hotel-casino 
empire,  nor  the  employer  of  2%  of  the 
state's  work  force.  But  he  is. 

Yet,  touring  his  spotless  casinos 
with  an  aide  trailing  dutifully  along, 
he  also  doesn't  look  like  the  impulsive 
60-year-oId  swinger  who  has  been 
married  to  three  stunners  in  the  last 
three  years,  including  a  four-month 
fling  with  singer  Bobbie  Gentry.  But 
Bill  Harrah  is. 

Asked  to  describe  himself,  the  tight- 
lipped  Harrah  replies:  "Weird." 

Given  his  contradictory  nature,  peo- 
ple  around   Reno   stopped   trying   to 


mooned  is  worth  $869,000),  bank- 
rolled his  costly  hobby  (the  world's 
largest  auto  collection  with  a  book 
value  of  $12  million)  and  even  footed 
the  bill  for  his  costliest  divorce  (the 
settlement:  a  cool  $3  million) . 

Why  sell  even  a  slice  of  such  a 
bountiful  company?  Surprisingly,  the 
normally  cautious  Harrah  had  gotten 
himself  in  a  deep-rooted  jam  that 
traces  back  to  the  Thirties. 

Harrah  hit  Reno  in  1937,  just  a  step 
ahead  of  Attorney  General  Earl  War- 
ren's crackdown  on  California  gaming, 
and  bought  a  tiny  bingo  parlor.  Slow- 
ly he  added  slot  machines,  roulette, 
craps  tables  and  card  games  like  "21." 
By  1952  he  owned  a  modest  casino 
on  the  main  drag,  no  better  nor  worse 


joints  until  then,  full  of  nickel  and 
dime  slots,"  recalls  a  local  man.  "But 
Harrah  screwed  it  all  up.  The  same 
old  players,  local  folks  and  families 
from  California,  all  wanted  to  play 
their  nickels  in  the  carpet  joint." 

Next  Harrah  hired  prestigious  think 
tanks,  including  Stanford  Research 
Institute,  and  pioneered  a  year-round 
casino  in  Lake  Tahoe,  right  on  the 
California  border.  Thus  he  got  first 
crack  at  the  out-of-state  motorists  who 
make  up  a  majority  of  the  area's 
gamblers.  To  keep  them  coming  in 
winter,  Harrah  plowed  the  snow  and 
chartered  up  to  30  buses  a  day. 

By  the  mid-Sixties  Reno's  Harrah 's 
was  the  Sears,  Roebuck  of  northern 
Nevada.  It  had  high  volume,  low 
unit  profit,  a  commanding  30%  of  the 
market  and  very  little  competition. 
Since  Harrah  wanted  nothing  to  do 
with  cutthroat  Las  Vegas,  he  seemed 
ready  to  slow  down.  The  Harrahs 
moved   out   of   Reno's   old   Riverside 


BiW  Harrah  likes  fast  cars  and  prefiy  women.  He's  mar- 
ried ihree  of  the  latter,  first  Scherry  (left),  then  Bob- 


bie Gentry  (with  Harrah)  and  the  current  Mary  Bur- 
ger Harrah.  He  recently  got  himself  a  new  hairdo,  too. 


figure  him  out  decades  ago.  But  even 
they  were  startled  last  fall  when* 
Harrah  sold  13%  of  his  Harrah's  to  the 
public  for  $4  million  (after  taxes  and 
expenses).  As  the  selling  stockholder, 
Harrah  got  only  $2  million;  the  com- 
pany took  the  rest.  In  these  days  of 
multimillion-dollar  new-issue  cash-ins 
by  private  companies,  this  seemed 
uncharacteristically  modest. 

None  of  it  added  up.  Only  a  few 
years  before,  Harrah  had  walked  away 
from  Howard  Hughes'  offer  of  about 
$40  million  cash  for  the  whole  pot. 
And  Harrah's  $84-million  (sales)  com- 
pany, though  it  was  expanding,  didn't 
seem  to  need  the  public's  money  ei- 
ther. So,  why  would  Harrah  trade  the 
joys  of  private  ownership  for  the 
rigors  of  public  scrutiny? 

And  there  were  plenty  of  private 
joys.  Through  the  years  Harrah's  had 
taken  special  care  of  its  sole  stock- 
liolder.  It  paid  him  dividends  (totaling 
nearly  $2  million  since  1967),  bought 
lavish  mountain  retreats  (the  one 
where   he   and   Miss   Gentry  honey- 


than  five  or  ten  others  in  town.  Har- 
rah, then  already  40,  was  drinking 
heavily,  so  were  his  wife  Scherry  and 
his  right  hand.  Bob  Ring. 

But  overnight  Harrah's  playboy  life 
came  to  a  jarring  halt.  He  wrapped 
his  car  around  a  post,  broke  his  neck 
and  swore  off  booze.  So  did  Scherry 
and  Bob  Ring.  For  the  next  15  years 
Harrah  was  all  business.  He  traded 
his  cowboy  string  tie  for  a  banker's 
blue  suit  and  set  out  to  make  Har- 
rah's northern  Nevada's  best  casino. 

In  those  days  the  leader  was  his 
next-door  neighbor,  Harold's  Club, 
owned  by  Raymond  (Pappy)  Smith 
and  his  boisterous  son,  Harold  (who 
once  fiddled  over  the  public  address 
system  as  customers  fled  a  fire).  At 
first  Harrah  borrowed  Pappy's  ideas 
by  also  hiring  smiling  women  dealers, 
adding  rows  of  slots  and  advertising 
out  of  state.  Then  Harrah  began  in- 
novating too— with  jackpot  bells  for 
his  slots,  one-way  mirrors  to  spot 
cheaters  and,  most  important,  plush 
carpets.  "Reno  clubs  were  all  sawdust 


Hotel  across  from  his  office,  bought 
a  $1 -million  home  in  the  country  and 
adopted  two  babies.  Scherry  told  a 
local  reporter  in  1965:  "Bill  says,  'Now 
I  have  everything  I  want.'  I  never 
thought  I'd  hear  him  say  that." 

But  Harrah  was  headed  for  an- 
other sharp  turn  in  his  career  like 
1952.  This  time,  instead  of  breaking 
his  neck,  he  got  a  haircut.  A  Caesar 
cut,  at  age  57.  His  wife  got  the  mes- 
sage—and $3  million,  when  they  split 
up  after  20  years.  Harrah  discarded 
his  banker's  suits  for  mod  fashions 
handmade  in  Rome  and  Beverly  Hills, 
tinted  glasses— and  some  swinging  bus- 
iness plans  to  match.  He  would  build 
the  high-rise  hotels  atop  his  Reno 
and  Tahoe  casinos  that  he  had  al- 
ways dreamed  about.  After  filling  his 
slots,  his  patrons  would  sleep  over 
his  tables. 

Before  1968  the  old  consei-vative 
Mr.  Harrah  had  never  borrowed  more 
than  $4.5  million  short  term  (and  un- 
secured) from  the  bank  on  the  corner. 
He  never  took  a  cent  from  the  Team- 
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Colorado  meat  packers 
have  a  prime  reason  for 
shipping  their  steaks 
Burlington  Northern:  We 
take  them  915  miles  to  Chicago 
markets  for  about  2^  a  p  ound . 

We  trim  their  shipping 
costs  down  to  the 
bone  by  keeping 
our  railroad  up 
to  the  minute. 


Whether  you're 
shipping  steaks  or  brakes 
or  cornflakes,  you  owe  it 
to  yourself  to  find  out  how  a 
modern  railroad  can  help  you 
hold  the  line  on  distribution 
costs.  Everybody's  looking 
for  a  better  way 
to  go. 

Maybe  we  Ve 
got  yours. 


Ihe  better  %ve  get,  the  better  it  is  for  you. 


sters  nor  any  other  long-term  lender. 
But  the  new,  swinging  Mr.  Harrah 
quickly  nailed  down  $10  million  long 
tenn  for  his  24-story  Reno  hotel,  and 
began  seeking  $12  million  more  for 
his  18-story  Tahoe  addition.  To  secure 
the  loans,  he  decided  to  hock  virtual- 
ly everything  in  sight. 

Late  in  1968,  a  year  before  Harrah 
opened  his  Reno  hotel  and  married 
Bobbie  Gentry  (in  Reno,  of  course), 
Howard  Hughes  tried  to  buy  him  out. 
"I  figured  the  property  was  worth  $30 
million  then,"  says  Harrah  in  his 
pitchless  drone,  "so  when  Bob  Maheu 
[Hughes'  ex-lieutenant]  approached 
me,  I  said  $50  million.  Then  Maheu 
phoned  someone  he  called  Mr. 
Hughes— at  3  a.m.  from  my  house. 
Real  cloak-and-dagger  stuff.  It  must 
have  really  been  Hughes,  because 
Maheu  started  getting  dumb  answers, 
like  the  deal  is  off  unless  I  throw  in  a 
Duesenberg  from  the  auto  collection. 

"It  got  ridiculous,  so  I  called  off 
the  whole  thing." 

The  few  Harrah's  executives  that 
he  informed  about  his  Hughes  de- 
cision weren't  surprised.  The  com- 
pany's net  worth  was  approaching 
$30  million,  earnings  were  increasing 
15%  a  year  and  there  was  room  for 
expansion  in  Reno  and  Tahoe.  Any- 
how,   who    needed    all    that    cash? 


Harrah  already  had  everything  mon- 
ey could  buy. 

But  then  Harrah's  went  public  after 
all.  What  happened? 

Bill  Harrah's  Secret 

The  answers  lie  on  both  sides  of 
Harrah's  personality.  As  Mr.  Business- 
man, he  wanted  to  settle  his  "estate 
problems."  But  most  important,  as 
Mr.  Swinger,  he  had  gotten  himself 
deeply  in  debt.  He  personally  owed 
Harrah's  $650,000  (plus  $136,005 
owed  by  his  Rolls-Royce  and  Ferrari 
agency).  Harrah  in  debt?  What  about 
his  salary  and  dividends,  which  top- 
ped $750,000  in  1971? 

Says  Harrah,  "I  was  spending  more 
than  I  was  getting." 

Spending  on  what?  "Living.  Just 
living.  I  like  beautiful  stuff.  I  like  to 
be  seen  with  attractive  women.  And 
I  like  to  buy  them  things— a  ward- 
robe, furs,  diamonds." 

Indeed,  Harrah  blew  a  year's  salary 
-about  $150,000-on  Bobbie  Gentry's 
engagement  ring,  which  according  to 
one  ogler  "made  Liz  Taylor's  look 
tiny."  Then  there  was  $100,000  to  re- 
furbish a  log  cabin,  his  $l-million 
home  and  $500  for  swans  that  prompt- 
ly flew  the  coop. 

"I  don't  regret  any  of  it.  I  didn't 
drink  the  money  away;  I  spent  it  on 


things  I  hke.  Anyway,  up  'til  now,  I 
never  had  much  cash." 

The  company  applied  its  share  of 
the  public  offering  to  hotel  expan- 
sions. What  did  Harrah  do  with  his 
$2  million?  "I  planned  to  put  the 
money  in  a  sack  and  walk  past  the 
bingo  parlor  where  I  started  and  then 
around  my  new  Reno  hotel,  just  swing- 
ing that  sack  from  my  hip.  But  all  I 
did  was  pay  my  debts,  buy  an  apart- 
ment house  and  some  stock  and  put 
the  rest,  about  $800,000,  in  90-day 
certificates  of  deposit.  I  think  I'm  in 
CDs.  Ask  my  aide.  Oh  yeah,  I  also 
invested  in  a  gas  well.  And  funny 
thing,  it  hit.  I  get  $1,200  a  month 
for  20  years." 

Harrah  kept  talking  about  his  cash. 
But  he  never  mentioned  the  biggest 
payoff  of  all.  Harrah's  stock,  which 
opened  last  fall  at  $16  a  share,  took 
a  roller-coaster  ride  and  settled  at 
around  $50.  That  means  that  Harrah, 
who  still  owns  over  3  million  shares, 
has  a  paper  net  worth  of  $150  mil- 
lion; and  all  Howard  Hughes  was 
going  to  give  him  was  $40  million! 
So  now  Bill  Harrah  has  the  best  of  all 
possible  worlds.  He  still  owns  87%  of 
his  company— almost  as  good  as  own- 
ing 100%— and  if  he  ever  gets  in  debt 
again,  all  he  needs  to  do  is  sell  a  little 
more  stock.  ■ 
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The  Bigger  They  Are  - . . 

.  .  .   the  harder  they  are  to  turn 
around.  A  case  in  point:  Union  Carbide. 


Some  companies  are  big  the  way  In- 
ternational Business  Machines  or 
Sears,  Roebuck  are  big.  They  are 
growing,  profitable  and  hard  to  stop. 
Then  there  are  companies  that  are 
big  the  way  Union  Carbide  is  big— 
that  is,  just  hard  to  change.  It's  a 
matter  of  inertia:  The  bigger  you  are, 
the  harder  it  is  to  stop  when  you're 
moving,  but  the  harder  it  is  to  get 
started  again  when  you're  stalled. 
Union  Carbide  has  been  stalled  for  a 
number  of  years.  Its  earnings  were  no 
better  last  year  than  a  decade  ago, 
and  its  return  on  equity  has  dropped 
from  15%  to  less  than  9%.  It  amounts 
to  this:  An  investment  of  more  than 
$3  billion  in  plant  and  equipment  over 
a  decade  has  added  $1.4  billion  to 
sales  but  zilch  to  profits. 

Since  last  year  the  task  of  getting 
Carbide  moving  again  has  fallen  to 
an  aff^able  veteran  of  30  years  with 
the  company,  F.  Perry  Wilson,  57. 
Chairman  Wilson  has  no  illusions 
about  any  fast  turnaround.  He  speaks 
persuasively,  however,  about  getting 
the  company  off  dead  center  in  the 
next  few  years. 

The  Same,  buf  Different 

In  part,  Carbide  shares  its  problems 
with  the  rest  of  the  big  U.S.  chemical 
companies,  eight  of  which  (Allied, 
American  Cyanamid,  Carbide,  Cela- 
nese,  Dow,  du  Pont,  Grace  and  Mon- 
santo) have  over  $1  billion  in  sales. 
"Every  company  used  to  look  at  the 
growth  in  the  marketplace  as  being 
all  its  own,"  is  the  way  Wilson  puts 
it.  And  as  everybody  built  to  meet 
the  same  increase  in  demand,  the  re- 
sulting overcapacity  and  falling  prices 
chopped  everyone's  profitability.  Wil- 
son figures  that  Carbide's  chemicals 
and  plastics  prices  last  year  were  only 
65%  of  their  1957-59  average,  com- 
pared with  a  22%  rise  in  the  indus- 
trial commodity  price  index. 

But  Carbide's  troubles  stand  out 
even  in  such  a  setting.  A  decade  ago. 
Carbide  ranked  second  only  to  du 
Pont  in  both  sales  and  profitability. 
Today  it  is  hanging  on  as  No.  Two 
in  sales,  but  it  has  tumbled  to  fifth 
in  profitability  among  its  billion-dol- 
lar U.S.  competitors. 

There  were  two  bright  spots.  One 
was  Carbide's  foreign  business,  which 
has  grown  some  50%  since  1966  to 
$900  million,  almost  30%  of  1971  sales 
(U.S.  sales  were  up  10/^),  while  also 
yielding  better  margins.  The  other 
was  its  consumer  products  like  Pres- 
tone  antifreeze.  Glad  Bags  and  Ever- 


eady  batteries  which  had  doubled  in 
the  past  ten  years  to  provide  23%  of 
1971  sales  (or  $696  million)  and  35% 
of  pretax  income. 

Obviously,  these  were  the  horses  to 
back,  as  Dow  (second  in  return  on 
equity)  did  when  it  boomed  its  for- 
eign earnings  to  45%  of  its  total,  and 
as  Cyanamid  (third  in  return  on 
equity  and  second  in  return  on  in- 
vestment) did  when  it  acquired  and 
built  itself  to  the  place  where  over 
half  of  sales  and  nearly  three-fourths 
of  earnings  now  come  from  nonchemi- 
cal  products.  But  that  is  precisely 
what  Carbide  did  not  do.  Instead,  it 
spent  most  of  its  nearly  $2-billion  cap- 
ital expenditures  in  the  last  five  years 
protecting  the  positions  it  already  had 
in  chemicals  and  plastics,  where  it  got 
40%  of  its  sales  last  year  but  only  22% 
of  pretax  net. 

For  example,  $250  million  went  in- 
to one  of  the  world's  most  sophisti- 
cated chemical  complexes  at  Taft, 
La.,  where  computers  watch  other 
computers  control  an  annual  output 
of  3.5  billion  pounds.  Taft  and  other 
new  facilities  have  replaced  some  3 
billion  pounds  of  older,  uneconomic 
capacity  that  Carbide  has  since  shut 
down,  thereby  modernizing  and  in- 
creasing capacity.  The  rationale  of 
building  Taft,  in  Wilson's  view,  was 
the  protection  of  an  existing  Carbide 
preserve:  "I  suspect  that  we  lost 
many  millions  of  dollars  of  chemical 
sales,"  he  says,  "because  there  were 
lowball  prices  we  just  couldn't  meet 
with  those  old  facilities." 

The  Taft  complex  was  supposed  to 
make  even  lowball  prices  profitable, 
but  so  far  it  has  done  anything  but. 
First,  the  "monster,"  as  Wilson  calls 
it,  had  long-lasting  start-up  problems 
that  cost  the  company  an  estimated 
$25  million  to  $50  million. 

Wilson,  however,  voices  no  regrets 
at  the  concentration  on  chemicals  and 
plastics  that  Taft  represents:  "Our 
knowhow  and  efficiency  in  chemicals 
leads  us  to  believe  that  they  are  still 
a  darn  good  business,  even  though 
they  are  classified  as  commodities. 
Prices  are  down  now  to  the  point 
where  I  don't  think  they  can  go  a 
great  deal  lower." 

In  fact,  Carbide  is  even  outdoing 
Taft  with  a  new  $300-million  facility 
with  3.5  billion  pounds  of  annual 
capacity  now  coming  on  stream  at 
Ponce,  Puerto  Rico.  This  one  is  start- 
ing up  smoothly,  Wilson  reports;  and 
it  certainly  has  a  better  shot  at  prof- 
itability, because  Carbide  will  enjoy 


a  17-year  tax  holiday  on  its  Puerto 
Rican  earnings  so  long  as  it  does  not 
repatriate  them  to  the  U.S. 

Wilson,  while  promising  no  quick 
results  from  all  this,  has  taken  decisive 
steps  to  check  the  long  decline  in 
profitability.  He  has  shaken  up  man- 
agement, cut  back  on  capital  spend- 
ing, slashed  U.S.  employee  rolls  by 
8%  in  a  single  year.  On  a  very  modest 
(1.5%)  gain  in  sales,  earnings  rose  to 
82  cents  in  1972's  first  quarter  from 
72  cents  last  year.  With  a  strong  econ- 
omy, FoRBE.s  estimates  Carbide  could 
beat  197 1's  $2.53  a  share  by  as 
much  as  15%. 

These  are  welcome  improvements, 
but  cuts  can  only  go  so  far  and  their 
impact  be  felt  for  so  long.  The  bigger 
task  lies  ahead.  Wil.son  knows  where 
he  would  like  Carbide  to  be:  "Some 
day  I'd  like  to  see  us  with  50%  of  our 
sales  in  consumer  products,"  he  says. 
To  this  end,  Wilson  has  reshaped  his 
research  and  development,  believing 
that  Carbide  will  not  be  able  to  make 
good  enough  and  big  enough  acquisi- 
tions at  reasonable  prices,  and  so  will 
have  to  redress  its  product  balance  in- 
ternally. "That,"  he  confesses,  "is 
slow,  very  slow,  for  a  company  this 
size.  We  won't  reach  that  50%  figure 
in  my  lifetime."  Admittedly,  that's  not 
the  kind  of  talk  that  is  calculated  to 
make  a  go-go  money  manager  reach 
for  his  telephone,  but  it's  the  kind  of 
honest  realism  that  ought  to  assure  a 
true  long-term  investor.  ■ 
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''SOME  OF  MY 
BEST  IDEAS 
COME  FROM  ADS- 
LIKE  OUR  NEW 
CHECK  CASHING 
ID  SYSTEM 
AS  SIMPLE  AS 
A  POLAROID  LAND 
CAMERA'; 


G.  A.  MORTIMER 

PRESIDENT 

AMERICAN  BILLING  CORPORATION 


"/  read  ads  for  ideas.  I'll  give  you 
an  example. 

To  further  enhance  our  ABC 
Billing  Systems,  American  Billing 
Corporation  has  been  developing  a 
check  cashing  ID  system. 

We  were  weighing  the  alterna- 
tives, when  I  saw  an  ad  on  the 
Polaroid  ID-3  System.  It  produces 
a  finished  card  with  full-color 
picture  and  data  on  a  single  piece 
of  film.  Bonded  in  plastic.  And  all  it 
takes  is  two  minutes. 

The  ad  was  enough  to  whet  our 
curiosity,  and  motivate  a  phone 
call  to  Polaroid  in  Massachusetts  to 
arrange  for  a  demonstration  at 
our  Denver  offices. 

The  Polaroid  ID-3  Identification 
System  is  now  an  integral  part  of 
our  check  cashing  system. 

I'll  admit  I  read  ads.  Some  of  my 
best  ideas  come  from  them." 

Business  advertising  works. 

Business  people  prove  it. 

And  so  does  recent  research, 
like  the  Morrill  Study.  Based  on  in- 
terviews with  40,000  'brand  de- 
ciders', the  study  shows  that  share 
of  market  goes  up  when  sales 
calls  are  supported  by  advertising, 
and  selling  expense  as  a  percent 
of  sales  goes  down. 

For  more  information  on  the 
Morrill  Study,  contact  a  sales  office 
of  any  of  the  publications  below. 


R>rbes 


Rntune 


Time 
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U^News  *'«**« 


REPORT 


BusinessWeek/ 

Make  a  regular 

appointment  with 

management. 


HowAlcan 
helps  keep  the  egg  foo 

younger. 


Let  s  face  it.  Cold  egg  foo  young  is  like 
yesterday  s  fried  rice. 

That's  why  Chinese  restaurateurs  are  using 
reheatable  foil  containers  made  by  Alcan 
Aluminum  for  their  growing  take-out  business. 
To  help  keep  goodies  like  the  egg  foo  younger.  And 
keep  the  fortune  cookie  from  crumbling. 

All  across  the  country  the  competition 
in  Chinese  cookery  is  getting  dragon-fierce. 
And  the  successful  guys  need  to  think 
about  giving  added  extras.  And  using  modem 
merchandising  tools.  Like  having  a  generous  hand 
with  the  snow  peas.  And  packing  the  take-out 
portions  in  up-to-date  aluminum  instead  of 
those  old  cardboard  goldfish  containers. 

Alcan  s  container  foil  is  an  important  element 
in  the  convenience-food  industry— for 
take-out  food,  for  frozen  pizzas  and  pastries, 
or  for  any  container  that  needs  to  be 
lightweight,  durable  and  reheatable. 

Alcan  is  big— and  getting  bigger— in  the 
foil-container  business.  But  why  not 
find  out  what  else  Alcan  is  up  to?  In  the 
United  States,  in  Canada  and  in  more  than 
100  other  countries.  Write  for  our  booklet, 
"Introducing  Alcan!'  Address:  Alcan        J^\ 
Aluminum  Corporation,  100  Erieview^^n 
Plaza,- Cleveland, Ohio 44114.  >ai_can  - 

Alcan.  The  aluminuin  compan)^. 


The  last  word  on  mutual  funds... 
and  getting  to  the  people  nnost  concerned 


17TH  ANNUAL 
MUTUAL  FUNDS  ISSUE 


AUGUST  15, 1972 


Last  year  the  FORBES  Mutual  Funds  Issue  gave  our 
readers  the  inside  track  on  no-load  mutual  funds.  In- 
vestors learned  that  no-loads  (so  named  because  they 
charge  investors  no  sales  "load"  or  commission)  had 
come  into  favor  as  never  before.  In  three  years  wobbly 
for  business  in  general  — 1968  to  1970— owners  of 
shares  in  no-loads  tripled  in  number.  So  that  by  70, 
one  mutual  funds  shareholder  out  of  every  ten  was  in 
no-loads. 

But  a  FORBES  Mutual  Funds  Issue  gives  more  than  a 
particularized  view.  It  rates  the  whole  spectrum  of 
more  than  400  different  funds.  Over  the  long  range 
of  a  decade  and  over  the  short  range  of  last  year.  It 
rates  the  loadeds  and  the  no-loads,  the  big  funds  and 
the  babies,  the  stock  funds  and  the  balanced  ones. 
The  works. 

FORBES'  rating  system  is  the  most  efficient  we  know 
of.  Funds  are  rated  two  ways— by  their  performance 
when  the  market  is  rising,  and  when  it's  falling.  Two 
very  different  things.  So  two  different  ratings.  The 
best  funds  are  those  rated  high  in  both. 

Can  there  be  any  doubt  that  FORBES  is  a  force  in  the 
financial  and  investment  communities?  It  gets  to  the 
managers  of  mutual  funds,  who  decide  which  corpo- 


rate stocks  to  buy.  Our  last  subscriber  study  tells  us 
two  out  of  five  subscribers  help  make  investment  de- 
cisions for  others. 

It  gets  to  the  top  corporate  officers  in  whose  compa- 
nies shares  are  bought.  Three  out  of  four  corporate 
officers  in  America's  biggest  corporations  read 
FORBES  regularly.  Continuing  studies  made  by  re- 
searchers Erdos  and  Morgan  over  the  past  five  years 
confirm  this  fact. 

It  gets  to  the  shareholders  themselves.  Almost  50% 
of  our  subscribers  own  mutual  funds.  The  average 
subscriber  owns  $17,000  worth.  And  95%  of  FORBES 
subscribers  own  corporate  stocks,  the  average  owning 
$120,000  worth. 

Reserve  your  space  now  in  our  Mutual  Funds  Issue  of 
August  15th.  A  necessary  place  to  be  seen,  especially 
for  a  corporate  ad.  Call  your  local  sales  rep,  or  write: 
Publisher,  FORBES  Magazine,  New  York,  N.Y.  10011. 

Closing  date  for  black-and-white  pages  is  July  25.  For 
four-color  pages,  it's  July  3. 

FORBES  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  capitalist  tool 


(Do  you  know  any  important  man  in  business  who  does  not  read  FORBES  Magazine?) 


Go  Ahead,  Increase  Your  Profits! 

Should  investors  stay  away  from  companies  whose  profit 
margins  are  bumping  up  against  price-control  ceilings? 


"Certainly  not,"  says  C.  (for 
Charles)  Jackson  Grayson,  48,  chair- 
man of  the  Nixon  Administration's 
Price  Commission.  "The  controls  don't 
limit  the  amount  of  profits;  just  the 
ability  of  a  company  to  boost  profits 
by  price  increases.  In  fact,  an  investor 
might  be  better  off  with  a  company 
up  against  its  profit  margin  limits  if 
the  management  is  astute  enough." 

Grayson  concedes  that  business- 
men and  investors  have  been  con- 
fused by  the  profit  margin  limitations. 
It  sounded  almost  as  if  the  Nixon  Ad- 
ministration were  penalizing  profit- 
ability, productivity  and  good  man- 
agement. That  wasn't  the  case  at  all, 
Grayson  insists.  The  restrictions  apply 
only  to  requests  for  price  increases;  if 
you're  more  profitable  now  than  you 
were  in  the  recent  past,  that's  fine, 
but  you  can  hardly  expect  the  Price 
Commission  to  feel  sorry  for  you. 

Go  right  ahead,  Grayson  is  telling 
businessmen,  increase  your  profits  as 
much  as  you  can.  Only  don't  count 
on  doing  it  with  price  increases.  Do 
it  with  better  efficiency  and  produc- 
tivity or  with  higher  sales. 


The  limits  are  on  operating  net 
income  as  a  percentage  of  sales.  A 
company  picks  its  two  best  years  in 
1968-70  and  works  out  a  weighted 
average.  This  is  its  limitation.  The 
tobacco  industry,  for  example,  has  a 
base  period  profit  margin  of  11%;  it  is 
close  to  that  now  and  has  no  case  at 
all  for  a  price  increase.  Neither  has 
food,  with  a  4.9%  base  period  figure 
and  with  5%  actually  forecast  for 
1972.  On  the  other  hand,  textiles  will 
probably  earn  about  3.9%  on  sales  this 
year  against  a  base  figure  of  5.9%; 
paper  about  5.2%,  vs.  a  base  of  8.2%. 
Neither  industry  is  entitled  to  an 
automatic  increase,  but  at  least  they 
would  be  permitted  to  make  a  case 
for  one.  The  companies  in  the  table 
below  have  a  harder  case  to  make. 

"If  federal  law  permitted  me  to  in- 
vest, I'd  stay  with  the  basic,  normal 
standards  of  judgment  that  any  care- 
ful investor  should  have  been  using 
all  along,"  Grayson  told  Forbes. 

"I  was  anxious  for  these  controls 
not  to  distort  the  way  people  invest. 
I  wanted  them  to  rest  lightly  on  the 
free    market    mechanism,"    he    says. 


"Anyone  who  thinks  you  can  devise 
a  controls  program  that  is  as  effective 
as  the  market  mechanism  is  out  of 
his  mind. 

"What  we  came  up  with  is,  ad- 
mittedly, the  best  of  the  worst.  The 
ceilings  put  the  pressure  on  manage- 
ment. An  investor  today  should  ask, 
'Is  this  management  highly  motivated? 
Can  they  increase  productivity  and 
make  money  for  me?'  "  Grayson  says. 

In  a  very  real  sense,  Grayson  says, 
the  Administration  and  the  investor 
want  the  same  thing:  profits  from 
productivity  rather  than  from  infla- 
tion. "We  decided  a  long  time  ago 
that  the  best  way  to  avoid  a  return 
of  inflation  or  a  return  to  strict  con- 
trols is  to  build  productivity." 

Besides,  he  tells  investors,  you 
shouldn't  base  long-term  investing  de- 
cisions on  what  the  Price  Commission 
does  or  doesn't  do.  "One  thing  you 
have  to  remember.  We've  been  in 
operation  only  since  last  October,  and 
I  hope  we  might  be  out  of  business  by 
the  end  of  this  year.  I  intend  to  see 
that  controls  end  as  soon  as  possible," 
says  Grayson.  ■ 


Here  are  SO  large  companies  whose  profit  margins  in  one 

>  of  the  lat- 

est 

two  quarters  exce 

ed  their  1968-71  base  period  limit 

(see  story). 

Operating  Profit  Margins 

Operating  Profit  Margins 

Average 

Average 

Best  Two             4th 

1st 

Best  Two 

4th 

1st 

years            Quarter 

Quarter 

Years 

Quarter 

Quarter 

Company 

1968-70             1971 

1972 

Company 

1968-70 

1971 

1972 

General  Motors 

14.06O/O        15.25% 

16.27% 

Colgate-Palmolive 

6.85% 

9.07% 

6.000/0 

Ford  Motor 

7.88        .    8.09 

9.36 

Whirlpool 

8.21 

6.58 

8.26 

Sears,  Roebuck 

8.15            11.36 

5.29 

American  Cyanamid 

13.48 

9.68 

13.61 

General  Electric 

5.99              7.72 

6.16 

Deere  &  Co. 

6.66 

6.42 

10.29 

Royal  Dutch  Petroleum 

17.60            22.35 

15.64 

Ogden 

1.66 

1.16 

1.86 

J  C  Penney 

6.33              6.65 

3.29 

General  Mills 

8.42 

9.30 

7.04 

General  Telephone 

15.22            23.67 

17.45 

Norton  Simon 

5.70 

5.86 

6.88 

Procter  &  Gamble 

13.48           14.31 

14.46 

Johnson  &  Johnson 

14.25 

13.41 

16.52 

Union  Carbide 

10.14              8.74 

11.92 

Eaton  Corp. 

11.08 

10.56 

11.09 

Continental  Oil 

9.85              7.06 

11.38 

General  Tire  &  Rubber 

6.28 

10.94 

6.37 

International  Harvester 

4.54             0.09 

5.44 

Burroughs 

13.78 

18.65 

8.48 

FWWoolworth 

4.24             7.86 

—0.45 

Pfizer 

17.82 

18.17 

17.82 

Tenneco 

6.11             6.73 

5.89 

Texas  Instruments 

6.82 

7.06 

7.96 

Notth  American  Rockwell 

4.60             4.32 

5.17 

Walter  Kidde 

8.32 

lO.Jl 

8.27 

Phillips  Petroleum 
Federated  Dept  Stores 

6.86             8.08 
8.60           10.70 

8.21 
4.96 

Hercules 

11.40 

8.48 

12.62 

Associated  Dry  Goods 

6.27 

11.46 

1.46 

Monsanto 

9.41             3.21 

13.33 

Interco 

6.18 

7.37 

6.79 

Honeywell 

7.77           13.10 

3.93 

Phelps  Dodge 

18.54 

19.21 

17.09 

Dow  Chemical 

10.25             7.13 

10.51 

Avon  Products 

26.23 

31.75 

19.14 

Beatrice  Foods 

6.06             6.12 

5.26 

American  Broadcasting 
Fleming 

5.09 
1.23 

5.24 
1.17 

6.72 
1.33 

Textrfn 

9.02             9.24 

7.96 

Imperial  Oil 

8.32             8.75 

12.03 

Quaker  Oats 

8.52 

8.71 

9.19 

Ashland  Oil 

6.55             6.79 

3.51 

Jim  Walter 

6.26 

8.75 

4.72 

W.  T.  Grant 

6.16           11.49 

—1.45 

Broadway  Hale 

7.19 

11.68 

4.82 

Allied  Chemical 

4.25             3.66 

4.87 

Colonial  Stores 

2.18 

2.75 

2.09 

Source:  Investors  Monogement  Sc 

iences. 
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Herb  Denenberg's  Shopping  Guide 

Can  you  compare  price  tags  on  life  insurance  the  way  you 
do  on  a  pound  of  meat  or  a  new  car?  D^any  salesmen  say 
no.  Pennsylvania's  Commissioner  of  Insurance  says  yes. 


Anyone  who  has  ever  shopped  for  Hfe 
insurance  knows  the  dizzy  feehng. 
Cash  values,  dividends,  straight  life, 
endowment.  All  those  numbers  and 
policies.  If  only  shopping  for  life  in- 
surance were  simpler. 

Well,  it  can  be,  says  Pennsylvania 
Insurance  Commissioner  Herbert  S. 
Denenberg,  42,  a  former  professor  at 
the  University  of  Pennsylvania's 
Wharton  School.  In  April  he  tried  to 
make  it  so,  publishing  a  Shoppers 
Guide  to  Life  Insurance. 

What  Denenberg's  Shopper's  Guide 
does  is  to  rank  the  50  largest  compa- 
nies selling  life  insurance  in  Pennsyl- 
vania by  the  "true  costs"  of  their  pol- 
icies. What  is  so  surprising  about  his 
list  is  the  enormous  difference  it  re- 
veals. According  to  Denenberg,  a 
$10,000  policy  purchased  from  his 
top-ranked  Banker's  Trust  Life  Co. 
(Iowa)  will  cost  a  35-year-old  male 
only  $42  a  year  over  20  years.  A 
similar  policy  purchased  from  last- 
ranked  Old  Republic  Life  Insurance 
Co.  (Illinois)  would  cost  $85.90  a 
year,  more  than  twice  as  much. 

Denenberg's  20-page  booklet  rates 
comparative  costs  on  a  $10,000  cash- 


value  policy  purchased  by  males  (at 
age  20,  35  and  50)  and  females  (at 
age  23,  38  and  53).  Who  rates  where? 
The  big,  well-known  companies  are 
scattered  through  the  list:  New  York 
Life  (tenth  lowest),  Equitable 
(16th),  Aetna  (24th),  Metropohtan 
(36th),  and  Travelers  (49th).  But 
mutual  companies  tend  to  show  low- 
er costs  than  stockholder  companies. 
Of  the  first  ten,  none  is  stockholder 
owned.  Of  the  last  ten,  eight  are. 

Comparing  life  insurance  costs  is 
nothing  new.  Life  insurance  salesmen 
commonly  carry  such  lists,  and  insur- 
ance executives  say  rankings  have  al- 
ways been  available  to  anyone  who 
asked  for  them. 

But  because  of  its  authoritative 
source,  many  feel  that  buyers  will 
simply  run  their  finger  down  Denen- 
berg's list  and  pick  the  lowest-cost. 
Says  Frank  A.  Week,  vice  president 
and  actuary  of  Metropolitan  Life  In- 
surance, "When  he  [Denenberg]  says 
'true  cost'  it  sounds  like  new  magic. 
But  all  that  was  intended  by  any  of 
these  lists  was  to  provide  an  index." 

Does  Denenberg  favor  winner-take- 
all?  "Hell  no,"  says  he.  "If  we  wanted 


to  do  that,  we  would  have  just  pub- 
lished the  name  of  the  company  that 
came  out  first." 

The  method  differs  from  the  one 
"  used  by  most  insurance  agents  in  the 
past.  For  example,  take  Equitable 
Life,  which  ranks  16th  lowest.  Using 
the  so-called  "net  cost"  method,  an  in- 
surance agent  might  figure  Equitable's 
cost  this  way:  The  annual  premiums 
on  a  $10,000  policy  for  a  35-year-old 
male  is  $233.20.  With  dividends  av- 
eraging an  estimated  $72.79  a  year, 
the  buyer  would  pay  out  $3,208.20 
over  20  years.  From  that  is  deducted 
the  $3,570  of  cash  value  that  the 
policy  would  build  up.  Result:  a  nega- 
tive cost  of  $361.80. 

With  the  net  cost  method,  a  low 
or  negative  cost  is  common.  That's 
because  insurance  companies  invest 
the  policyholder's  annual  premiums  in 
bonds,  stocks  and  mortgages.  The  re- 
turn on  that  investment  brings  down 
the  cost  of  the  policy. 

Denenberg  takes  a  different  ap- 
proach. The  true  cost,  he  argues, 
should  include  the  amount  the  policy- 
holder could  have  earned  on  this  mon- 
ey if  he  had  invested  it  conservatively. 

This  approach,  the  "interest  adjust- 
ed" method,  was  approved  by  actu- 
aries in  1970.  But  they  probably  nev- 
er expected  Denenberg  to  use  it.  Using 
4%  as  the  reasonable  return  that  a 
policyholder  might  earn  on  his  premi- 
um outlay,  Denenberg  figures  the  cost 


-How  Much  Does  a  Life  Insurance  Policy  Cost?- 


Here  are  three  ways  to  figure  the  annual  cost  of  cash  value  life  insurance  over  the 
first  20  years  of  a  $10,000  policy  purchased  by  a  35-year-old  male  or  a  38-year-old 
female.  List  includes  the  50  biggest  companies  selling  such  policies  in  Pennsylvania. 


Company* 

Bankers  Life  (Iowa) 
Home  Life  (N.Y.) 
National  Life  (Vt.) 
Conn.  Mutual  Life 
Phoenix  Mutual  Life 


Average 
Premium 

$229.10 
228.40 
230.30 
218.50 
233.60 


"Net"      Interest- 
Cost  Adjusted-Cost 


-$32.50 

-  20.30 

-  35.60 

-  22.70 

-  33.70 


$42.00 
43.10 
46.30 
46.70 
48.60 


Northwestern  Mutual  Life  234.80  —  29.90  45.50 

State  Mutual  Life  Assurance  (Mass.)  231.60  —  26.70  49.00 

Mass.  Mutual  Ufe  236.10  —  24.50  50.00 

New  England  Mutual  Life  232.50  —  25.60  50.50 

New  York  Life 233.40  —  21.30  52.40 

Sun  Life  Assurance  of  Canada  234.00  —  21.20  50.10 

Provident  Mutual  Life  of  Phila.  229.40  —  18.40  54.50 

Great-West  Life  (Canada)  206.00  —  14.20  52.20 

Confederation  Life  Assn.  219.30  —17.90  51.20 

General  American  Life  242.30  —  21.40  55.50 

Equitable  Life  (N.Y.)  233.20  —  18.10  56.60 

No.  American  Life  Assur.  (Canada)  223.80  —  17.60  54.30 

Manufacturers  Life  197.00  —    6.40  56.00 

Penn  Mutual  Life  235.40  —  16.50  58.30 

State  Farm  Lifef  227.40  —  20.40  53.60 


Nationwide  Life 

Crown  Life 

Mutual  Benefit  Life 

Aetna  Life 

John  Hancock  Mutual  Life 


235.00 
189.30 
238.70 
239.50 
242.10 


17.00 
5.90 
15.90 
24.00 
18.80 


55.70 
56.10 
58.00 
56.40 
61.60 


Average 

"Net" 

Interest— 

Company* 

Premium 

Cost  Adjusted-Cost 

Pacific  Mutual  Life  (Cal.) 

$231.90 

—$16.40 

$57.50 

Continental  Assurance 

241.20 

—  15.80 

59.10 

Prudential  Ins.  of  Americaf 

244.40 

—  13.40 

63.20 

Canada  Life  Assurance 

214,00 

—  13.40 

56.80 

Mutual  Life  Insurance  of  N.Y.f 

234.10 

—  19.00 

58.50 

Lincoln  National  Life  (Ind.) 

235.60 

—  15.20 

58.90 

Franklin  Life  (III.) 

226.30 

—    9.80 

60.80 

Guardian  Life  of  America 

230.50 

—  14.20 

58.90 

Occidental  Life  of  Cal. 

233.50 

—    6.90 

65.80 

Minn.  Mutual  Lifef 

238.90 

—  15.20 

62.50 

Metropolitan  Lifef 

248.10 

—  12.50 

66.80 

Pilot  Life 

216.80 

—     1.60 

65.90 

Connecticut  General  Life 

220.40 

—    0.30 

70.70 

American  National  Lifef 

239.70 

—    0.60 

71.30 

Northwestern  National  Lifef 

262.80 

—    8.80 

71.10 

National  Life  &  Accident"* 

190.80 

9.30 

73.60 

Western  &  Southern  Lifef 

246.30 

—     1.10 

73.80 

Republic  National  Life 

222.00 

8.60 

75.70 

Allstate  Life" 

176.00 

13.50 

71.10 

Provident  Life  &  Accident  (Tenn.)'* 

177.30 

23.30 

77.80 

Life  Ins.  Co.  of  Virginia* *f 

192.50 

16.20 

76.90 

United  Benefit  Life**f 

189.50 

25.70 

82.00 

Business  Men's  Assurance** 

188.50 

26.00 

83.60 

The  Travelers'* 

190.90 

26.40 

84.70 

Old  Republic  Life** 

196.30 

25.30 

85.90 

•   In   the  order  ronked  by  Denenberg,  ooplying  the  interest-adjusted  method  lo  three  oge  groups   (see  jtory).  t  Policy  Includes  waiver  of  premium  for  diioblllty  ot  no  tnUa 
charge.   "Net"  cost  ond  interest-adjusted  cost  have  been  adjusted  to  remove  the  estlmoted  charge  lor  this  benefit.  ••  Stockholder-owned  company. 
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of  the  Equitable  policy  as  $1,132  over 
20  years,  or  $56.60  a  year.  If  he  had 
used  a  5%  assumption,  that  would 
mean  that  the  policyholder  was  pass- 
ing up  even  more  potential  yield,  and 
result  in  a  still  higher  cost.  Still  not 
bad,  but  it  doesn't  make  life  insur- 
ance look  quite  as  cheap. 

Denenberg,  however,  is  far  from 
being  an  opponent  of  cash-value  life 
insurance.  His  booklet  does  not  rank 
savings  banks  life  insurance,  generally 
the  lowest-cost  of  all.  It  does  not  cru- 
sade for  term  insurance  and  attack 
cash-value  insurance  the  way  most  of 
the  industry's  critics  do.  In  fact,  Den- 
enberg speaks  of  cash-value  insurance 
with  considerable  enthusiasm.  Says 
Denenberg,  "Guys  who  write  books 
on  life  insurance  seem  to  think  the 
answer  is  term,  term,  teiTn.  The  Con- 
sumers Union  type."  He  says  that  his 
cost  calculations  show  that  cash-value 
insurance  is  cheaper  than  term. 

Just  the  same,  most  insurance  ex- 
ecutives don't  like  Denenberg's  study. 
Their  complaints : 

•  Any  ranking  of  companies  by  a 
government  official  is  bound  to  be 
misused  by  the  public. 

(Denenberg's  reply:  His  list  is  just 
the  starting  point,  and  says  so  clearly. 
"The  industry  should  have  published 
their  own  guide  a  long  time  ago.  But 


if  they  had,  they  would  have  been  ad- 
vertising how  uncompetitive  the  costs 
of  their  respective  policies  are.") 

•  Denenberg  has  ignored  differ- 
ences in  the  policies  themselves,  dis- 
missing suicide  clauses,  incontestability 
rights,  accidental  death  benefits,  com- 
pany service.  "It  would  be  wrong  to 
buy  life  insurance  solely  on  cost,"  says 
Walter  Shur,  senior  vice  president  and 
actuary  at  New  York  Life.  "Some  of 
these  other  factors  would  be  very 
difficult  to  put  a  price  tag  on." 

(Nonsense,  retorts  Denenberg: 
"The  companies  high  on  this  list  have 
all  those  qualities.  All  we've  done  is 
make  available  to  the  public  what  the 
experts  already  knew.") 

•  While  the  fist  prices  $10,000 
policies,  bigger  policies  have  different 
price  scales. 

(Says  Denenberg:  "If  a  company 
looks  good  on  this  list,  it  will  look 
good  at  $50,000.  They  might  even 
look  better.  We  checked  it  out.") 

•  The  insurance  men  argue  that  it 
is  really  impossible  to  price  any  in- 
surance policy  accurately,  since  no 
one  can  be  certain  how  many  years  a 
policy  will  be  in  effect.  Denenberg's 
20-year  life  is  too  arbitrary,  they  say. 
If  the  policyholder  died  or  cashed  in 
his  policy  in  the  fifth  year  or  the  30th 
year,  the  rankings  would  be  different. 


(That,  says  Denenberg,  is  like  say- 
ing you  can't  price  an  automobile 
when  you  buy  it,  but  have  to  wait 
until  you  trade  it  in.) 

•  The  stockholder  companies  com- 
plain that  the  Shopper's  Guide  is 
biased  against  them.  In  the  early 
years  of  a  policy  the  cash  value  tends 
to  mount  up  more  quickly  than  mu- 
tuals,  but  it  slows  down  in  later  years. 
If  Denenberg  had  used  a  .shorter  life 
their  results  would  have  looked  better 
than  they  do  for  a  20-year  period. 

("Some  people  thought  we  should 
have  had  a  .separate  list  for  them," 
says  Denenberg.  "But  I  think  not. 
These  companies  are  just  moaning  'we 
don't  like  it'  like  a  bunch  of  kids.") 

Who's  right?  It  is  true,  as  the  in- 
surance companies  point  out,  that 
Denenberg's  rankings  don't  tell  the 
whole  story.  A  good  agent  is  worth 
paying  for.  Some  policies  do  differ  in 
important  details.  Some  of  the  com- 
panies would  rank  differently  if  Den- 
enberg had  used  a  shorter  life. 

But  what  the  Shopper's  Guide  does 
accomplish  is  to  put  a  price  tag  on 
insurance  policies.  That  means  that 
the  policyholders  who  are  being  asked 
to  pay  top  prices  now  know  it.  That 
leaves  it  up  to  them  to  decide  if  they 
are  really  getting  top  value.  Or  are 
simply  being  charged  for  it.  ■ 


The  dollar  is  becoming  a  foreign  currency. 


Dollars  are  filling  '  "  *" 

foreign  hands  at  an  alarming  rate. 

'  Ship  American  with  Farrell  Lines  and 

"  you  can  help  reduce  the  dollar  dram. 

We  connect  U.S.  Atlantic  ports  with  West.  South  and  East  Africa  and 
Atlantic  and  Gulf  ports  with  Australia  and  New  Zealand.  Our  expertise  in  handling  container,  break  bulk, 
deep  tank  and  refrigerated  cargo  gives  you  the  most  efficient  sea  freight  service  available.  And  it  costs 
you  no  more  to  ship  by  American  flag  lines. 

As  American  flag  ships,  our  freighters  are  American  built,  manned  and  operated.  We  purchase 
our  supplies  and  equipment  and  service  our  ships  here.  Our  crews  spend  most  of  their  pay  here.  This 
helps  to  keep  the  dollar  stateside,  our  economy  strong. 


■  PUKATCD 

FAST   AMERICAN    FLAG    >iHIPS 

OneWhiMallStrMI,  N»  Vorli.  N  V  10004  •  Tel  (212)9417460 
REBUILDING  AMERICA'S  MERCHANT  FLEET. 
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WIS  MEH  ARE  EVERYWHERE! 


INVENTORY  PROBLEMS? 
OUR  FAST  PACED  FILM 
IS  WELL  WORTH  26 
MINUTES  OF  YOUR 
TIME ...  BUT  WE'VE 
KEPT  IT  DOWN  TO 
11  MINUTES! 

, . .  which  leaves  us  about 
15  minutes  to  answer  any 
questions  the  firm  doesn't 
cover  about  why  WIS  serves 
more  than  2,000  of 
America's  largest  food, 
non-food,  drug 
and  industrial 
firms— providing 
them  with  an 
accurate,  de- 
pendable and 
fairly  priced 
inventory 
service. 
Call  us 
today! 


WASHINGTON 

INVENTORY 

SERVICE 

May  we  send  you  our  brochure? 


I^^IS 


General  Offices:  7150  El  Cajon  Blvd. 
San  Diego,  Calif.  (714)  461-8111 
Offices  located  in;  ATLANTA,  DALUS, 
DENVER,  HAYWARO,  HOUSTON,  KAN- 
SAS CITY,  LOS  ANGELES  (5),  PORT- 
LAND, PHOENIX,  SACRAMENTO,  SAN 
DIEGO,  SPOKANE,  SEATTLE,  SANTA 
CURA,  ST.  LOUIS  and  WASHINGTON, 
DC. 


SERVING  SINCE  1953 


60  Sth  Ave. 

(Cor.  12th  St.  adjacent  to  church) 

Forbes  Building 
10,000  Sq.  Ft. 


Will  divide  from 


1,400  sq.  ft.  and  up 

choice  office  space 

full  service,  central  A/C 

24  hr.  security 

conv.  to  transportation 

owner  managed 

-  BROKERS  PROTECTED  - 


Csll  Mr.  Greenberg  675-7500  Ext.  203 


Red  Ink  Express? 

Qantas  Airways  is  in  tfte  red— not  because  travel 
to  Australia  is  down,  but  because  it  is  up  so  much. 


Under  the  protective  wing  of  the 
Austrahan  government— which  since 
1947  has  owned  all  its  stock  and  suc- 
cessfully warded  off  too-strenuous 
competition  from  foreign  airlines— 
Qantas  Airways  Ltd.  has  had  only  one 
loss  year  since  1924.  From  1961  to 
1971  its  revenues  rose  from  $82  million 
to  $270  million,  its  profits  from  less 
than  $1  million  to  $6.4  million  (for 
a  13.6%  return  on  equity) . 

But  that  is  history.  For  the  fiscal 
year  ended  Mar.  31,  Qantas  will  re- 
port a  loss— a  big  one— of  about  $4 
million.  Nor  is  the  end  of  the  losses  in 
sight.  Strangely,  the  trouble  was  not 
caused  by  any  slowdown  in  airline 
travel  to  and  from  Australia.  Quite 
the  opposite:  It  rose  about  15%  in 
1971.  What  put  Qantas  into  the  soup 
was  the  fact  that  foreign  airlines,  at- 


gers  from  Australia  to  Singapore  on 
regular  airlines,  then  switched  them  to 
the  charter  aircraft  and  still  undercut 
the  normal  fare  to  Europe  by  a  sub- 
stantial margin.  Qantas  saw  this  char- 
ter threat  coming  in  1970  and  sought 
lower  fares  to  Europe  at  the  Honolulu 

^  lATA  conference,  but  without  suc- 
cess. In  December  1971  lATA  belat- 
edly approved  an  $840  round-trip  fare 
with  restrictions,  which  helped  a  lit- 

.  tie,  but  Qantas  still  sought  an  unre- 
stricted low  one-way  fare.  Finally,  it 
used  a  loophole  in  lATA  regulations 
to  set  a  $504  one-way  fare  to  London. 

This  won  back  much  of  the  traffic 
it  had  lost  to  the  charters,  but,  as  a 
result  of  the  lower  price,  its  break- 
even load  factor  increased  from  48% 
to  64%.  So  Qantas  has  suffered  a 
drastic  drop  in  revenues  while  costs 


fm^^ 


THt 

Hl^'    OVUnSLAHQ 
■y^  AN.T. 

AtRJALSfftVlCECH" 


Founded   in    1 920  in  oufback  Australia,  Qantas  now  flies  around  the  world. 


tracted  to  this  growth  like  bees  to 
honey,  succeeded  in  breaking  through 
the  protective  barriers  set  up  around 
Qantas  by  Australia's  Department  of 
Civil  Aviation. 

Qantas'  troubles  began  early  in  1971 
when  the  DCA  turned  down  an  Amer- 
ican Airlines'  request  for  additional 
weekly  service  to  Australia.  Qantas 
had  already  suffered  when  American 
began  three  flights  a  week  to  Sydney 
in  1970.  In  retaliation,  the  U.S.  Civil 
Aeronautics  Board  refused  to  allow 
Qantas  to  use  its  newly  purchased 
Boeing  747s  in  the  U.S.  Result:  a 
compromise  that  increased  capacity 
across  the  Pacific  and  cut  into  Qantas' 
passenger  load  factor  and  profitability. 

Qantas  also  ran  into  trouble  with 
British  charter  airlines  which,  aided 
by  their  government,  began  operating 
like  regular  airlines  through  loopholes 
in  the  International  Air  Transport  As- 
sociation agreements.  The  Australian 
government,  through  the  DCA,  tried 
to  protect  Qantas  by  prohibiting  char- 
ters other  than  by  scheduled  airlines. 
But  the  charter  airlines  flew  passen- 


have  been  rising,  with  wages  alone  up 
by  $9  million  since  1970.  Qantas  is 
now  considering  dropping  some  routes. 

Qantas  still  has  some  big  pluses. 
Its  average  flight  is  4,260  miles,  by 
far  the  longest  of  any  airline  in  the 
world  (Pan  Am's  average  flight  is  less 
than  2,000  miles).  The  longer  the 
flight,  the  lower  the  per-mile  cost.  And 
Qantas  has  whittled  down  its  cost  per 
capacity  ton-mile,  a  key  airline  efficien- 
cy measure,  from  25.7  cents  to  20.9 
cents  since  1961.  Yet  Pan  Am  and  most 
other  U.S.  lines  have  a  much  lower 
capacity  ton-mile  cost,  primarily  be- 
cau.se  of  better  manpower  usage. 
Hence  Qantas'  need  for  protection  by 
its  government.  Hence  also  its  vulner- 
ability once  that  govermnenlal  protec- 
tion had  been  breached. 

As  the  international  airlines  busi- 
ness continues  to  shift  from  the  car- 
riage trade  to  the  mass  movement  of 
human  freight,  the  taxpayers  and  gov- 
ernment of  Australia— and  of  many 
other  countries— are  going  to  have  to 
ask  themselves:  What  price  the  pres- 
tige of  a  major  national  airline?  ■ 
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Faces  Behind  the  Figures 


You  Con  Come— Bof  on  Our  Terms 

In  total  disregard  of  legal  agree- 
ments, Iraq  confiscates  Iraq  Petro- 
leum Co.,  in  which  Jersey  Standard 
and  Mobil  Oil  are  big  holders.  But 
it  is  not  only  the  extremists  like  the 
Iraqis  who  are  asserting  them- 
selves these  days.  So  are  the  more 
moderate,  even  the  friendly,  coun- 
tries in  the  so-called  Third  World. 
In  Teheran  recently,  Forbes'  Arthur 
Jones  intei-viewed  Amir  Abbas 
Hoveyda,  Iran's  prime  minister. 
Iran  is  a  stable  countiy  of  30  mil- 
lion people,  western-oriented,  using 
its  oil  revenues  to  finance  economic 
growth  and  not  just  armaments  and 
luxuries.  Yet  Prime  Minister  Hovey- 
da did  not  exude  sweetness  and 
light;  he  warned  that  U.S.  business 
could  get  a  share  of  Iran's  fast- 
growing  markets  only  under  Iran's 
own  tough  terms.  For  example,  to 
get  the  right  to  manufacture  in 
Iran,  General  Motors  last  month  had 
to  give  local  interests  55%  control 
of  a  new  joint  company. 

Hoveyda  started  by  denouncing 
tvestern  publications  that  criticize 
Iran  because  it's  not  a  democracy. 
He  was  smarting,  too,  from  criti- 
cisms of  Iran's  secret  trials  of  left- 
wing  dissidents  and  guenillas,  and 
of  the  Shah's  Persepolis  celebra- 
tions last  October  marking  2,500 
years  of  Persian  monarchy. 

Hoveyda:  Your  democracy,  what 
has  it  solved  in  your  countries  for 
me  to  follow? 

And  instead? 

Hoveyda:  If  we  don't  have  the  type 
of  parliament  the  British  have,  I 
think  we  are  lucky.  I  don't  know 
what  the  British  type  of  parliament 
has  solved  for  Britain  now,  nor  in 
France  or  Germany.  Or  America. 
After  all,  what  are  you  doing  in 
Ameriea?  If  you  feel  happy  about 
it,  keep  it  for  yourselves.  As  far  as 
it  conceiTis  me,  I  am  not  going  to 
go  the  same  way. 

You  have  been  disappointed  by 
Iran's  press  image.  Have  you  been 
disappointed  in  the  attitude  of  for- 
eign corporations  that  have  invest- 
ed in  Iran? 

Hoveyda:  If  one  corporation  dis- 
appoints us,  there  are  others  in  the 
world.  We  don't  look  for  corpora- 


tions from  one  given  country,  but 
from  the  world  at  large.  We  know 
that  as  long  as  they  can  earn  more 
for  their  dollar  invested  here  than 
elsewhere,  they  will  want  to  come 
over  here.  But  we  are  not  interest- 
ed in  investment  except  in  those 
areas  where  we  want  it. 

These  areas  are  usually  medium 
and  high  technology,  often  export- 
oriented  fields.  You  have  said  that 
all  the  nations  and  corporations 
that  come  into  Iran  will  have  to 
compete  against  each  other  for 
participation.  .  .  . 

Hoveyda:  We  make  them  compete. 

But  you're  not  excluding  for- 
eign business? 

Hoveyda:  There  are  Britishers  in 
America,  Americans  in  Britain, 
Germans  in  France,  French  in  Ger- 
many. Why  should  we  close  our 
doors?  As  long  as  we  are  short  of 
medium  and  higher  technology, 
we  are  going  to  hire  it. 

They  do  represent  an  outside 
influence. 

Hoveyda:  How  old  are  you? 

Thirty -five. 

Hoveyda:  Too  young.  If  you  were 
my  age— I  am  52— you  would  re- 
member Decline  of  the  West.* 
It  showed  how  the  whole  progress 
of  Europe  is  going  down  the  drain, 
and  that  is  what  I  feel.  You  know 
what  I  will  tell  you.  I  am  not  going 
to  put  my  hand  to  judge  who  is 
better,  who  is  worse.  What  I  could 
say  is  for  God's  sake  don't  bring  us 
your  ideas  about  things  like  zero 
national  growth,  the  Club  of  Rome. 
Keep  it  for  yourself.  I  am  going  to 
go  ahead  with  my  growth.  It's  quite 
good  for  you  people  with  your 
couple  of  thousand  dollars  income 
per  capita  to  tell  me:  "All  right, 
we  are  going  to  talk  it  over."  When 
we  have  several  thousand  dollars 
per-capita  income  [it  is  currently 
$400],  at  that  time  we  will  sit  to 
talk.  But  for  you  to  give  us  this 
idea  that  we  should  stay  an  agri- 
cultural countiy,  and  for  you  to  be 
the  manufacturers,  well,  I  am  not 
going  to  accept  such  a  thing.  I  will 
be  a  manufacturer  myself. 

'Oswald  Spengler's  Decline  of  the  West, 
published  in   1918. 


Prime  Minister  Hoveyda 


That's  the  message? 

Hoveyda:  Sure.  You  know,  neo- 
colonialism is  like  a  masquerade, 
lots  of  different  disguises.  We  are 
not  accepting  such  a  thing.  We 
want  to  develop  our  country. 

Can  you  keep  up  the  pace? 

Hoveyda:  If  I  compare  myself  to 
England,  in  12  years  my  gross  na- 
tional product  will  be  the  same  as 
England's  today  [$114  billion,  vs. 
Iran's  present  $12  billion].  In  30 
years  it  will  be  the  same  as  Eng- 
land's 15  years  from  now. 

My  rate  of  growth  at  constant 
prices  is  about  15%.  I  will  try  not  to 
have  inflation  as  much  as  I  can.  If 
we  have  no  drought  in  agriculture, 
we  could  reach  it.  We  will  be  de- 
veloping the  nation  in  every  field. 
We  have  no  serious  overpopulation 
problem  that  could  not  be  dealt 
with  by  family  planning.  And  if  I 
continue  my  growth  rates  for  eight 
years  at  such  speed,  I  don't  feel 
sorry  about  it. 

Does  Iran  aspire  to  leadership  of 
the  developing  world? 

Hoveyda:  We  are  not  looking  to 
be  spokesmen  for  anybody  about 
anything.  What  interests  us  is  de- 
veloping our  own  country.  In  order 
for  us  to  develop,  we  need  to  be 
able  to  attract  foreign  capital  and 
give  it  the  opportunity  to  earn 
profits.  But  it  will  be  on  our  terms, 
not  on  yours.  ■ 
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Faces  Behind  the  Figures 


Praise  from  a  Strange  Quarter 

As  general  secretary  and  chief  ad- 
ministrative officer  of  the  1.2-mil- 
hon  member  Amalgamated  Engi- 
neering Workers  Union,  brisk, 
forthright  Jim  Conway,  56,  heads 
up  Britain's  second-largest  and 
probably  richest  trade  union. 

Conway  may  have  started  as  a 
fitter  with  MetropoHtan  Vickers, 
but  he  has  brought  to  his  job  the 
same  sort  of  executive  talent  you'd 
find  in  any  well-mn  business  involv- 
ing $36.6  million  in  assets  and  in- 
come of  nearly  $17  million  a  year. 
"My  office,"  he  says,  "is  as  efficient 
as  any  multinational  company's." 

Which  may  be  why  Conway  is 
at  variance  with  the  rest  of  the 
British  trade  union  movement.  He 
welcomes  both  the  multinational 
company  as  a  factor  in  British  in- 
dustry and  the  entry  of  Britain  into 
the  Common  Market.  Other  trade 
unionists  see  them  as  threats  to 
their  power.  But  Conway,  political 
considerations  aside,  maintains  1) 
that  the  multinationals  have 
brought   invaluable    new   skills    to 


Your  Move,  Mr.  Tax  Collector 

Businessmen  always  operate  with 
an  eye  cocked  on  the  tax  collector, 
but  President  Lester  S.  Abelson  of 
Chicago's  Barton  Brands  is  watch- 
ing him  with  both  eyes  these  days. 
His  company's  future  depends  on 
what  the  Internal  Revenue  Service 


Abe/son  of  Barton  Brands 


British  industiy,  2)  that  they  gen- 
erally provide  higher  wages  and 
better  working  conditions  than  Brit- 
ish companies  do,  and  3)  that  in 
so  doing  they  force  British  com- 
panies to  do  as  well. 

"The  trouble  with  Britain,"  Con- 
way says,  "is  that  our  companies 
are  far  too  small.  It's  the  skill  of 
our  people,  in  making  things  do, 
that  keeps  British  industry  going." 

Making  do,  however,  usually  in- 
volves sacrifice,  and  Conway  sug- 
gests that  the  basic  inefficiency  of 
British  industry  results  in  lower 
wages.  "Our  labor  rates,"  he  says, 
"are  lower  than  in  Germany,  our 
fringe  benefits  are  lower.  We've  got 
to  put  that  right." 

Multinational  companies  and 
Britain's  entry  into  the  Common 
Market  could  change  this  situation. 
With  the  entire  European  market 
to  build  on,  Britain,  along  with 
Germany,  could  become  the  work- 
shop of  the  European  market.  "In 
Europe,  there  are  too  many  small 
groups,  too  many  countries.  If  we 
can  put  them  together,  as  we  do 
in  the  Common  Market,   I  could 


Conway  of  AEWU 


see  a  wonderful  future  for  Europe. 
If  we  could  weld  the  German's 
capacity  for  work  and  disci- 
pline with  the  Briton's  creative 
qualities  and  capacity  for  ideas- 
why,  we  could  have  a  standard  of 
living  for  our  people  as  high  as 
America's.  That's  what  trade  union- 
ism is  all  about,  after  all,  not  about 
wages,  not  about  working  condi- 
tions, simply  about  people."  ■ 


does  between  now  and  Aug.  27. 

Hardly  anyone  outside  the  liquor 
trade  had  ever  heard  of  Barton 
Brands  until  it  came  out  with  a 
Canadian  whisky  called  Canadian 
Mist  late  in  1966.  Abelson  backed 
it  with  every  promotional  dollar 
he  could  muster,  to  the  neglect  of 
his  other  lines,  such  as  House  of  Stu- 
art Scotch  and  Kentucky  Gentle- 
man bourbon.  Canadian  Mist  be- 
came one  of  the  great  product  suc- 
cesses in  distilling  history.  Last  year 
nearly  a  million  cases  were  sold. 

Canadian  Mist's  success  caught 
the  eye  of  Brown-Forman,  one  of 
the  five  largest  U.S.  distillers,  which 
last  August  bought  that  part  of 
Barton's  business  for  $35  million. 
That  was  $23  million  more  than 
Barton's  net  book  value  of  Canadi- 
an Mist,  and  $7  million  more  than 
Barton's  total  equity.  Abelson,  age 
69,  and  owning  with  Chairman  Os- 
car Getz  70%  of  Barton's  stock, 
wanted  to  cash  in  his  profits.  So 
he  agreed  to  sell. 

The  trouble  was  that  the  taxes 
on  the  deal  come  to  $9.3  million, 
or  $3.47  per  share— more  than  the 
company's  total  net  income  for  the 
last  four  fiscal  years.  Under  the 
Internal  Revenue  Code,  Abelson 
had   one   way   out:    liquidate   the 


company  within  one  year  (by  this 
coming  Aug.  27)  and  thus  avoid 
the  tax.  Which  is  what  he  has  been 
trying  to  do.  "We've  talked  to  a 
number  of  big  firms  who  have  a 
gleam  in  their  eye  for  the  distilled 
spirits  business,"  he  says.  But  as  his 
year  grows  shorter,  potential  buy- 
ers have  been  dragging  their  heels, 
hoping  Abelson  will  lower  his  price. 

So  now  Abelson  is  trying  to  buy 
time.  "We've  taken  a  page  out  of 
the  oil  and  real  estate  companies' 
book  and  formed  a  limited  partner- 
ship with  the  public  as  limited  part- 
ners," he  says.  It's  the  first  time  any- 
one can  remember  a  public  com- 
pany doing  that.  Abelson  hopes 
that  forming  his  limited  partnership 
satisfies  IRS  liquidation  require- 
ments, thus  giving  him  more  time 
to  .sell  Barton. 

Abelson  can  use  the  time  for  an- 
other reason:  He  has  another  huge 
success  on  his  hands.  His  new  QT 
light  whiskey  sold  a  sensational 
170,000  cases  in  its  first  year, 
though  heavy  promotional  ex- 
penses on  it  put  Barton  into  the  red 
for  its  latest  nine  months,  by 
$115,000  on  $83  million  in  sales. 
For  now,  that  lowers  Barton's  value. 

As  we  said,  Abelson  has  a  lot 
riding  on  the  IRS  these  days.   ■ 
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$55,000,000 
The  Baltimore  and  Ohio  Railroad  Company 

First  Consolidated  Mortgage  6  /4  %  Bonds,  Series  G,  Due  June  1, 1997 

Exchangeable  for  Common  Stock  of 

The  Chesapeake  and  Ohio  Railway  Company 

Exchangeable  (with  accrued  interest  so  long  as  interest  is  current)  unless  previously 
redeemed,  at  an  exchange  price  of  $57.25  per  share,  subject  to  adjustment  in  cer- 
tain events,  for  Common  Stock  of  The  Chesapeake  and  Ohio  Railway  Company. 
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Price  100% 

(plus  accrued  interest  from  June  1, 1972) 
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Issuance  and  sale  of  these  Securities  are  subject  to  authorization  by  the  Interstate  Commerce  Commission.  The  Offering  Circular 
may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only  such  of  the  under- 
signed and  other  dealers  as  may  lawfully  offer  these  securities  in  such  State, 


HALSEY,  STUART  &  CO.  Inc. 


DILLON,  READ  &  CO.  INC.      THE  FIRST  BOSTON  CORPORATION      KUHN,  LOEB  &  CO.      SALOMON  BROTHERS 


WM 


BLYTH'&  CO.,  INC. 
GOLDMAN,  SACHS  &  CO. 


duPONT  GLORE  FORGAN 

INCORPORATED 


EASTMAN  DILLON,  UNION  SECURITIES  &  CO. 

INCORPORATED 


HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES 


KIDDER,  PEABODY  &  CO. 

INCORPORATED 


LEHMAN  BROTHERS        MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH        PAINE,  WEBBER,  JACKSON  &  CURTIS 

INCORPORATED  INCORPORATED  INCORPORATED 


SHEARSON,  HAMMILL  &  CO.  SMITH,  BARNEY  &  CO.  STONE  &  WEBSTER  SECURITIES  CORPORATION 


INCORPORATED 


INCORPORATED 


WHITE,  WELD  &  CO. 

INCORPORATED 


DEAN  WITTER  &  CO. 

INCORPORATED 


BACHE  &  CO.  ' 


INCORPORATED 


June  15, 1972 
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Merrill  Lynch  tells 

how  to  get 
7to  8  percent  on 

your  money-without 
going  out  on  a  limb. 
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Is  your  money  making  enough  money? 

Before  you  decide,  think  about  inflation. 
From  1967  through  1971,  the  Consumer 
Price  Index  climbed  an  average  of  4.6  per- 
cent a  year 

So  your  money's  real  earning  power  has 
been  whatever  interest  you've  been  getting, 
minus  4.6  percent. 

What  does  that  leave  you?  If  your  answer 
is,  "not  much,"  maybe  you'd  like  to  see  how 
you  could  increase  your  money's  earning 
power — without  going  out  on  a  limb. 

Corporate  Bonds:  more  for  your  money 
The  pros: 

Corporates  pay  anywhere  from  7  to  8 
percent  interest,  depending  on  the  com- 
pany's financial  strength.  For  many  people, 
that  would  mean  a  50  percent  jump  in  invest- 
ment income. 

As  far  as  safety. goes,  the  main  thing  to 
remember  is  that  a  bond  is  a  debt.  And  a  cor- 
poration must  pay  all  the  interest  on  its 


bonds  before  it  can  give  the  stockholders  a 
nickel. 

Another  safety  feature  is  the  company's 
legal  obligation  to  pay  you  the  face  amount 
of  the  bond  at  maturity.  (Most  new  bonds 
are  written  to  mature  in  20  years.) 

Before  maturity,  high-grade  bonds  tend 
to  fluctuate  in  price  less  than  the  highest- 
quality  stocks. 

The  cons: 

Corporate  bonds  have  the  same  draw- 
back as  all  other  fixed-income  securities. 
They  don't  give  you  a  share  in  a  company's 
profits.  So  you  can't  expect  much  growth  in 
the  value  of  your  principiil. 

A  second  disadvantage  is  the  price  fluc- 
tuation —  usually  less  than  with  high-quiility 
stocks,  but  enough  to  think  about.  If  you 
have  to  sell  your  bonds  before  maturity,  you 
could  get  less  than  the  face  amount. 

Talk  with  one  ol  our  Account  Executives. 
He  can  help  you  weigh  the  pros  and  cons  as 
far  as  your  own  objectives  are  concerned. 
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Municipal  bonds:  no  Federal  taxes 
The  pros: 

Municipal  bonds  are  issued  by  states, 
ties,  and  towns.  High-grade  municipals 
•e  among  the  safest  securities  you  can  buy, 
3cause  they're  usually  backed  by  the  is- 
ler's  taxing  power. 

The  big  thing  about  municipals  is  that 
le  interest  is  free  from  Federal  income 
ixes.  (It's  even  free  from  state  and  local 
ixes,  if  you  buy  bonds  issued  by  the  state 
r  town  you  live  in.) 

So  the  net  return  on  municipals  can  get 
3ry  attractive.  If  your  joint  taxable  income 
;  $30,000  a  yeai;  for  example,  a  SVi  percent 
3tum  on  municipals  is  like  getting  9  per- 
ent  on  a  taxable  investment. 

The  cons: 

High-grade  municipals  yield  only  about 
percent  —  a  full  2  percent  less  than  high- 
rade  corporates.  (Of  course,  that's  not 
luch  of  a  problem  if  you're  in  a  high  tax 
racket.)  And  like  any  bond,  municipals 
(uctuate  in  price. 

Ginnie  Mae's:  7%  Government-guaranteed 

The  pros: 

•  A  Ginnie  Mae  is  a  mortgage-backed 
ecurity  authorized  by  the  Government 
Niational  Mortgage  Association,  an  agency 
)f  the  Federal  Government. 

Ginnie  Mae's  have  two  main  advantages, 
rhey  pay  a  high  interest  —  currently  about 
percent.  And  they're  backed  by  the  full 
aith  and  credit  of  the  U.S.  Government. 

The  cons: 

The  minimum  investment  is  a  hefty 
25,000.  Another  possible  problem  is  that 
|/ou  gradually  get  back  your  principal  along 
with  the  interest.  Our  analysts  figure  that 
:he  average  Ginnie  Mae  will  last  only  about 
12  years. 

Merrill  Lynch  is  bullish  on  America. 


Mutual  funds:  the  diversified  way 
The  pros: 

Instead  of  buying  fixed-income  securi- 
ties directly,  you  could  buy  part  of  a  fund  that 
invests  in  them.  The  advantages  include 
diversification,  professional  management, 
and  greater  convenience. 

The  cons: 

You  don't  get  these  advantages  for  noth- 
ing. Many  funds  charge  a  sales  commission. 
Most  funds  charge  a  management  fee  based 
on  total  assets  under  management. 


'100  billion  worth 

of  know-how  in  15  kinds  of 

fixed -income  securities 

You  can  buy  fixed-income  securities 
from  a  lot  of  different  firms.  But  there  are 
good  reasons  to  buy  them  firom  Merrill 
Lynch. 

We  handled  about  $100  billion  in 
fixed-income  securities  last  year;  and 
we're  a  major  underwriter  of  corporate 
and  municipal  bonds.  We  know  the  field. 

We  handle  15  different  kinds  of  fixed- 
income  securities,  plus  common  stocks 
and  mutual  funds  —  a  lot  of  ways  to  put 
your  money  to  work.  So  we  don't  have  any 
ax  to  grind  when  it  comes  to  making  rec- 
ommendations. 

We  spend  about  $8  million  a  year  re- 
searching stocks  and  bonds.  Then  give 
the  results  to  our  Account  Executives.  So 
they're  in  a  good  position  to  help  you  de- 
cide which  securities  to  buy  They  can 
also  help  you  decide  how  much  to  invest 
in  fixed-income  securities,  compared  with 
other  ways  to  put  your  money  to  work. 

Talk  it  over  with  one  of  our  Account 
Executives  —  and  see  why  we  think  fixed- 
income  securities  should  be  part  of  your 
plan  to  share  in  America's  growth. 


Mernll  Lynch,  Pierce,  Fenner  8t  Smilh  Inc 


Faces  Behind  the  Figures 


Claytor  of  Oriental  Imports 


Discriminating  Woman 

At  Washington's  Sheraton-Park  Ho- 
tel last  month  the  Commerce  De- 
partment-sponsored National  Con- 
ference on  Business  Opportunities 
for  Women  ran  about  like  you'd 
expect:  some  good  ideas,  some 
bellyaching  and  a  whole  lot  o{ 
discussion  about  "how  to  recog- 
nize the  signs  of  sex  discrimination 
in  business."  So  it  was  refreshing 
to  encounter  Gwendolyn  Claytor 
from  Atlanta,  a  one  time  beauty 
pageant  queen  and  now  head  of 
her  own  wig  importing  company. 
Oriental  Imports. 

"The  only  barriers  are  the  ones 
you  recognize,"  said  Claytor  suc- 
cinctly. She  told  the  audience  that 
"in  the  retail  business  there  are 
only  the  quick  and  the  dead.  I 
intend  to  be  among  the  quick." 
Tough  talk,  throwback  talk.  Just 
who  is  Gwendolyn  Claytor? 

To  begin  with,  she  was  a  day- 
care teacher  in  Atlanta.  But  in  May 
1971  she  came  across  a  man  named 
Jeffrey  Ung,  of  an  old  Hong  Kong 


family.  Ung  was  an  importer  stuck 
with  $40,000  worth  of  wigs.  Clay- 
tor offered  to  mo\e  the  wigs  for 
him  for  a  percentage  of  the  profit. 
He  agreed  and  she  sold  the  $40,000 
in  a  month,  netting  $14,000.  With 
that  money  she  imported  more  wigs 
from  Ung  and  opened  stores  in 
'Pittsburgh  and  Atlanta.  Her  sales 
for  one  year:  $1.5  million. 

"I  buried  myself  and  married 
the  business,"  says  Claytor.  She 
secured  financing,  chose  store  lo- 
cations, modeled  wigs.  The  object 
was  to  cut  costs  and  get  the  30%- 
40%  operating  profit  needed  to  get 
the  business  off  the  ground.  Today 
she  has  11  Oriental  Imports  stores 
in  six  cities.  Her  next  steps  will  be 
to  buy  the  Ung  family  factories  in 
Hong  Kong  and  to  franchise  ten 
more  stores— for  10%  off  the  top. 

An  ambitious  24-year-old  woman 
is  Claytor,  but  ambition  in  the  fe- 
male, we're  told,  breeds  fear  in 
the  male.  Has  she  encountered  any? 
"There  isn't  a  man  who  will  refuse 
to  see  a  woman  in  his  office,"  she 
says,  "and  that's  the  first  step."  ■ 


Bfg  and  Small  Is  Nice 

One  out  of  eveiy  $10  spent  in  this 
country— or  about  $100  billion  an- 
nually—is spent  on  building  some- 
thing: houses,  factories,  hospitals, 
chicken  coops.  Fighting  for  these 
goodies  are  about  800,000  con- 
tractors, some  200,000  of  whom 
are  general  contractors  who  spend 
their  time  managing  the  other 
600,000.  Most  of  the  general  con- 
tractors are  small,  local  and  under- 
nourished. Theii"  failure  rate  is  very 
high.  Construction  is  a  big,  big  bus- 
iness populated  by  tiny  companies. 

Then  there  is  $631-million  (rev- 
enues) New  York-based  Turner 
Construction  Co.  With  only  one 
loss  year  since  the  Depression, 
a  compounded  annual  eamings 
growth  of  18%,  a  return  on  invest- 
ed capital  of  21.2%  last  year  and  a 
backlog  of  work  topping  $1  billion, 
Turner  is  the  biggest  in  its  field. 
And  it  is  one  of  the  few  publicly 
owned  general  contractors  (oth- 
ers: Tishman  and  Carl  A.  Morse), 
though  15%  of  its  shares  are  still 
controlled  by  the  Turner  family. 
In  this  year's  first  quarter,  eamings 
are  up  a  fat  54%  to  71  cents  a  share. 

Turner's  size  is  a  big  advantage, 
says  chairman  and  chief  executive 
Howard  S.  Turner,   a  nephew  of 


the  founder.  For  one  thing,  "the 
amount  of  staff  we  commit  on  an 
$80-million  job  isn't  that  much  dif- 
ferent from  what  we  would  com- 
mit on  a  $20-million  job."  For  an- 
other, "because  we're  big,  we  deal 
directly  with  suppliers,  and  get 
better  deliveries  and  prices." 

Being  big  and  well  diversified, 
both  geographically  and  by  types 
of  building,  also  helps  Turner  avoid 
the  boom-or-bust  pattern  of  most 
local  contractors.  Turner  also  has 
enough  heft  to  insist  on  negotiated 
fees  rather  than  working  on  a  bid 
basis.  "That  way  our  risks  are  low- 
er than  the  fellow  who  goes  in  and 
puts  a  lump  sum  bid  on,"  says 
Turner,  a  former  chemist  who  was 
once  vice  president  for  research 
at  Jones  &  Laughlin. 

Turner  claims  his  biggest  risk  is 
customers  who  can't  pay  their  bills. 
"The  only  year  we  had  a  loss  since 
the  Depression  was  in  1960  when 
we  built  Freedomland  [in  New 
York],  which  was  William  Zecken- 
dorf's  answer  to  Disneyland.  The 
cash  that  was  supposed  to  be  avail- 
able simply  was  not." 

Yet  in  the  $100-billion  construc- 
tion business,  Turner  is  also  small. 
Which  explains  why  Howard  Tur- 
ner is  not  especially  worried  about 
big  new  competitors,  attracted  by 


the  high  potential  profits,  who 
have  been  buying  into  his  business. 
There's  plenty  of  business  to  go 
around.  He  shrugs  off  Raytheon's 
acquisition  of  Badger  and  United 
Engineering,  and  Northrop's  pur- 
chase of  Fuller  Construction,  two 
of  the  more  noteworthy  invasions. 
"We're  big,  but  we're  also  a 
small  factor  in  the  growth  indus- 
try," says  Turner.  "That's  nice."  ■ 


Turner  of  Turner  Construction 
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the  new  partner! 
the  new  customer! 
the  new  graduate! 
the  new  president! 


etc.  etc.  etc. 
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The  Funds 


Object  Lesson 


As  a  mutual  fundman,  Milton 
Mound  isn't  a  very  big  wheel:  His 
First  Multifund  of  America  has  as- 
sets of  only  $15  million.  But  some 
of  the  lessons  he  has  learned  in 
recent  years  are  well  worth  re- 
membering, by  investors  as  well  as 
by  fundmen. 

Multifund  is  a  mutual  fund  that 
buys  shares  of  other  mutual  funds. 
Mound's  record  at  picking  funds 
has  not  been  good.  During  1969 
First  Multifund  was  off  21.8%  (the 
S&P  500  was  off  11.4%);  during 
1970  with  the  S&P  500  flat,  it  was 
off  10.2%.  "That  experience,"  says 
Motmd,  "represents  many  million 
dollars  worth  of  education." 

What  has  Mound  learned?  Un- 
fortunately, he's  vague  on  this.  He 
won't  discuss  why  he  kicked  out 
specific  funds  such  as  Wellington, 
Chemical  and  American  Express 
Capital  from  his  portfolio.  Though 


Mound  of  First  Multifund 


he  talks  about  buying  into  some 
funds  because  they  have  hired  a 
new  money  manager,  he  won't 
name  those  funds.  And  though  he 
says  that  his  current  portfolio  of 
23  funds  is  "structured"— each  fund 
is  selected  for  a  different  reason- 
he  won't  talk  about  that  structur- 
ing. "I  want  some  years  of  actual 
test  in  good  markets  and  bad." 

Why,  then,  do  we  say  he  has 
learned  a  lesson?  Listen:  "If  I 
learned  anything  it  was  that  in 
money  management,  like  any  other 
profession,  you  don't  just  come 
fresh  out  of  law  school  and  go 
down  to  argue  cases  before  the 
Supreme  Court." 

Mound's  portfolio  reflects  that 
lesson.  Instead  of  funds  like  the 
Gibraltar  Growth  Fund,  the  O'Neil 
Fund,  the  Winfield  Growth  Fund, 
which  made  up  many  of  his  hold- 
ings in  the  late  Sixties,  Mound's 
portfolio  now  tends  to  be  clustered 
around  management  companies 
rather  than  individual  names.  He 
has  investments  in  three  Putnam 
funds  (6.6%);  three  Oppenheimer 
funds  (12.7%);  two  T.  Rowe  Price 
funds  (11.5%)  and  two  no-loads 
run  by  Merrill  Lynch,  Pierce,  Fen- 
ner  &  Smith's  subsidiary,  Lionel  D. 
Edie  &  Co.  (10%).  "These  are  or- 
ganizations where  if  the  portfolio 
manager  left  for  any  reason  at  all 
it  wouldn't  give  me  cause  to  be 
concerned,"  says  Mound.  "They  are 
not  depending  upon  the  inspira- 
tion or  alleged  genius  of  one 
young,  inexperienced  operator." 

So  far,  this  approach  has  re- 
warded First  Multifund's  sharehold- 
ers far  better  than  the  old  go-go 
approach.  While  in  1971  First 
Multifund  was  up  14.1%,  less  than 
the  industry  average  of  18.1%,  in 
the  first  five  months  this  year  it  is 
up  20.8%  compared  with  Arthur 
Lipper  Corp.'s  mutual  fund  in- 
dustry average  of  12.6%. 

Of  course,  one  might  then  ask, 
why  buy  Multifund?  Why  pay  an 
extra  1%  per  year  in  management 
fees  and  other  costs  to  let  Mound 
pick  standard-name  mutual  funds 
for  you?  Why  not  pick  them  your- 
self with  the  aid  of  a  statistical 
study?  Mound  says  he  can  save  the 
investor  that.  Mound  says  that  it 
is  better  to  have  a  fund  that  spreads 
its  investments  over  several  funds. 
Diversity  on  top  of  diversity. 

Isn't  it  interesting,  though,  that 
he  now  plugs  diversity  and  de- 
pendable performance? 


Ha/fa  Loaf 


Why  bother?  That's  the  most  per- 
tinent question  about  First  Nation- 
al City  Bank  of  New  York's  entry 
into  the  mutual  fund  business.  In 
April  1971  FNCB  lost  its  five-year 
court  battle  for  the  right  to  set  up 
and/ or  sell  mutual  funds.  Slightly 
over  one  year  later,  in  June,  the 
bank  said  that  it  planned  to  become 
the  investment  adviser  to  Advanced 
Investors  Corp.,  a  $400-million-as- 
sets  closed-end  fund  that  will  be 
sold  to  the  public  this  summer. 

Legally,  the  new  fund  seems 
likely  to  pass  inspection.  What  wor- 
ried the  Supreme  Court  was  that 
big  banks,  with  their  huge  financial 
and  marketing  resources,  would 
simply  trample  their  smaller,  less 
well-endowed  mutual  fund  compet- 
itors. But  a  bank-affiliated  closed- 
end  is  apparently  okay,  since  Wall 
Street,  not  the  bank,  will  market 
the  initial  offering,  and  the  shares 
will  be  traded,  not  redeemed. 

Closed-end  funds,  however,  are 
hardly  glamour  girls.  No  major  di- 
versified equity  closed-end  has 
been  brought  out  for  many  years. 
The  majority  of  closed-end  funds 
typically  sell  for  less  than  their  net 
asset  value.  So  where  is  the  attrac- 
tion for  FNCB?  Especially  since  it 
will  receive  a  fee  of  one-half  of  1%, 
only  about  $500,000  a  year,  prob- 
ably not  enough  to  pay  the  legal 
fees  for  its  five-year  court  battle. 

Thomas  C.  Theobald,  who  heads 
FNCB's  investment  management 
group,  puts  a  brave  face  on  this, 
"In  the  next  ten  years,"  says  Theo- 
bald, "closed-end  funds  may  have 
certain  charms."  He  thinks  that 
money  managers  may  prefer  to  run 
a  fixed  amount  of  money  which  is 
not  subject  to  sales  and  redemp- 
tions. And  that  the  public  may  be 
educated  to  buy  closed-end  funds. 

But  FNCB  has  a  larger  motive. 
Unlike  most  banks  which  guard 
their  performance  results  as  care- 
fully as  the  combinations  to  their 
vaults,  FNCB  is  hoping  to  get  pro- 
motional mileage  from  Advanced 
Investors.  It  is  a  way,  says  Theo- 
bald, "of  establishing  our  invest- 
ment competence  in  the  eyes  of 
20,000  or  30,000.  For  all  we  know, 
some  of  these  people  could  some- 
day have  to  make  a  decision  as 
to  where  their  church's  endowment 
or  company's  pension  fund  ought 
to  go."  ■ 
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OUT  OF156;  STOCKS 

HORNBLOWER  PICKED 

FOR  CAPITAL  GAINS, 

122WENTl)e 


During  IQTO-Tl,  out  of  more 
than  5O5OOO  stocks  to  choose  from, 
our  research  department  made  only 
156  fundamental  stock  recommend- 
ations for  capital  gains. 

And  of  those  156  stocks,  122  went 
up  while  two  remained  the  same. 

That  also  means  that  32  went 
down;  and  so  did  the  fortunes  of  the 
analysts  who  recommended  them. 

You  see,  at  Homblower  we  have 
an  unusual  system  for  paying  the 
people  who  research  the  stocks  we 
recommend  to  our  customers. 

Each  of  our  analyst's  yearly 
compensation  is  tied  directly  to  his 
recommendations.  If  a  stock  he 
recommends  goes  up,  so  does  his 
pay.  If  it  goes  down,  so  does  his  pay. 

This  system  has  produced  a 
research  record  so  impressive  that 
we  publish  the  entire  record  and 
offer  free  copies  at  all  our  offices. 

In  fact,  had  you  followed  all  the 
156  stocks  we  recommended  during 
this  period,  it  would  have  resulted  in 
a  23.5%  gain,  or  2.3  times  the  Dow 
Jones  average  of  10%! 

*Research  computations  do  not  include  commissions. 


But  that  record  is  history  now, 
and  since  we  can't  guarantee  how 
our  analysts  will  do  in  the  future,  you 
may  wonder  how  they're  doing  now. 

If  s  too  soon  to  judge,  but  if 
you'll  send  the  coupon  below,  we'll 
be  glad  to  send  you  a  list  of  the 
stocks  our  analysts  are  currently 
recommending. 

At  Homblower,  our  analysts 
don't  merely  recommend  stocks;  they 
bank  on  the  stocks  they  recommend. 

We  wouldnk  recommend  anything 
we  wouldn\  buy  ourselves. 


Please  send  your  current  selection 
of  stock  recommendations. 


NAME 


ADDRESS 


TEL. 


CITY 


STATE 


ZIP 


HORNBLOWER 

HORNBLOWER  /9^  WEEKS-HEMPHILL,NOYES 

(V/'fi  tiHiu  «i  1  i>ui/  >»_•  Mrmhrr\  ,tj  ihc  NfXf  Yoik  Sunk  /:  \.  Iiaiige,  Int. 
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1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

MAR 109.8 

APR.     IIU 

MAY  112.1 

JUNE 112.8 

JULY  113.9 

AUG. 115.2 

SEPT 116.2 

OCT 116.2 

NOV 117.7 

DEC.    118.0 

JAN 119.0 

FEB ...121.1 

MAR 122.2 

APR.  (Prel.)    122.6 


Composed  of  the  following: 
ProducWon 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  tfiree  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Depf.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To^  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


Some  Cheap  Stocks 


This  is  the  time  to  switch  my  oft- 
repeated  obsei-vation  that  it  is  a  bet- 
ter time  to  speculate  than  to  invest. 
This  is  the  right  time  to  invest,  rather 
than  speculate,  in  the  international 
oils.  They  are  cheap,  and  they  are 
good.  They  not  only  offer  an  above- 
average  dividend  return,  but  they  al- 
so should  provide  some  satisfactory 
capital  gains.  They  represent  giant 
companies  in  a  well-diversified  busi- 
ness, and  they  are  obtainable  at  9  or 
10  times  per-share  earnings  yielding 
an  annual  return  of  5%  or  6%. 

As  this  ^is  written.  Royal  Dutch 
(about  37)  sells  at  about  10  times 
earnings  to  offer  a  return  of  5.1%; 
Gulf  Oil  (25)  is  obtainable  at  9 
times  to  return  6.2%;  Mobil  Oil  (55) 
at  9.9  times  to  return  4.8%;  Standard 
Oil  of  California  (60)  at  9.7  times  to 
yield  4.9%;  Standard  Oil  of  New  Jer- 
aey  (74)  at  lO  times  with  a  dividend 
of  5.4%;  and  Texaco  (33)  at  9.5 
times  to  return  5.3%.  All  these  stocks 
are    held    in    high    repute,    represent 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  WE.  Hufton  &  Co. 


companies  where  per-share  earnings 
in  1972  are  expected  to  be  higher 
than  in  1971,  and  sell  at  price  multi- 
ples about  30%  lower  than  the  aver- 
age for  the  Dow  Jones  industrials. 

The  numbers  cited  are  about  right, 
you  say,  but  why  invest  in  companies 
that  have  properties  in  the  Middle 
East  and  in  other  areas  where  the 
nationalists  are  always  demanding  a 
higher  and  higher  percentage  of  the 
take?  Don't  you  know  that's  why 
these  stocks  are  down?  Don't  you 
know  there's  a  prejudice  against  them? 
Of  couise  I  do,  and  so  does  everyone 
else.  This  reassures  me  rather  than 
worries  me,  because  all  the  negatives 
are  already  in  the  price  of  the  stocks 
but  few  of  the  more  important  posi- 
tives are  being  recognized.  That's 
why  they  are  cheap. 

In  the  first  place,  the  world  can't 
get  along  without  this  Middle  East- 
ern oil.  "The  Middle  Eastern  countries 
have  about  58%  of  the  world's  total 
oil  reserves,  while  the  U.S.  and  Cana- 
da combined,  including  the  Alaska 
potential,  have  only  7.3%;  Africa,  in- 


cluding Libya,  has  about  9%;  the 
Western  Hemisphere,  exclusive  of  U.S. 
and  Canada,  has  about  5%;  Western 
Europe,  which  includes  the  North 
Sea,  about  2.2%;  Indonesia  perhaps 
2%;  and  the  communist  nations  prob- 
ably 15%  or  16%.  Europe,  America  and 
other  western  nations  simply  have  to 
import  oil  from  the  Middle  East.  Like- 
wise, the  Middle  Eastern  nations  must 
sell  their  oil  to  maintain  and  improve 
their  economies,  and  they  can't  get 
along  without  the  European  and 
American  markets.  They  can  make  us 
pay  more  for  gasoline  and  fuel  oil, 
and  they  probably  will,  but  that  does 
not  mean  that  the  big  international 
oil  companies  must  earn  any  less. 

In  the  second  place,  none  of  the 
international  oil  companies  mentioned 
above  gets  all  their  oil  from  the  Middle 
East  and  other  troubled  areas.  Every 
one  of  them,  directly  or  indirectly, 
have  important  reserves  in  the  U.S., 
Canada,  Venezuela  r.nd  in  other  non- 
Asian  countries.  However,  the  Middle 
Eastern  oil  is  generally  cheaper. 

Third,  a  huge  oil  complex,  such  as 
any  one  of  these  companies,  derives 
important  profits  from  the  refining  of 
petroleum  and  the  merchandising  of 
it  as  well  as  from  petrochemicals.  Not 
all  the  income  comes  from  production. 

Fourth,  when  and  if  new  and 
cheaper  sources  of  petroleum  ever  are 
discovered  to  replace  Middle  Eastern 
oil,  the  big  companies  now  deriving  a 
substantial  part  of  their  raw  materials 
from  the  Middle  East  will  be  partici- 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDjnc 
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pating  in  a  big  way  injiew  fields. 
Standard  Oil  of  New  Jersey,  for  in- 
stance, through  its  Imperial  Oil  sub- 
sidiary, already  is  the  biggest  single 
factor  in  Canada. 

Finally,  the  strength  of  the  oil  busi- 
ness is  in  the  ever-increasing  demand 
for  energy.  There's  a  real  shortage  of 
energy  in  the  world,  and  to  date  pe- 
troleum is  preferred  to  coal,  nuclear 
fuel  and  other  sources. 

There  are  exceptions  to  the  old  ad- 
age that  you  never  should  debate  with 
a  trend  in  the  stock  market,  and  I 
think  this  is  one  of  those  exceptions.  I 
feel  that  this  prejudice  against  the  in- 
ternational oils  has  about  run  its 
course.  I  am  of  the  opinion,  too,  that 
those  analysts  who  are  advising  against 
this  group  are  stressing  passing  de- 
tails and  overlooking  the  broad  facts 
that  are  so  much  more  important.  I 
fully  realize  that  in  saying  this  I  am 
rebutting  some  excellent  feature  arti- 
cles that  have  appeared  earlier  in 
Forbes.  Differences  of  opinion  are 
what  make  the  stock  market. 

Profit-Taking  in  '72 

Now,  I  would  like  to  cut  through 
all  this  talk  about  tax  reform.  Don't 
for  a  moment  think  tax  reform  is  in- 
tended to  bring  about  lower  taxes. 
Politicians  may  imply  this,  but  they 
don't  mean  it.  The  tax  reformers  are 
after  more  revenue,  rtot  less.  Any 
relief  the  little  fellow  gets  from  clos- 
ing the  loopholes  and  soaking  the 
rich  will  be  very  temporary.  As  reve- 
nue needs  become  greater  and  great- 
er, the  tax  reformer  will  go  where 
there  is  income  to  tax;  and  smaller  in- 
comes and  middle  income  groups  pro- 
vide a  wider  and  more  productive 
field  than  large  incomes. 

There  is  an  investment  implication, 
however,  in  proposals  to  close  the 
loopholes.  The  capital  gains  tax  on 
annual  profits  in  excess  of  $50,000 
has  already  been  increased  from  25% 
to  35%  only  a  short  time  ago.  There  is 
talk  of  increasing  the  rate  on  all  capi- 
tal gains,  of  eliminating  the  distinc- 
tion between  long-term  and  short-term 
gains,  of  lengthening  the  holding  pe- 
riod for  long-term  gains,  and  of  mak- 
ing accrued  capital  gains  taxable  at 
death.  Some  of  these  changes  or  some- 
thing like  them  are  likely  to  be  done. 

This  may  make  it  less  profitable  to 
avoid  paying  taxes  on  capital  gains, 
especially  this  year.  If  the  investment 
public  gets  this  idea,  there  may  be 
much  more  profit-taking  this  year 
than  in  the  past.  It  could  be  a  factor 
in  the  upward  progress  in  stock  prices. 
The  chances  are  that  taxes  on  capital 
gains  will  be  higher  next  year. 

With  business  and  earnings  improv- 
ing more  rapidly  than  had  been  ex- 
pected, one  wonders  that  the  cyclical 


stocks  do  not  do  better.  One  explana- 
tion is  that  the  performance-seeking 
mutual  funds  have  little  interest  in 
them.  Another  is  that  many  people 
who  own  them  are  disenchanted  for 
the  simple  reason  that  most  of  them 
have  been  standing  still  rather  than 
going  up.  Still  another  is  the  wide- 
spread philosophy  that  any  stock 
which  only  does  as  well  as  the  econ- 
omy is  a  neutral  investment.  The  rea- 
soning is  that  any  stock  must  do  bet- 
«  ter  than  the  economy  in  order  to  off- 
set the  ravages  of  inflation. 

The  Next  Favorites? 

The  fact  remains  that  the  earnings 
of  cyclical  companies  are  improving, 
and  that  many  cyclical  industry  stocks 
are  selling  at  from  8  to  12  times  earn- 
ings to  offer  a  yearly  return  of  4%  or 
5%.  Many  glamour  issues  on  the  other 
hand  are  selling  at  30  to  50  times 
earnings  to  offer  a  return  of  2%,  1%  or 
even  less.  Also,  glamour  stocks  have 
lately  had  quite  a  rise  while  the  cycli- 
cals have  done  little.  As  public  partici- 
pation increases,  moreover,  many  in- 
vestors who  still  adhere  to  traditional 
ideas  are  more  likely  to  buy  stocks  like 
the  steels,  the  coppers,  the  machinery 
issues  and  the  finance  shares. 

One  of  my  favorites  is  Bethlehem 
Steel  (30),  which  pays  $1.20  to 
offer  a  return  of  4%  and  which  could 
earn  $4  a  share  this  year.  This  com- 
pany's new  Bums  Harbor  plant  in  the 
Chicago  area  is  about  the  last  word 
in  efiBciency.  Its  labor  consumption  per 
ton  of  steel  produced  is  probably  the 
lowest  in  the  U.S.  and  makes  the 
plant  competitive  with  any  abroad.  I 
also  like  U.S.  Steel  (30),  which  pays 
$1.60  to  return  5.4%  and  should  earn 
$3.50  or  more  this  year. 

Better  copper  prices,  especially  on 
the  London  Metal  Exchange,  are 
needed  to  improve  sentiment  toward 
stocks  like  Kennecott  (22),  Anaconda 
(20),  Impiration  (48),  Phelps  Dodge 
(36)  and  O'okiep  (60);  but  if  the 
world  economies  continue  to  improve, 
better  copper  prices  should  come  as 
a  matter  of  course. 

In  the  finance  industry,  I  continue 
to  like  American  Express  (53)  as  the 
great  blue  chip.  It  .sells  at  a  premium 
price,  but  it  represents  premium  qual- 
ity. I  am  inclined  to  be  no  more  than 
neutral  about  the  REITS  in  spite  of 
their  high  yields.  It  is  hard  for  these 
companies  to  grow  when  they  pay 
out  90%  of  their  earnings  in  divi- 
dends, and  there  is  a  risk  element  in 
construction  loans  and  development 
loans  in  which  they  concentrate.  Mid- 
land Companies  (17)  may  be  inter- 
esting as  an  offbeat  issue.  It  special- 
izes in  the  financing  of  mobile  home 
purchases.  Net  this  year  could  be  in 
the  area  of  $1.75  to  $1.80  a  share.  ■ 
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MARKET  TRENDS 

By  Martin  T.  Sosnoff 


Behind  Marble  Pillars  Lurks 
Tyrannosaurus  Rex 


Wall  Street,  the  personification  of 
positive  thinking  through  numbers 
jugghng,  suffers  from  the  tyranny  of  a 
thousand  shde  rule  pushers  who  lack 
the  imagination  and  courage  to  soar 
above  arithmetic  and  focus  on  basic 
circumstance,  which  often  determines 
the  utility  of  an  investment  conclusion. 

The  overriding  circumstance  today 
is  that  speculation  has  become  institu- 
tionalized and  is  in  the  hands  of  the 
banks.  Whereas  the  mutual  funds 
were  the  wolf  pack  leaders  from  the 
late  Fifties  through  1968,  they  no 
longer  have  the  cash  flow  to  remain 
trend  setters.  There  must  be  a  full 
dozen  growing  bank  money  pools  of 
$5  billion  to  $10  billion,  and  hiding 
behind  the  marble  pillared  facades  are 
the  banks'  money  managers  whose 
fearsome  power  makes  Tyrannosaurus 
Rex  look  like  a  pussy  cat. 

A  short  analysis  of  the  demand  for 
equities  underscores  the  brute  force 
in  the  hands  of  the  banks.  The  supply 
and  demand  for  equities  is  pre- 
cariously balanced  at  best.  Mutual 
funds  are  in  a  trend  of  moderate  re- 
demptions; the  individual  continues 
to  be  a  net  seller  and  the  supply  of 
secondaries  is  running  double  the 
year-ago  rate.  Although  foreign  buy- 
ers are  finding  their  way  into  our  mar- 
ket, they  are  not  a  pivotal  factor.  In- 
surance companies  are  net  buyers  to 
the  tune  of  maybe  $2  billion,  but  they 
are  dwarfed  by  the  pension  funds, 
which  last  year  poured  over  $11  bil- 
lion into  the  market.  With  net  cash 
flow  this  year  moving  near  that  level, 
the  pension  funds  remain  the  largest 
prospective  net  buyer  of  equities. 

So  the  internal  dynamics  of  the 
stock  market  suggest  that  the  major 
demand  thrust  for  stocks  comes  from 
pension  fuijd  cash  flow  which  is  large- 
ly managed  by  the  banks.  It  is  obvi- 
ous today  that  the  banks  have  chosen 
to  go  the  growth  stock  route  to  the 
exclusion  of  much  of  the  cyclical  and 
basic  industrial  sectors,  which  today 
are  relatively  cheap.  This  trend  can 
continue  even  while  the  basic  indus- 
tiials  continue  to  show  handsome 
profits  momentum.  Values  in  oils,  utili- 
ties, automobiles  and  others  are  dis- 
missed. Growth  stock  speculation  has 
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of  Atalanta  Partners,  New  York. 


become  pervasively  institutionalized. 
The  growth  stock  craze  is  reminis- 
cent of  the  early  Sixties  when  it  was 
fashionable  to  extrapolate  growth 
rates  far  into  the  sunset  to  justify 
growth  stocks  at  sky-high  prices.  The 
economic  cycle  shortly  thereafter  de- 
stroyed growth  rates  for  many  so- 
called  premium  industries  such  as 
aluminvim,  chemicals,  electronics, 
savings  and  loans.  These  stocks  were 
then  savaged.  Presently,  the  banks 
treasme  their  growthies  to  the  ex- 
clusion of  everything  else,  and  this 
trend  is  self-reinforcing  if  new  money 
is  eannarked  for  the  growth  goods. 

The  Banks'  Turn 

It  would  be  a  mistake  to  think  that 
more  than  a  temporary  correction  is 
in  the  making  for  growth  stocks.  The 
mutual  funds  ran  with  the  speculative 
torch  for  a  decade,  and  now  for  the 
Seventies  it  is  the  banks*  turn.  The 
wolf  may  be  wearing  sheep's  clothing, 
but  his  teeth  are  sharp  and  pearly 
white.  The  banks  are  foiTning  invest- 
ment management  subsidiaries  right 
and  left  and  installing  their  brightest 
money  managers  in  these  decentral- 
ized dens.  Co-mingled  funds  are 
booming,  merchandised  as  aggressive 
investment  pools  where  the  institu- 
^tional  client  has  a  shot  at  sharply  out- 
perfoiTning  the  averages.  Full-page 
advertisements  boast  of  how  fast  these 
funds  can  move  in  the  name  of 
growth,  and  they  do  just  that. 

Actually,  the  deep  basic  of  the  per- 
fonnance  game  in  the  Sixties  had  little 
at  all  to  do  with  money  management. 
It  was  a  shrewd  business  decision  to 
keep  the  asset  pot  boiling  by  perfor- 
mance just  long  enough  to  capitalize 
the  equity  of  the  money  management 
group.  If  it  meant  investing  in  500 
so-called  emerging  situations,  so  be  it. 
Somebody  might  believe  it  could  work 
and,  with  fund  sales  rising,  the  proph- 
ecy would  be  made  self-fulfilling  for  a 
while  by  controlling  the  markets  in 
the  small  capitalization  merchandise. 

And  so  it  goes.  Conceptualism  in 
the  Sixties  got  a  bad  name  because 
nobody  on  Wall  Street  would  admit 
even  to  themselves  that  the  growth 
stock  boys  really  didn't  believe  in 
what  they  owned.  It  was  a  simple 
story  of  knowing  what  door  to  open 


to  get  the  lady,  not  the  tiger.  A  few, 
like  Gerry  Tsai,  were  early  and  got 
the  lady  (in  his  case  $30  million  in 
CNA  Financial  stock  for  his  manage- 
ment company  that  has  lost  money 
for  several  years).  The  others  were 
gobbled  up  by  the  market,  but  at 
least  they  knew  why. 

The  bank  game  is  of  a  much 
grander  design.  We  have  noted  how 
they  have  almost  all  the  stock  market 
money,  barring  individual  ownership, 
and  they  have  all  the  cash  flow  that 
is  available  for  investment.  In  fact, 
then,  the  banks  are  the  stock  market, 
and  if  Morgan  decides  that  Polaroid 
should  sell  at  60  times  1974  earnings 
prospects,  that  is  where  it  will  sell. 
Meanwhile,  the  Chase  maybe  is  de- 
ciding that  Eastman  Kodak  should 
sell  at  40  times  its  1973  earnings  pro- 
jection, and  lo  and  behold  that's  where 
it  sells.  First  National  City  may  think 
it  wants  IBM  at  32  times  next  year's 
results.  If  you  multiply  by  $12  and 
change  you  have  the  price. 

So  the  banks  have  all  the  tickets 
and,  by  concentrating  on  a  handful 
of  big  capitalization  securities,  they 
can  not  only  put  an  enormous  amount 
of  dollars  to  work,  but  they  can  al- 
most achieve  whatever  performance 
goal  they  want  per  annum.  No  non- 
bank  money  management  organiza- 
tion can  match  this  firepower,  and 
the  banks  have  finally  hit  upon  a  way 
to  perfoiin  and  keep  all  the  money 
within  the  marble  pillars.  This  trend 
may  not  change  for  years. 

Of  course,  if  Morgan  decides  to 
sell  IBM  while  Chase  is  buying  it,  or 
First  National  City  gets  mad  at 
Bankers  Trust  and  sells  against  that 
institution's  five  largest  holdings,  all 
bets  are  off.  Don't  count  on  this  hap- 
pening. There  is  no  rooty-toot-toot 
pool  operation  here  like  the  robber 
baron  days,  when  the  super  specula- 
tors double-crossed  each  other  the 
first  thing  after  breakfast.  The  respect 
for  each  bank's  growth  portfolio  will 
be  binding  unless  the  facts  become 
so  dismal  for  a  specific  dog  that  every- 
one will  sell  within  minutes  of  each 
other  and  destroy  a  runt  for  the  sake 
of  the  breed.  H  &  R  Block  is  a  good 
example  of  this  kind  of  vivisection 
and  Levitz  may  get  the  same  treat- 
ment. The  day  they  take  IBM  out  to 
be  shot,  I  want  to  stay  home  with  my 
loved  ones  toasting  marshmallows. 

How  does  the  individual  survive 
in  this  Neo-Pleistocene  Age?  The  first 
thing  to  do  is  decide  whether  you 
belong  in  the  stock  market  at  all. 
Long-term  municipals  yield  7%,  and  if 
you  are  approaching  a  50%  tax  brac- 
ket, the  taxable  equivalent  rate  of 
return  is  ahnost  12%  compounding  out 
to  the  year  2000.  If  you  don't  think 
you  can  do  much  better  than  that  in 
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the  market— get  out.  No  matter  who 
gets  elected  President,  taxes  are  going 
up.  The  first  one  may  be  the  capital 
gains  tax  rate.  Why  do  you  think  all 
the  huge  secondaries  are  coming  out 
now?  The  big  boys  have  the  best  tax 
advisers  money  can  buy,  and  they  are 
being  told  to  take  their  gains  early. 
This,  incidentally,  can  shortly  develop 
into  a  major  source  of  supply  in  the 
market  and  is  a  big  negative.  The 
politicians  during  the  Sixties  almost 
bankrupted  the  country,  and  it  is  im- 
*  possible  to  balance  the  budget  for 
the  foreseeable  future.  If  you  don't 
think  the  country  and  the  world  are 
precariously  balanced,  take  a  look  at 
the  price  of  gold.  During  the  past 
year  it  has  almost  doubled,  outper- 
forming the  great  growth  stocks. 

Unhealthy  Domination 

The  institutionalization  of  specula- 
tion surely  is  unhealthy.  Either  the 
growth  stocks  will  top  out  at  some 
point  in  this  cycle  and  the  rest  of  the 
market  will  catch  up,  or  the  disparity 
will  widen  further  and  set  the  mar- 
ket up  for  a  sizable  correction  com- 
parable with  1962  or  1969.  Who 
knows?  Maybe  one  bank  will  decide 
it  does  not  believe  in  America  365 
days  out  of  the  year  and  will  try  to 
sell  first.  Maybe  McGovern  or  even 
Nixon  will  raise  the  corporate  tax  rate, 
doing  away  with  accelerated  deprecia- 
tion and  make  GM  and  all  the  other 
fishbowl  companies  hire  the  unem- 
ployed within  a  radius  of  1,500  miles. 

By  that  time  the  price  of  gold  will 
have  risen  to  •?96  an  ounce,  and  then 
the  Government  will  make  it  legal  for 
us  citizens  to  buy  it.  Merrill  Lynch 
will  be  doing  a  big  business  trading 
its  former  odd-lot  customers'  stamp 
collections  on  the  commodity  ex- 
change. Along  Canal  Street  I  will  have 
been  busy  cornering  the  gold  watch- 
chain  market.  The  New  York  Stock 
Exchange  will  open  the  market  once 
a  month  in  order  to  give  the  banks  a 
chance  to  even  oft  their  million-share 
positions  in  IBM,  Polaroid  and  Xerox. 
Meanwhile,  General  Motors  will  sell 
at  3  times  earnings  and  at  50%  of  its 
net  quick  assets.  This,  dear  reader,  is 
the  dialectics  of  the  bank-dominated 
stock  market. 

In  the  end,  a  wave  of  populism  will 
sweep  the  country  and  we  will  break 
up  the  banks-all  the  Morgans,  Rocke- 
fellers and  Mellons— and  start  over 
again  just  as  it  was  at  the  turn  of  the 
century.  Everyman  will  have  his  own 
favorite  bucket  shop.  You  will  be  able 
to  bet  on  anything,  pressing  a  button 
on  your  cable  TV  encoder,  which  is 
tied  in  with  an  Internal  Revenue  Ser- 
vice computer.  Speculation,  once 
again,  will  be  where  it  belongs,  in  the 
hands  of  the  people.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Midyear  Review 


NiNETEEN-SEVENTY-TWO     haS     paSScd 

the  halfway  mark,  and  midyear  is  as 
appropriate  a  time  as  any  to  take  an- 
other look  at  the  year-end  1971  fore- 
casts of  some  six  months  ago.  Al- 
though second-quarter  statistics  will 
not  be  available  for  a  few  more  weeks, 
it  is  a  foregone  conclusion  that  the 
American  economy  has  done  as  well 
as  the  economists  expected  it  to  do. 
This  year's  GNP  will  reach  the  objec- 
tive of  about  $1,145  billion  to  $1,150 
billion,  a  $100-billion  increase  over 
1971.  Although  inflation  slowed  down 
somewhat  during  the  first  half  of  the 
year,  it  is  likely  to  increase  again 
during  the  second  half,  so  that  the 
real  increase  in  the  GNP,  ex-inflation, 
will  be  somewhere  around  6%.  And 
that  is  darn  good. 

As  investors  in  common  stocks,  we 
are  of  course  greatly  interested  in 
the  trend  of  corporate  profits.  Here 
again  we  seem  to  be  pretty  much  on 
target  with  a  probable  increase  of  15% 
in  aftertax  earnings.  This  would  be 
an  all-time  record,  some  10%  above 
the  previous  peak  way  back  in  1966. 
Despite  the  limitations  imposed  by 
Phase  2,  there  have  been  677  dividend 
increases  during  the  first  five  months 
of  this  year,  which  compares  most 
favorably  with  the  462  dividend  in- 
creases during  the  corresponding  pe- 
riod a  year  ago. 

I  don't  want  to  belabor  the  point 
and  cite  reams  of  statistics.  Barring 
an  unforeseeable  calamity  of  major 
proportions,  1972  will  be  a  very  good 
year  indeed.  Most  economists  expect 
further  significant  gains  next  year. 
This  sounds  plausible  enough,  except 
that  there  is  a  Presidential  election 
coming  in  a  little  over  four  months, 
and  I  always  have  misgivings  about 
the  first  year  of  a  new  Presidency, 
regardless  of  who  is  elected. 

The  stock  market  has  not  been  ex- 
actly ebullient  lately.  The  way  prices 
had  been  drifting  during  the  first 
half  of  June,  one  wonders  whether 
anybody  read  all  the  good  news— or 
cared.  It  is  true  that  the  S&P  indus- 
trials did  reach  an  all-time  high  in 
May,  but  that  was  only  10%  above  the 
1971  year-end  and  5%  above  the  pre- 
vious peak  reached  in  1968.  The  rails 
show  virtually  no  gain  at  all  for  the 
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year,  and  the  performance  of  the  util- 
ities is  so  miserable  as  to  make  any- 
one sick.  And  that  is  supposed  to  be 
a  bull  market? 

Well,  it  is.  Or,  possibly,  it  was.  In 
the  previous  issue  of  Forbes  I  listed 
some  30-odd  stocks  which  represented 
the  American  stock  portfolio  (as  of 
the  end  of  May)  of  a  European  money 
manager.  Almost  all  of  these  stocks 
had  reached  all-time  highs  this  year. 
But  the  bull  market  in  hundreds  of 
stocks  is  obscured  by  the  sluggish 
performance  of  probably  an  equal 
number  of  others,  many  of  which  have 
high  visibility,  like  Telephone,  CM, 
Jersey  or  U.S.  Steel,  not  to  mention 
American  Can  or  General  Foods, 
which  are  selling  at  the  lowest  prices 
in  well  over  a  decade. 

How  High  Is  Too  High? 

This  is  (or  was)  a  most  unconven- 
tional bull  market.  For  instance,  at 
its  recent  high  of  over  62,  the  market 
valuation  of  38.5  million  shares  of 
McDonald's  Corp.  was  an  unbeliev- 
able $2.4  billion  (!!).  How  can  a  chain 
of  hamburger  joints  conceivably  be 
worth  that  much?  Why?  Because,  ac- 
cording to  Standard  &  Poor's,  there 
are  no  fewer  than  94  institutional  in- 
vestors who  bought  and  now  own 
16,112,000  shares,  or  over  40%  of  the 
ffntire  capitalization.  This  comment  is 
not  meant  to  be  derogatory.  The  rec- 
ord of  McDonald's  is  excellent,  indeed 
superior,  and  all  the  institutions  which 
bought  the  stock  have  been  100% 
right.  But  to  whom  can  they  sell  a 
stock  which  is  now  priced  at  some- 
thing hke  70  times  estimated  1972 
earnings  of  85  cents  to  90  cents  a 
share  and  which  has  yet  to  pay  its 
first  cash  dividend? 

It  is  exaggerations  like  these— and 
there  are  scores  of  them— that  worry 
some  of  the  more  sober  financial  an- 
alysts. But  knowing  that  trees  can't 
grow  into  the  sky  does  not  help  us 
to  determine  how  high  is  too  high. 
Much  of  the  buying  of  the  super-blue 
growth  stocks  has  come  from  banks 
and  other  administrators  of  pension 
funds  and  the  like,  which  enjoy  a  con- 
tinuous influx  of  fresh  money.  They 
have  been  buying  the  same  type  of 
stocks  month  after  month,  year  after 
year,  and  this  kind  of  dollar-averaging 
not    only    has    produced    magnificent 


results  (for  some)  .so  far,  but  it  also 
minimizes  the  risk  of  future  criticism, 
even  if  the  more  recent  purchases  were 
made  at  prices  which,  subsequently, 
prove  to  have  been  too  high.  It's  the 
averaging  that  does  it.  However,  even 
the  institutional  investors  are  begin- 
ning to  reexamine  investment  strategy. 

Stocks  are  booming  all  over  the 
world— in  Western  Europe,  Australia 
and  Japan.  And  everywhere  everyone 
is  asking  the  same  question:  Are 
growth  stocks  oveipriced?  A  P/E  ra- 
tio of  70,  as  in  the  example  of  Mc- 
Donald's, means  an  earnings  yield  (re- 
member, no  dividends)  of  about  1.4%. 
Does  it  make  sense,  or  can  one  afford, 
to  ignore  the  availability  of  7.5%-8% 
income  yields  on  high-grade  bonds? 
Bonds,  of  course,  do  not  give  inflation 
protection,  but  neither  do  common 
stocks,  as  investors  have  learned,  un- 
less their  growth  rate  is  way  above 
average.  Eventually  any  money  man- 
ager has  to  face  and  come  to  grips 
with  the  problem  which  mathemat- 
ically seems  so  simple,  but  which 
psychologically  is  so  difficult,  namely, 
at  what  level  does  one  consider  a 
secure  7.5%  income  yield  preferable 
to  a  growth  stock. 

All  right,  so  you  conclude  that  the 
veiy  best  growth  stocks  are  very  high 
and  perhaps  too  risky  at  present  prices. 
And  you  don't  like  bonds,  because 
they  are  not  an  inflation  hedge;  and 
if  interest  rates  go  up  again,  bond 
prices  will  decline,  and  there  isn't  a 
thing  you  can  do  about  it.  And  who 
wants  the  nongrowth  or  slow-growth 
stocks  like  CM  or  Mobil  or,  God  for- 
bid, American  Telephone  and  the  util- 
ities? So  what  is  left  besides  the  ulti- 
mate safety  and  a  6.27%  return  on 
NYC  savings  bank  deposits  of  two 
years  or  longer? 

Inevitably,  one  ends  up  with  a  com- 
promise. The  specifics  vary,  of  course, 
from  one  individual  to  another,  de- 
pending on  personal  circumstances 
which  simply  defy  generalization.  If 
there  is  such  an  animal  as  an  "average 
investor,"  I  would  suggest  to  him  to 
use  periods  of  market  strength— the 
summer  rally  may  still  be  ahead— 
gradually  to  lessen  his  exposure  and 
build  up  a  reasonable  cash  reserve, 
perhaps  20%-30%  of  the  money  normal- 
ly allocated  to  common  stocks.  In- 
vestors who  are  presently  underin- 
vested  and  want  to  add  to  their  stock 
holdings  might  consider  purchase  of 
moderate-rate  growth  stocks  which 
are  still  selling  at  fairly  reasonable 
prices,  such  as  American  Broadcasting, 
Beatrice  Foods,  Bendix,  Beneficial 
Corp.,  Chesebrough-Pond's,  First  Na- 
tional City  Corp.,  IBM,  PPG  Indus- 
tries, Trans  Union,  Travelers  Corp., 
most  of  which  have  been  mentioned 
in  this  column  in  recent  months.   ■ 
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WHAT  MAKES 

babson's 

INVESTMENT 
ADVISORY  SERVICE  DIFFERENT 

All  investment  services  are  not  alike. 
Mass-produced  bulletin  services  cannot 
be  written  specifically  for  you.  Specialized 
and  technical  services  are  not  broad 
enough  to  build  a  well-balanced  portfolio 
which  we  believe  is  necesary  if  safety 
as  well  as  growth  is  to  be  considered. 

BABSON'S  IS  DIFFERENT  —  Babson's 
analyzes  your  portfolio  •  Your  registered 
securities  are  carefully  watched  •  You 
have  unlimited  consultation  privileges  • 
You  receive  the  famous  weekly  Investment 
and  Barometer  Letter  •  Objective  is 
growth  in  terms  of  income  and  apprecia- 
tion. 

BABSON'S  IS  DIFFERENT  IN  MANY 
WAYS  —  Over  60  years'  experience  • 
Advice  is  completely  unbiased  •  The 
service  is  strictly  advisory  —  you  use 
your  own  broker  for  transactions  •  The 
annual  fee  is  only  $180. 

Mail  the  coupon  today  —  for  a  free 
brochure  showing  how  Babson's  may  be 
of  great  benefit  to  you. 
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BABSOIV'S  REPORTS  Inc. 

Wellesley  Hills.  Mass.  02181  DEPT.  F-343 


CAN  YOU  PASS 
THIS  FUND  QUIZ? 

1.  How  can  risk  of  loss  be  reduced  when 
you  invest  in  Mutual  Funds? 

2.  For  Income,  Performance  in  UP  &  DOWN 
markets,  how  do  the  5  TOP  No-Load  com- 
pare  with  the  5  TOP  Load  funds? 

3.  WHICH  29  funds  have  performed  well  in 
both  UP  and  DOWN  markets? 

4.  Of  464  funds,  only  8  are  rated  Above- 
Average  for  Growth  —  Income  —  Stability 
combined.  Name  the  8. 

5.  WHICH  were  the  TOP  PERFORMING 

funds  in  each  year  of  the  past  8  years, 
1964  through  1971? 

If  you  flunk  this  quiz  get  FundScope,  the 
monthly  Mutual  Fund  Magazine  — a  think- 
ing man's  guide  to  mutual  funds.  Money- 
making,  money-saving  answers  to  these  and 
many  more  questions  will  arrive  with  your 
3-month  trial  subscription. 

SPECIAL  BONUS  OFFER 

(new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  Includes  FundScope's 
Annual  APRIL  '72  MUTUAL  FUND  GUIDE- 
a  532-page  book  with  all  the  vital  informa- 
tion you  need  on  468  funds.  (THIS  GUIDE 
ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you 
prefer  the  above  offer  with  a  money-saving 
14-month  subscription,  send  $50.00  (10  day 
returnable  guarantee).  Include  ZIP.  No 
salesman  will  call.  Not  sold  on  stands. 

FundScope,  Dept.  F-35,  Suite  700 
1900  Ave.  uf  the  Stars,  Los  Angeles,  Cal.  90067 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


The  Growth-Stock  Dilemma 


It's  no  coincidence  that  three  of  the 
five  columns  in  the  last  issue  of  < 
Forbes— Mr.  Hooper's,  Mr.  Biel's  and 
mine— touched  on  the  problem  pre- 
sented by  the  broad  mass  of  "con- 
ventional" and  cyclical  stocks  which 
have  been  so  abysmally  laggard 
throughout  most  of  the  past  two 
years'  bull  market.  This  matter  has 
lately  been  a  subject  of  intensifying 
discussion  in  professional  investment 
circles,  because  the  spread  between 
the  price/ earnings  ratios  for  major, 
high-performance  growth  stocks  and 
those  for  the  underperforming  major- 
ity has  become  extraordinarily  wide. 
Representative  "glamours"  are  going 
for  40  to  60  times  earnings,  while 
more  pedestrian  stocks— a  large  ma- 
jority—are being  valued  at  multiples 
of  10  to  15  or  less. 

The  problem  has  fascinating  as- 
pects on  several  levels.  On  one,  it  re- 
flects something  of  a  clash  between 
generations  and  classes  of  investors. 
Younger  money  managers  have  found 
it  easier  to  embrace  the  high-multiple 
growth-stock  concept  than  the  older 
generation  of  investors.  The  latter  are 
intellectually  uncomfortable  with  any 
stock  that  is  not  selling  at  or  below 
the  market's  average  price/ earnings 
ratio  and  whose  price  therefore  pre- 
sumably either  includes  no  premium 
or  represents  a  discount  for  future 
prospects. 

On  another  level,  the  older,  low- 
multiple-oriented  investors  far  out- 
number the  younger  growth-multiple- 
oriented  generation.  In  the  aggregate, 
the  "oldsters"  also  command  more 
than  the  "youngsters."  For  the  most 
part,  no  doubt,  the  former  are  private, 
or  individual  investors,  whose  aggre- 
gate stockholdings  are  worth  over 
$650  bilhon;  the  latter  seem  to  be 
heavily  represented  among  institution- 
al money  managers,  whose  combined 
portfolios  are  estimated  to  total  over 
$300biUion  (SEC  data). 

A  third  aspect  of  this  schism  arises 
from  the  near  certainty  that  the  con- 
centration of  high-multiple  growth 
stocks  in  the  hands  of  institutional  in- 
vestors is  far  greater  than  in  the  hands 
of  the  much  more  numerous  individ- 
ual investors,  who  have  remained  sad- 
dled (by  choice)  with  the  bulk  of  av- 
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erage-  and  low-multiple  conventional 
and  cyclical  common  stocks.  What's 
more,  the  institutional  investors  are  a 
relatively  homogeneous  clan  and,  in  a 
sense,  communicate  among  them- 
selves by  way  of  intense  emulation  and 
competition  for  "perfonnance."  The 
individual  investor  tends  to  function  in 
splendid  isolation,  linked  to  his  breth- 
ren mainly  by  a  preference  for  "tra- 
ditional" values. 

Vulnerable  P/Es 

But  now  we  have  reached  a  point 
where  more  and  more  institutional  in- 
vestors are  asking  themselves— and,  I 
suspect,  one  another— if  the  spread 
bet\veen  high-multiple  and  low-multi- 
ple common  stocks  has  not  become  un- 
tenably  wide  and,  if  so,  what  to  do 
about  it.  They  know  that  P/E  ratios  of 
40,  50  and  60  are  decidedly  vulner- 
able to  changes  in  market  climate  and 
to  disappointing  corporate  develop- 
ments. They  seem  as  acutely  uncom- 
fortable in  this  realization  as  the  in- 
dividual investor  is  frustrated  by  his 
bogged-down  lower-multiple  stocks. 

But  institutions  are  reluctant  to 
switch  some  of  their  growth  holdings 
to  the  lower  end  of  the  multiple 
spectrum,  partly  because  they  know 
their  rewarding  glamour  stocks  so 
well  and  would  have  to  do  a  lot  of 
new  research  work,  for  which  many 
of  them  may  not  be  equipped,  sifting 
through  the  much  broader  area  of 
cyclical  stocks.  On  the  other  hand,  their 
discomfort  is  compounded  by  a  fear 
that  sooner  or  later  some  of  them  will 
jump  the  gun  and  start  making  the 
switch.  If  that  movement  .spreads, 
high-multiple  stocks  will  stop  rising 
and  might  start  falling  and  so  put  a 
crimp  in  their  own  fine  performance 
record.  It's  a  neat  dilemma;  in  a  sub- 
sequent column  I  plan  to  say  more 
about  it  and  how  I  think  it  might  re- 
solve itself  with  benefits  for  the  low- 
er-multiple stocks. 

Meanwhile,  the  stock  market's  be- 
havior in  mid-June  seemed  to  demon- 
strate greater  underlying  strength 
than  surface  technical  indications 
might  have  suggested.  As  a  result, 
the  con.solidation  phase  I  envisaged 
here  four  weeks  ago  continued  to  un- 
fold, presumably  .setting  the  stage  for 
a  potential  advance  into  the  Dow 
1000-1100  range.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Portfolio  Possibilities 


Figuratively  speaking,  it's  possible 
to  develop  a  theoretical  case  for  im- 
mediate or  potential  interest  in  a  wide 
variety  of  stocks.  In  expressing  this 
opinion,  I  do  not  mean  to  imply  that 
every  issue,  every  group,  has  unques- 
tioned attraction.  Rather,  my  point 
is  threefold:  1)  A  condition  of  reason- 
able overall  valuations  is  one  of  the 
major  indicators  of  a  basically  healthy 
price  structure.  Difficulty  in  finding 
stocks  with  a  story  often  can  be  a 
telltale  danger  sign.  2)  The  varying 
degrees  of  issue  and  group  attraction 
that  do  exist  primarily  reflect  the  nor- 
mal interplay  of  forces  which  are 
found  in  an  expanding  economy.  Plus 
the  fact  that  this  is  not  an  era  where 
everything  will  be  in  gear.  3)  Past 
price  excesses  have  been  on  an  indi- 
vidual rather  than  overall  basis,  and 
the  slowly  developing  business  boom 
should  create  the  new  speculative 
vogues  that  are  required  to  excite 
any  interest. 

A  Company  wifh  Pluses 

Illustrative  of  the  point,  I  see  two 
special  pluses  in  Colorado  Interstate 
(around  31,  paying  $1.60),  a  compa- 
ny that  obtained  73%  of  last  year's 
pretax  and  preinterest  earnings  from 
a  natural  gas  pipeline  in  the  Far  West; 
close  to  10%  from  petroleum;  4%  from 
agricultural  chemicals  and  close  to 
12%  from  since-sold  manufacturing  ac- 
tivities. For  one  thing,  I  believe  the 
company  is  a  leading  contender  for 
the  profitable  Northwest  pipeline 
properties  of  El  Paso  Natural  Gas, 
which  are  to  be  divested  under  court 
order.  If  this  acquisition  is  accom- 
plished, it  would  strengthen  the  com- 
pany's already  good  gas  reserve  po- 
sition and  provide  access  to  Canada's 
enormous  'gas  reserves— an  obvious 
plus  at  a  thne  of  a  shortage  of  natural 
gas  in  this  country. 

As  a  result  of  having  sold  its  manu- 
facturing operations  to  General  Signal 
early  this  year,  Colorado  Interstate 
now  owns  1.2  million  shares  of  Gen- 
eral Signal  common,  a  holding  with  a 
market  value  that  is  equal  to  roughly 
$13  per  share  of  Colorado  Interstate 
common.  Thus,  in  theory  at  least,  pur- 
chasers of  Colorado  Interstate  might 
be  said  to  be  paying  about  $18  per 
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share  for  the  company's  total  earn- 
ings, which  this  year  might  be  around 
$2.70  per  share  (including  the  Gen- 
eral Signal  earnings  equity)  against 
$2.22  per  share  in  1971. 

Despite  the  nationalization  prob- 
lems in  the  producing  nations.  Stan- 
dard of  California  (around)  60,  pay- 
ing $2.90)  reportedly  is  optimistic 
about  its  nearer-  and  longer-term  out- 
look. In  my  opinion,  there  are  good 
leasons  for  the  company's  construc- 
tive views.  For  one  thing,  while  the 
final  outcome  of  negotiations  with  the 
producing  countries  from  which  the 
company  obtains  its  crude  might  cost 
as  much  as  10  cents  a  barrel,  this 
added  expense  can  be  passed  on  to 
customers.  Secondly,  the  world's  ap- 
petite for  energy  is  probably  expand- 
ing at  an  8%  annual  rate. 

I  do  not  mean  to  make  light  of  in- 
ternational politics  or  of  any  of  the 
other  oil  industry  problems,  but  Stan- 
dard of  California,  in  my  opinion, 
has  some  basic  strengths  on  which 
to  build.  For  example,  a  modestly  bet- 
ter price  structure  domestically  and 
the  company's  leading  position  in 
growing  market  areas  are  significant. 
With  earnings  this  year  estimated  at 
$6.35-$6.40  per  share,  up  from  $6.02 
per  share  in  1971,  the  stock  appears 
attractive. 
•  The  reason  I  highlight  these  issues 
is  that  I  prefer  to  think  about  the 
stock  market  in  terms  of  the  relative 
attraction  of  the  individual  issue  op- 
portunities which  are  being  presented 
rather  than  in  terms  of  the  debits  and 
credits  in  the  overall  environment.  For 
one  thing,  there  is  little  question  but 
that  the  broad  economic  tide  is  still 
coming  in  strongly,  and  that  the  up- 
ward momentum  is  more  likely  to  ac- 
celerate than  falter.  Secondly,  gen- 
eralizations about  possible  overall 
problems  to  come  tend  to  obscure 
the  fact  that  the  3,300  issues  traded 
on  the  New  York  and  American  Stock 
exchanges  always  compete  with  each 
other  for  the  security  buyer's  dollars. 
Thirdly,  the  very  vitality  of  the  on- 
going business  recovery  is  bound  to 
bring  about  new  stocks  with  a  story, 
stocks  which  capture  attention.  Thus, 
the  question  of  where  capital  should 
be  employed  can  be  as  important  as 
"when"  or  "whether"  the  specific  time 
is  right.  ■ 


Brouun 

Group, 

Inc. 

The  Board  of  Directors  on  May  31, 
1972  declared  a  quarterly  divi- 
dend   of    371/2     cents 


Dividend 

on 

common 

shares 


The  Board  of  Directors  of 
Columbus  and  Southern 
Ohio  Electric  Company, 
on  June  1,  1972,  declared 
a  dividend  of  forty-six 
cents  (46«)  per  share  on 
the  outstanding  Common 
Shares  of  the  Corporation, 
payable  on  July  10,  1972 
to  shareholders  of  record 
at  the  close  of  business  on 
June  26,  1972. 

G.  C.  SHAFER 
Secretary 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 
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INVESTIGATE  THE 

T.ROWE  PRICE 


Established 
1950 


C^.^iyL/'^. 


GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 

increase  of  Future  Income 

The  Fund  seeks  long  term  grov\/th  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

Mail  Coupon  for  Free  Prospectus  and  Literature  H  ^H  ^B  | 

T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-539-1992 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 


NAME. 


ADDRESS. 
CITY 


.STATE. 


.ZIP. 


I 
I 
I 


CATV  OPPORTUXITY 

Rapidly-growing,  multiple-system  cable  television  com- 
pany seeks  sale,  merger,  financial  partner  or  CATV 
acquisition  leading  to  public  offering.  More  than  25,000 
subscribers.  800  miles  of  modern  system  passing  100,000 
homes.  Positive  cash  flow. 
Reply  to: 

P.O.  BOX  4790 

GRAND  CENTRAL  STATION 
NEW  YORK,  NEW  YORK   10017 


BROAD  STREET 

INVESTING 

CORPORATION 

A  UNIOH  SERVICE  FUND 


170 


th 


consecutive 

quarterly 

dividend 


10  Cents  a  Share 
Payable  June  23, 1972 
Record  Date  June  12, 1972 

65  BROADWAY,  NEW  YORK,  N.  Y.  1000S 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 


98 


th 


consecutive 
dividend 


4  Cents  a  Share 
Payable  June  23, 1972 
Record  Date  June  12,  1972 

65  BROADWAY,  NEW  YORK,  N.Y.  10006 


READERS  SAY 


(Continued  from  page  11) 

them  was  lost.  That  amounted  to  $6,925 
out  the  window.  But  suppose  that  the  in- 
vestor had  gone  short  the  stocks  instead. 
He  would  have  put  almost  $60,000  into 
his  short  position;  his  losses,  with  com- 
missions, would  have  been  $19,600,  near- 
ly triple  the  amount  he  would  have 
dropped  in  puts. 

In  fact,  the  use  of  options  did  exacdy 
what  it  was  supposed  to  do:  gave  in- 
creased leverage  when  the  buyer  was 
right,  and  diminished  his  loss  when  he 
was  wrong.  Viewed  in  that  way,  the 
analogies  to  gambling  become  just  as 
thin  and  unreasonable  as  the  outmoded 
thinking  that  considered  intermediate- 
term  investment  in  common  stocks  just 
a  roll  of  the  dice. 

—Myron  Simons 

Oppenheimer  &  Co. 

New  York,  N.Y. 

The  examples  in  the  table  were  picked 
to  illustrate  how  puts  and  calls  work. 
Forbes  did  not  stack  them  to  build  a  case 
for  or  against  options.  We  repeat:  He  who 
buys  options  should  have  an  extremely 
accurate  crystal  ball— En. 

Sir:  Options  are  neither  foolproof  nor 
foolish,  but  rather  another  possible  tool 
in  the  informed  investor's  or  speculator's 
inventory  to  be  used  when  appropriate. 

— R.A.  Levander 
Richmond,  Cal. 

Callard  of  ICI 

Sir:  I  should  draw  your  attention  to 
the  fact  that  the  photograph  which  ap- 
peared in  your  article  on  ICI  ( June  1 ) 
under  the  caption  "Williams  of  ICI"  was 
in  fact  of  our  chairman,  John  Callard. 
The  other  and  perhaps  more  unfortunate 
point  about  this  is  that  Mr.  Williams  died 
three  months  ago. 

—Robin  Gladstone 

Press  Department 

Imperial  Chemical  Industries  Ltd. 

Exaggerated  Income 

Sir:  In  your  article  about  me  in  the 
June  1  issue,  the  statement  of  my  income 
was  grossly  exaggerated. 

—Norman  Rockwell 
Stockbridge,  Mass. 

Sorry.  We  were  quoting  what  we  re- 
garded as  a  reliable  source— Ed. 

Connecticut  General 

Sir:  I  fail  to  see  how  you  arrive  at  the 
recent  price  for  Connecticut  General  stock 
as  28  and  develop  the  compared  per- 
centages (Forbes,  May  15,  p.  73). 

—John  Z.  SciiNEmER 
Columbia,  Md, 

The  correct  price  should  have  been 
84Ji,  the  percentage  gain  from  the  1970 
low  110.9%-Ed. 
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ABRAHAM    &   COMPANY    62 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

G    ALCAN    ALUMINUM    CORPORATION   44-45 
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&  Osborn,  Inc. 
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BANK    2nd    Cover 

Agency:  Ted  Bates  New  York/ 
Advertising 
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Agency:   Benton  &  Bowles,  Inc. 
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n    E-SYSTEMS   INC 16 
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Agency  Watts,  Lee  &  Kenyon,  Inc. 

FINANCIAL   WORLD     58 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

FIRST  NATIONAL  BANK  IN  DALLAS  .  .    12 

Agency:  Tracy-Locke  Advertising 
and  Public  Relations,  Inc. 

-]'?    FIRST  NATIONAL  CITY  BANK  Back  Cover 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 
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HALSEY,  STUART  &  CO.  INC 53 

Agency:   Doremus  &  Company 

HORNBLOWER  &  WEEKS- 

HEMPHILL,   NOYES    60 

Agency:   Scali,  McCabe,  Sloves,  Inc. 

INTERNATIONAL  BUSINESS 

MACHINES     CORP 28-29 

Agency:   Geer,  DuBois  &  Co.,  Inc. 

n    MERRILL  LYNCH,  PIERCE,  FENNER 

&    SMITH     INC 54-55 

Agency:   Ogiivy  &  Mather  Inc. 

MEXLETTER     62 

Agency:   Kenyon  &  Eckhardt  De  Mexico, 
S.A.  de  C.V. 

□    NN   CORPORATION    15 

Agency:   Roberts:  Menchin  and  Myers, 
Inc. 

NATIONAL  INVESTORS 

CORPORATION      68 

Agency:   Doremus  &  Company 

NEW  COUNCIL  FOR  ADVERTISING  43 

Agency:  Tatham-Laird  &  Kudner,  Inc. 

NORTH  AMERICAN  ROYALTIES,  INC.  11 

Agency:   Power  and  Condon  Advertising 

PEOPLES  GAS  COMPANY  3rd  Cover 

•  Agency:   Foote,  Cone  &  Belding 

ROWE  PRICE  NEW  ERA  FUND,  INC.   .  .    62 

Agency:  VanSant,  Dugdale  and 
Company,  Inc. 

T.   ROWE   PRICE  GROWTH   STOCK 

FUND,    INC 68 

Agency:  VanSant,  Dugdale  and 
Company,  Inc. 

PROCORSA,   S.A 67 

Agency:    Interhoteles,  S.A. 

SOMERSET  IMPORTERS,  LTD. 

(TANQUERAY   GIN)    27 

Agency:   Bozell  &  Jacobs,  Inc. 

D    SUCCESS  MOTIVATION 

INSTITUTE,  INC 11 

Agency:  Advertising  &  Marketing 
Associates,  Inc. 

THE  VALUE  LINE   INVESTMENT 

SURVEY     64 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

D    THE  WARNER  &  SWASEY  COMPANY  .  .      3 

Agency:  The  Griswold-Eshleman 
Company 

n    WASHINGTON  INVENTORY  SERVICE         50 

Agency:  The  Wilson-Stodelle  Company 


PRODUCT  LINE 

WANTED 

FOR 

CASH  ONLY 

For  expansion  purposes  by  medium  size 
corporation  in  electro-mechanical  and/or 
electronic  COMPONENT  or  instrument  field 
that  is  primarily  directed  and  suited  towards 
INDUSTRIAL  OEM  applications  and  mass  dis- 
tribution. Only  Product  Lines  will  be  consid- 
ered and  top  dollars  paid  for  where  current 
existing  sales  are  in  excess  of  $350,CXXD.OO 
p. a.  and  where  accounting  records  show  at 
least  breakeven  point,  preferably  profitability. 
Product  lines  in  question  should  be  defined 
as  part  of  medium  high  growth  industry. 
Please  direct  all  inquiries  to: 

P.O.   BOX  247 
EATONTOWN,  NEW  JERSEY  07724 


Absolutely  reliable  man  with  a 

BIG    DIESEL  tractor 

Is  looking  for  the  opportunity  to  obtain  a  contract 
from  Your  Company  to  haul  your  freight  for  the 
most  reasonable  rate  possible.  Preferably  coast-to- 
coost.  Call  (212)  592-2049,  (212)  NE  9-7125  (or) 
Write:  Laszio  Balazs,  86-15  Dongan  Ave.,  Elmhurst, 
N.Y.    11373. 


"It  isn't  how  much 
you  give 
that  counts, 
ifs  the  spirit." 

Baloney. 


Too  many  people  make  a  token 
contribution  to  the  United  Way 
Campaign,  and  sit  back  and  figure 
they've  done  all  they  should. 

They  haven't.  A  token  contribution 
isn't  enough.  Our  community 
doesn't  have  token  problems.  If 
you  really  care,  if  you  really  want 
to  help  solve  our  problems,  you'll 
give  more  than  a  token.  You'll  give 
your  Fair  Share. 

You'll  realize  why  the  spirit  of 
giving  just  isn't  enough  anymore. 
And  you'll  probably  know,  and 
care  about,  how  much  there 
is  to  do. 

If  you  don't  do  it,  it  won't  get  done. 


advertising  contribut«d  for  tha  public  good     W'4 
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thoughts:.. 


ON  THE 
BUSINESS  OF  LIFE 


Pleasure  is  the  first  good.  It  is  the 
beginning  of  every  choice  and  every 
aversion.  It  is  the  absence  of  pain  in 
the  body  and  of  trouble  in  the  soul. 

—Epicurus 


A  life  merely  of  pleasure,  or  chiefly 
of  pleasure,  is  always  a  poor  and 
worthless  life.       —Theodore  Parker 


Work  with  some  men  is  as  besetting 
a  sin  as  idleness  with  others. 

—Samuel  Butler 


Those  who  contemplate  the  beauty 
of  the  earth  find  reserves  of  strength 
that  will  endure  as  long  as  life  lasts. 

—Rachel  Carson 


I  have  been  a  wanderer  among  dis- 
tant fields.  I  have  sailed  down  mighty 
rivers.         —Percy    Bysshe    Shelley 


Sweet  recreation  barred,  what  doth 
ensue  but  moody  and  dull  melancholy, 
kinsman  to  grim  and  comfortless  de- 
spair. —Shakespeare 


The  wagon  rests  in  winter,  the  sled 
rests  in  summer,  man  never  rests. 

— IcNAS  Bernstein 


Superfluous  wealth  can  buy  super- 
fluities only. 

—Henry  David  Thoreau 


A  vacation  is  a  sunburn  at  premium 
prices.  —Hal  Chadwicke 


It's  necessary  to  relax  your  muscles 
when  you  can.  Relaxing  your  brain  is 
fatal.  —Stirling  Moss 


B.  C.  FORBES 

The  right  kind  of  recreation  is 
almost  as  essential  to  success  as 
the  right  kind  of  education.  The 
man  or  woman  who  has  not 
learned  to  pursue  helpful  rec- 
reation is  deficient  in  education. 
Books,  walks,  music,  plays,  ath- 
letics, automohiling,  traveling, 
gardening,  friends,  conversation 
—each  and  all  in  their  proper 
place  can  supply  ideal  recrea- 
tion. Recreation  should  mean 
renewing  one's  vital  forces,  get- 
ting a  fresh  outlook  and  a  fresh 
hold  of  life,  imbibing  fresh 
knowledge,  refilling  the  well- 
springs  of  joy. 


Never  do  anything  standing  that 
you  can  do  sitting,  or  anything  sitting 
that  you  can  do  lying  down. 

—Chinese  Proverb 


God  send  you  joy,  for  sonow  will 
come  fast  enough.       —John  Clarke 


The  least  change  in  our  point  of 
view  gives  the  whole  world  a  pictorial 
air.  —Ralph  Waldo  Emerson 


Is  it  so  small  a  thing  to  have  en- 
joyed the  sun,  to  have  lived  light  in 
the  spring,  to  have  loved,  to  have 
thought,  to  have  done? 

—Matthew  Arnold 


These   three  things   deplete  man's 
strength:  fear,  travel  and  sin. 

—Hebrew  Proverb 


Travel  makes  a  wise  man  better  but 
a  fool  worse.         —Thomas   Fuller 


You  will  never  find  time  for  any- 
thing. If  you  want  time,  you  must 
make  it.  —Charles  Buxton 


Do  not  squander  time,  for  that  is 
the  stuff  life  is  made  of. 

—Benjamin  Franklin 


Good  nature  is  more  agreeable  in 
conversation  than  wit,  and  gives  a 
certain  air  to  the  countenance  which 
is  more  amiable  than  beauty. 

—Joseph  Addison 


The  worst-tempered  people  I've 
ever  met  were  people  who  knew  they 
were  wrong.  —Wilson  Mizner 


Possession  hinders  enjoyment.  It 
merely  gives  you  tlie  right  to  keep 
things  for  or  from  others,  and  thus 
you  gain  more  enemies  than  friends. 

— Baltasar  Gracian 


Hold  fast  then  to  this  sound  and 
wholesome  rule  of  life;  indulge  the 
body  only  as  far  as  is  needful  for 
health.  —Seneca 


The   statement  has   truth  but  not 
quite  enough  to  be  true. 

—Francis  M.  Cornford 


A  Text . ♦ ♦ 


Sent  in  by  Dennis  E.  Sheridan, 
Southfield,  Mich.  What's  your 
favorite  text?  The  Forbe.s  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


And  he  said  unto  them.  Take  heed, 
and  beware  of  covetousness:  for  a 
man's  life  consisteth  not  in  the  abun- 
dance of  the  things  which  lie  posses- 
seth.  —Luke  12:15 
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The  Staid  Company 
With  The 
Mod  Products 


't$/ 


Backyard  barbecues  go  natural 

with  gas  supplied  by  our 

Tenneco  Gas  pipeline  network. 

Through  the  utilities  we  supply, 

you  can  also  light  patios  and 

heat  swimming  pools,  as  well 

as  cook  your  food  and  heat 

your  home. 


One  out  of  every  four  cars  on 
U.S.  roads  today  is  equipped 
with  our  Walker  Manufacturing 
exhaust  systems,  and  we  can 
still  supply  the  muffler  and  pipes 
for  the  Model  T  Ford. 


That  tiny  dot  on  the  horizon  (below)  may  someday 
be  the  only  sign  you'll  see  of  the  power  plant 
that  produces  electricity  for  your  city.  Tenneco  is 
working  with  Westlnghouse  to  develop  and  build 
offshore  nuclear  power  plants. 


Of  the  500  leading 

corporations  in  the  U.S.,  300 

package  their  goods  in 

cartons,  containers  and 

molded  pulp  products  made 

by  our  Packaging 

Corporation  of  America. 


Drive  a  Tenneco  this 
weekend!  Our  subsidiary. 
J  I  Case,  not  only  makes 
heavy  equipment  for  farms 
and  construction  but  also  a 
full  line  of  garden  tractors. 


n 

.jaM 

En|oy  your  own  weekend  and 

vacation  home  amid  3,200  acres 

of  lush  meadows  and  tall 

timbers  in  the  Pine  Mountain 

Club,  a  Tenneco  recreation 

community  only  90  miles 

northeast  of  Los  Angeles. 


There  could  be  a  bit  c 

Tenneco  in  your  car  s  tire' 

Our  Tenneco  Chemicals  anc 

associated  companies  arf 

leading  suppliers  of  but.idmn. 

for  synthetic  rubber  .inf. 

other  rubber  chemicak 


Tenneco  OH  is  in  every  ph.Tse  c 
the  Oil  business,  from  exploring 
in  distant  lands  to  fillmq  your 
car  s  cr.Tnkcase  here  at  home. 
Last  year,  we  refined  over 
85,000  barrels  of  oil  a  day 
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We  ring  up  daily  sales 
ofover$7.7million. 

Thanks  to  you . 


You  probably  don't  realize  it,  but  you're 
one  of  Tenneco's  best  customers. 

This  morning  you  might  have 
poured  your  cereal  out  of  one  of  our 
packages. 

You  may  have  topped  it  with 
fresh  fruit  grown  by  us  in  California. 
And  you  could  have  perked  your  coffee 
'*''lh  natural  gas  supplied  by  us  through 
:r  15,300-mile  pipeline  network. 

It's  likely  our  chemicals  are  in 
e  tires  of  your  family  car.  And  the  next 
-le  you  need  a  new  muffler,  chances 
e  good  you'll  buy  ours. 

W©  also  build  ships,  farm 
/actors  and  construction  equipment. 


Market  petroleum  products  for  your 
home  and  car.  And  develop  land 
for  agricultural,  residential  and 
commercial  use. 

In  the  future  you  may  even  light 
your  home  with  electricity  supplied  by 
offshore  nuclear  power  plants  we're 
helping  develop. 

Tenneco— one  company,  with 
many  different  product  names. 

We've  become  so  much  a  part 
of  everyday  life  in  America,  we're  now 
one  of  the  top  industrial  corporations. 
$2.8  billion  in  annual  revenues  and 
still  growing.  Tenneco  Inc.,  Houston, 
Texas  77001 . 


BUILDING  BUSINESSES  IS  OUR  BUSINESS. 


Fruebaut  townhouses  come 
with  a  10-year  warranty 
against  structural  defects. 


Carpeted  bedrooms  are 
standard  equipment,  as  are 
oven,  range,  disposer,  washer 
and  dryer,  and  central  air 
conditioning. 


Thermally  insulated  windows. 


Frnehanf  quality 
has  fonnd  a  new  hon 


At  Fruehauf  we  think  the  best  way 
to  build  a  good  reputation  is  to  build  good 
products. 

You'll  find  this  philosophy  reflected 
in  our  Fruehauf  trailers,  our  containers,  our 
railcars  and  materials  handling  eguipment. 
Now  you'll  also  find  Fruehauf  quality 
in  the  booming  housing  market — in  a  new 
kind  of  modular  townhouse  incorporating 
our  more  than  50  years  of  experience  and 
expertise  in  building  quality  products. 


And  we've  designed  and  built  this  new 
kind  of  modular  townhouse  so  well  it  comes 
with  a  10-year  written  warranty. 

We  might  add  that  Fruehauf  quality 
has  been  recognized  in  the  marketplace,  too. 
You'll  find  our  townhouses  in  several  loca- 
tions now,  with  more  to  come. 

For    the    full    picture,    send    for    our 
Annual  Report.  Just  write  Fruehauf 
Corporation,  Dept.  FO-72,  Detroit, 
Michigan  48232. 

IViidhaiif 


COMPANY  INDEX 

American  Airlinet  13 

f    American    Diitlliini   40 

American    Exprett  47 

Anheuier-Busch   47 

Arizona-Colorado  Land  A.  Cattle  ..  54 

Armour  20 

Atlantic  Richfield  14,  17 

Audi-NSU      58 

Barton   Brandt  40 

Bath    Iron    Work*   18 

Bausch  &  Lomb  55 

Jamei  B.   Beam   Distilling  40 

Beatrice  Foods  41 

Bethlehem    Steel    54 

H.  &.  R.  Block 55 

Borden    41 

Borg-Warner  42 

Boussois-Souchon  Neuvesel  24 

British   Leyland   29 

British    Petroleum/Sohio    18 

Brown-Forman    40 

Burlington    Mills   22 

Caltex     18 

Campbell  Soup  41 

Cannon    Mills   22 

Chemical  Bank  of  New  York  8 

Church's    Fried   Chicken   51 

Citicorp    Leasing    18 

Cleveland   Trust  54 

Colgate-Palmolive    20 

Collins  &  Aikman  60 

Collins   Radio  29 

Continental   Corp  47 

Curtiss-Wright  55,  58 

Delta  Air  Lines  13 

Diners'  Club 47 

Distillers    Corp. -Seagrams    40 

Draper  29 

Eastman  Kodak  55 

Eaton    29 

Lionel   D.   Edie  &  Co  51 

Edie  Special  Growth  Fund  51 

Edie  Special   Institutional    Fund   ..  51 

Evian  24 

Farah  Manufacturing  51 

Faulkner,   Dawkins  &  Sullivan  58 

Federal  National  Mortgage  54 

Fieldcrest   Mills   23 

First  Boston  Corp  46 

First  National  City  18,  55 

First  National  of  Boston  54 

First  Wisconsin    Bankshares  54 

Ford    Motor  42 

GATX      18 

Generale    Alimentaire    24 

General    Motors   58 

Goldman,  Sachs  &  Goldman  46 

W.T.    Grant  Co   23 

Gulf  Oil   17 

Gulf  &  Western  Inds  21 

Hatteras   29 

Heublein  40 

IBM    13,    14,   37 

ITT    54 

Investors   Management  Sciences  ....  10 

Kendall     21 

Kidder,   Peabody  46 

Kraftco     41 

Kronenbourg    24 

Lehman    Corp    54 

Levitz    Furniture   39,   51 

Lockheed    29 

Lonrho    58 

Magic    Chef    39 

Marine  Transport  Lines  18 

Masco    51 

Merck  &  Co  55 

Merrill    Analysis    56 

Merrill  Lynch,  Pierce,  Fenner  &. 

Smith      51 

Metro-Goldwyn-Mayer      20 

Miehle-Goss- Dexter     29 

Minnesota   Mining  55 

Mobil  Oil  17,  42 

Monroe   Auto    Equipment   51 

J. P.    Morgan  &  Co  55 

Morrison- Knudsen     47 

National    Distillers   40 

National    Steel    54 

Nestle    24 

New  York  Times  13 

North    American    Rockwell   28 

Oppenheimer   &    Co    37 

J.C.    Penney    23.    38 

T.   Rowe  Price  New  Horizons  Fund  51 

Procter  &.  Gamble  20,  41 

Publicker    Inds    40 

Rockwell     Mfg     42 

Royal     Dutch/Shell    18 

St.    Gobain-Pont-^-Mousson 24 

Salomon    Brothers  18,   46 

Schenley    Inds    40 

Schering-Plough     55 

Scott  Paper  42 

Sears,    Roebuck   28,    38 

John   Sexton   &  C» 41 

Sharp    , 28 

Societe  Europeenn«  de  Brasseries      24 

Sperry   Rand  38 

Springs    Mills   23 

Standard    Brands   Paint  51 

Standard    Oil    (Cal.)    17 

Standard   Oil    (N.J.)    17 

Standard   Oil      (Ohio)    17 

Stauffer    Chemical    8 

Sternco   Inds  51 

Texaco    17 

Todd    Shipyards    18 

Tool    Research    &.    Engineering   51 

Twentieth   Century-Fox   20 

United  Air  Lines  13 

Unilever    20 

Vetco    Offshore 51 

Volkswagen 58 

Volvo     14 

Hiram  Walker-Gooderham  A.  Woirts  40 

The  Wankel  Companies  58 

Wells,    Rich  &   Greene,   Inc  51 

Wenger,    Ltd 48 

Westinghouse    Electric    Corp    42 

Wheeling-Pittsburgh     54 

Whirlpool     39 

Whittaker     14 

Wilkinson    Sword    21 

Xerox  37 

layre  Corp  23 


Forbes  contents 


JULY  15,  1972,  VOLUME  110.  NUMBER  2 


FEATURES 

17  TEXACO 

Successful  still,  but  not  to  be  taken  for  granted. 

18  FINANCrNG  THE  NAVY 

In  civilian  circles  it's  called  off-balance-sheet  financing. 

19  THE  LOADED  LAGGARDS 

A  list  of  stocks  selling  at  40%  or  more  below  their  book  value. 

20  COLGATE-PALMOLIVE 

Its  record  is  good,  but  not  good  enough. 

20     TWENTIETH  CENTURY-FOX 

A  turnaround,  Hollywood  style. 

22     CANNON  MILLS 

Wall  Street  is  interested,  but  the  attraction  isn't  mutual. 

24     BSN 

A  French  glass  company  repackages  its  commodity  business. 

28     NORTH  AMERICAN  ROCKWELL 

Big  mergers  aren't  easy.  Just  ask  NAR's  Robert  Anderson. 

30     AS  I  SEE  IT 

Dr.  Hans  Bethe  answers  the  critics  of  science. 

37     THE  MONEY  MEN 

The  security  analyst  has  arrived  on  Wall  Street. 

40  THE  LIGHT  WHISKEY  BATTLE 

The  distillers  are  off  and  running— but  to  where? 

41  BEATRICE  FOODS 

From  now  on,  it  needs  a  new  kind  of  growth. 

42  COLLEGE  RECRUITING 

Those  graduate  degrees  have  lost  their  appeal. 

51      THE  FUNDS 

Merrill  Lynch  doesn't  sell  them  very  hard,  but  Edie's  no-loads  are  doing  well. 


FACES  BEHIND  THE  FIGURES 


46     Robert^Madden 

(SalonTon  Brothers) 

46     David  B.  Stocker 

(Goldman,  Sachs) 


47     R.  Newell  Lusby 

(Diners' Club) 

47     William  H.  McMurren 

(Morrison-Knudsen) 


48     Wilbur  Mills 

(House  Ways  &  Means 
Committee) 

48     Irving  Wenger 

(Wenger  Ltd.) 


FINANCE 

53     Market  Comment 

L.O.  Hooper 

55     Stock  Analysis 

Heinz  H.  Biel 


56     Technician's  Perspective 

John  W.  Schuiz 


58     Overseas  Commentary 

Walter  Oechsle 


REGULAR  DEPARTMENTS 

7  Side  Lines  10 

8  Trends  &  Tangents  13 


Readers  Say 
Fact  &  Comment 


53     Forbes  Index 
62     Thoughts 


PHOTO  AND  ART  CREDITS:  Manuel  Guevara  Jr.,  page  9;  United  Press  Inter- 
national, pages  20  and  30;  Textile  World,  page  22;  H.  Lee  Hooper,  page  28; 
Luigi  Pellettieri-Educational  Photo,  page  37;  Dick  Hanley,  page  46  left;  Harvey 
Shannan,  pages  46  right  and  51;  Duane  W.  Garrett,  page  47  bottom;  Stan  Stearns, 
page  48  top;  Artists  Associates,  page  48  bottom. 

COVER  PHOTO:  S.  A.  Tervenski 

FORBES  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York  N  Y 
10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailing  offices.  Subscription  $9.50  one  year  U.S.A.  Copyright  ©  1972  Forbes  Inc. 


FORBES,  JULY  15,   1972 


They're  not  just  wearing  clothes. 

They're  carrying  around  a  world  on 
their  shoulders.  Clothes  from  U.  S.  Indus- 
tries, Inc.  A  company  of  companies. 

We  have  the  apparel  field  buttoned 
down,  sewed  up  and  covered  from  head 
to  toe.  On  men,  women,  girls,  boys,  our 
clothes  look  good.  And  the  labels  look 
good,  too  (some  of  the  best  known,  most 
respected  names  in  the  business). 


USI  companies  haven't  lost  their 
pride  and  individuality  as  companies. 
They  haven't  lost  sight  of  the  real 
reason  they're  in  business.  To  serve  their 
customers,  and  serve  them  well. 

Every  purchase  you  make,  you  can 
see  the  difference:  The  way  we  work 
to  give  you  fashion,  flair  and  just  plain 
value.  That  something  extra  that  makes 
a  world  of  difference. 


U.3.  INDUSTRIES,  INO. 

ri-te  company  tHat  maKes  a  world  of  dif forortca. 
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Side  Lines 


Put  Your  Funds  in  a  Bank? 

Should  you  invest  your  money  in  mutual  funds? 

Or  would  you  be  better  off  just  putting  it  in  a  bank? 

Such  questions  now  have  a  special  urgency,  for  in  the  past  year 
investors  have  been  taking  more  money  out  of  funds  than  they've  been 
putting  in,  a  situation  unprecedented  in  mutual  fund  history.  Much 
of  this  money  has  gone  into  banks  and  savings  &  loans. 

Why?  Nobody  knows  for  sure,  but  a  lot  of  people  have  theories.  One 
theory  traces  the  trouble  to  the  Tsai-in-the-sky  promises  made  by  so 
many  funds  in  the  late  Sixties.  The  victims  of  these  promises  no 
longer  want  to  get  rich.  They  only  want  to  get  even.  Or  partly  even. 
So  they  started  bailing  out  when  the  market  recovered  in  1970  and 
have  been  bailing  out  ever  since. 

There  are  other  theories  about  fund  redemptions,  but  the  point  we 
want  to  make  is  this:  Our  annual  Mutual  Fund  Survey  is  designed  to 
help  people  avoid  getting  clobbered  and  whipsawed.  Instead  of  mea- 


suring a  fund's  performance  over  an  arbitrary  time  period,  Forbes' 
Survey  emphasizes  consistency  of  performance.  That  is,  it  measures  a 
fund's  performance  in  both  up  and  down  markets.  A  fund  may  do 
great  for  a  short  time,  but  that  won't  earn  it  high  grades  from  us.  We 
rate  hundreds  of  funds  on  the  basis  of  their  relative  performance  vis- 
a-vis the  Standard  &  Poor's  stock  average  in  three  distinct  bull  mar- 
kets and  again  in  three  different  bear  markets.  The  range  of  ratings 
goes  from  a  rare  A  +  to  an  all-too-common  F. 

To  get  back,  then,  to  our  first  question:  Funds?  Or  banks?  Our 
1972  Mutual  Fund  Ratings,  which  will  appear  Aug.  15,  will  have  a 
new  wrinkle.  For  hundreds  of  individual  fimds,  Forbes  is  showing 
capital  appreciation  in  terms  of  a  compounded  annual  return  on  origi- 
nal investment. 

You  know  what  you  can  get  from  a  bank.  Now  you  will  be  able  to 
find  out  what  rate  of  "growth"  you  would  have  gotten  from  a  particular 
fund.  As  you  might  suspect,  the  results  will  show  that  in  scores  of 
cases  investors  would  have  been  better  off  in  a  bank  or  savings  &  loan. 
But  in  others— despite  interim  fluctuations— individual  funds  far  out- 
performed the  banks.  Look  at  it  this  way:  Some  fund  managements 
eant  their  keep.  Others  do  not.  Our  Aug.  15  issue  will  help  you 
separate  the  sheep  from  the  goats.  ■ 
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"Offers  a  provocative  analysis  of 
growth  stocl<s  and  wtiat  makes 
successful  companies  tick.  It 
should  prove  rewarding  to  ama- 
teur and  professional  investors." 
— Vartanig  G.  Vartan,  N.Y.  Times 

"Informative,  sensible,  and  in- 
teresting. I  doubt  that  there  is 
anything  in  print  that  approaches 
it  in  quality  and  clarity." 

—Joseph  A.  Pechman 

"A  valuable  contribution  to  in- 
vestor understanding  of  just  what 
ingredients  produce  success,  and 
an  excellent  philosophical  frame- 
work for  planning  investing 
strategy."    —Warren  E.  Buffett 

$7.50  at  bookstores 
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Kcutive 
idei^tial 
lans 

$1500to$8500 

• 
A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 
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Industrial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 


Trends 

&  Tangents 


BUSINESS 


/nner  Space 

Despite  all  the  publicity  given 
firms  that  have  moved  out  of  the 
central  city,  a  recent  report  by  the 
Regional  Plan  Association  indicates 
that  downtown  office  space  had  the 
same  42%  growth  during  tlie  1960s 
as  did  office  space  in  the  country 
as  a  whole.  In  a  survey  of  the  down- 
town areas  of  the  21  most  office- 
oriented  cities,  Los  Angeles,  Atlanta 
and  St.  Louis  showed  the  greatest 
growth.  New  York  the  largest  ab- 
solute increase  in  floor  space. 

Blind  Banking 

Twelve  banks  are  offering  a 
braille  checking  .service  that  grants 
the  blind  and  visually  handicapped 
more  privacy  and  convenience  in 
their  banking.  New  York's  Chemical 
Bank,  largest  of  the  twelve,  pio- 
neered the  system  in  1965  and  now 
serves  130  blind  persons.  A  custom- 
er using  the  service  receives  a  met- 
al template  that  covers  the  entire 
check  except  for  those  areas  to  be 
filled  in.  He  then  records  the  same 
infoiTnation  in  braille  on  the  check 
stub.  Both  standard  and  braille 
statements  are  mailed  to  customers. 

Bugging  the  Insecis  .  . . 

.  .  .  with  their  natural  enemies  is 
still  young  as  a  commercial  ventine, 
but  is  being  developed  as  an  alter- 
native to  the  U.S.'  $350-million 
(and  still  growing)  chemical  insec- 
ticide business.  Biological  warfare 
is  expensive  now,  but  in  the  future 
bacilli  and  viruses  will  sell  at  pop- 
ular prices.  A  brisk  trade  already 
exists  in  natural  predators  like  lady- 
bugs,  at  $8  per  12,500,  and  pray- 
ing mantises,  at  50  cents  to  $1  for 
an  egg  case  producing  up  to  fifty. 
One  California  company  is  trying 
a  different  tack,  with  a  new  sub- 
stance aimed  at  three  kinds  of  mos- 
quito, including  the  malaria  carrier 
anopheles.  Now  undergoing  field 
tests  for  safety  and  effectiveness,  it 
seeks  to  beat  the  bug  before  it  gets 
past  the  larva  stage. 

HoNSfoclc  Market 

Businessmen  on  Wall  Street  now 
"rent"  stolen  .securities  to  inflate 
their  assets  before  an  audit.  Some 


building  contractors  likewise  "ne- 
gotiate" stolen  certificates  to  use  as 
collateral  for  perfoimance  bonds. 
The  reason?  More  and  more  young 
criminals  are  avoiding  cash  and 
jewelry  in  favor  of  stolen  securi- 
ties. The  thieves  are  taking  advan- 
tage of  the  immense  volume  of  cer- 
tificates handled  by  brokerage 
hoxises  and  banks  and  the  accessi- 
bility of  those  securities  to  un- 
screened personnel.  Estimated  cost 
to  the  industry:  between  $500  mil- 
lion and  $1  billion  since  1967. 

Finding  a  Whey 

Ten  billion  pounds  of  whey 
waste,  from  the  yearly  manufacture 
of  .some  2.4  billion  pounds  of 
cheese,  were  enough  to  get  the  U.S. 
Department  of  Agriculture  upset. 
It  was  equal  to  the  untreated 
sewage  of  380  million  people.  No 
one,  except  pigs  and  other  live- 
stock, wanted  it.  So  Stauffer  Chem- 
ical has  developed  and  patented 
a  new  soluble  food  ingredient 
based  on  whey  that  is  a  tasteless 
and  odorless  white  powder  with 
about  twice  the  protein  of  dry 
whole  milk.  Instead  of  polluting  our 
sewage  systems  and  streams,  whey 
may  in  the  future  become  an  ingre- 
dient in  whipped  toppings,  soft  ice 
cream,  cereals  and  soft  drinks.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
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this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 
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EasyAvis 


Now  renting  a  car 
IS  as  easy  as  signing  your  name. 

Now  Avis  has  an  easy  new  way  to  rent  a  car.  The  Wizard®  Golden  File. 

With  it,  you  call  for  a  reservation,  give  us  your  Golden  File  number,  and 
your  rental  form  will  be  waiting  for  you  by  the  time  you  get  to  the  counter. 

Then  simply  show  your  driver's  license  and  charge  card,  sign  your  name, 
and  you're  away  in  your  sparkling  new  Plymouth  or  other  Pine  car. 

Nothing  could  be  faster. 

We  recently  introduced  The  Wizard  of  Avis,  the  most  advanced 
computer  system  in  the  travel  business,  to  make  it  easier  to  rent  a  car.  And  now 
The  Golden  File  makes  things  even  easier. 

The  Avis  Golden  Kl^: 

Call  8()0-231-600()  for  an  application  or  send  in  this  one 
to  get  your  Golden  File  identification  card. 


LAST  NAME- 

FIRST  NAME 

MIDDLE  INITIAL 

HOME  ADDRESS 

- 

CITY 

STATE 

ZIP  CODE 

COMPANY  NAME 

COMPANY  ADDRESS 

CITY 

STATE 

ZIP  CODE 

DRI\/ER  S  LICENSE  NO 

STATE  OF  ISSUE 

EXPIRATION  DATE 

MONTH 

DAY                   YEAR 

Card  to  be  used: 

(Please  select  only  one.)  (Include  all  letters.) 

D  Avis  No 

D  Air  Travel  No 

dl  American  Express  No 

D  Diners' Club  No 

D  Other  (Specify) 

No 


Usual  car  preference: 

D  Luxury  (Chrysler,  Imperial, or  Equivalent) 

□  Standard  (Fury,  Pol  a  ra,  or  Equivalent) 

□  Intermediate  (Satellite  or  Equivalent) 
D  Economy  (Duster,  Demon,  or  Equivalent) 

Do  you  normally  purchase  the  collision  damage 
waiver  as  part  of  your  rentals?  DYes  DNo 

Do  you  normally  purchase  safe  trip  insurance  as 
part  oi  your  rentals?  DYes  DNo 

D  H  you  want  an  Avis  Charge  Card  application, 
check  here. 

Mail  to:  Avis,  900  Old  Country  Rd. 
Garden  City,  N.Y.  11530 

PLEAS&  ENTER  AID  NUMBER  (IF  APPLICABLE)  Attention :  Wizard  Golden  File,  Dept.  108 

Avis.  We  try  harder. 

«  "WIZARD  IS  A  REGISTERED  TRADEMARK  AND  GOLDEN  FILE  IS  A  SERVICE  MARK  OF  AVIS  RENT  A  CAR  SYSTEM  INC  ©AVIS  RENT  A  CAR  SYSTEM,  INC 


READERS  SAY 


On  McGovern 

Sir:  McGovern  is  an  honest  man  (  Fact 
t~  Comment,  June  1).  Integrity  must 
come  ahead  of  profits. 

—David  H.  Utley 
Santa  Monica,  Cal. 

Sir:   There  are  more  important  things 
facing  this  nation  than  how  much  money 
r  >()u   can  keep   from  paying  the   govern- 
ment. McGovern  plans  to  make  the  rich 
pay  what  they  should  pay. 

—Mark  Hill 
Utica,  N.Y. 

Sir:  McGovern  wants  to  create  a  wel- 
fare state  a  la  Sweden.  At  the  same  time, 
he  doesn't  want  to  give  American  busi- 
ness tax  "loopholes "  and  otlier  ad\aii- 
tages  that  the  Swedes  give.  McGovern 
doesn't  realize  that  it  takes  more  than  a 
printing  press  to  create  wealth. 

— Salvatore  Kluzew.ski 
Chicago,  111. 

Sir:  I  thought  >ou  had  been  around 
long  enough  to  know  that  a  man's  cam- 
paign promises  are  modified  l)\  the  re- 
sponsibilities of  office. 

—Jerome  S.  Fink 
Williamsville,  N.Y. 

Sir:  If  McGovern  is  elected  President, 
there  are  many  people  who  will  do  to 
the  stock  market  what  he  has  been  do- 
ing to  America— sell  short. 

— T.D.  FiNNIGAN 

Washington,  D.C. 


Seagram  Distillers  Company,  New  York,  N.Y.  90  Proof.  Distilled  Dry  Gin.  Distilled  from  American  Grain. 
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CLARIFICATION 

In  our  Julv  1  issue  Forbes  inter- 
viewed Price  Commission  Chairman 
C.  Jackson  Grayson  on  the  effect  of 
price  controls  on  investment  decisions. 
Appended  to  the  story  was  a  listing 
of  50  large  companies  whose  overall 
profit  margins  recently  ha\e  exceeded 
their  base  period  limits.  The  implica- 
tion was  tiiat  the  companies  so  listed 
were  bumping  against  their  price  ceil- 
ings. This  is  not  necessarily  tnic: 
These  figures  are  based  on  worldwide 
sales  and  worldwide  profits  whereas 
Price  ( Commission  figures  are  domestic 
only  and  cover  only  continuing  prod- 
uct lines.  Furthermore,  Price  Conmiis- 
sion  figures  are  based  on  confidcMtiai 
data  which  were  not  available  to  In- 
vestors Management  Sciences,  \\  liiih 
produced  tiie  figures  we  used.  Our 
article  said:  "The  companies  in  tlx- 
table  below  liave  a  harder  ea.se  to 
make  [for  price  increases]."  This  max 
be  true  in  some  cases,  but  it  is  untrue 
in  many  others.  \ot  onI\'  do<'s  the 
proportion  of  foreign  business  alfeit 
tlie  figures,  so  does  the  discontinuance 
of  unprofitable  or  low-profit  lines.  We 
regret  any  confusion  this  table  ma> 
lia\e  caused  our  readers. 


( Continiu'd  on  txtnc  60 ) 
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Introducing  a  new  way 

to  help  keep 
your  overseas  profits 

profitable* 


At  Chemical  Bank  we've  developed  an 
exclusive  international  cash  management 
service  as  an  aid  in  evaluating  your  company's 
foreign  investments  and  to  help  protect 
your  profits  from  international  monetary 
fluctuations. 

Ournewservice* 

It's  called  Foreign  Exchange  Exposure 
Management  System.  And  it's  designed  to 
help  your  corporate  financial  officer  deter- 
mine his  exposure  (or  risk)  to  changes  in 
foreign  currency  values  and  by  doing  so,  help 
him  protect  against  possible  losses  on  a 
world-wide  basis.  And  we're  the  first  inter- 
national bank  to  offer  this  service. 

Why  you  need  it. 

Making  a  dollar  overseas  isn't  always  so 
easy  Because  to  make  that  dollar,  you  have  to 
make  a  pound,  a  franc,  or  a  mark  first.  And 
that's  where  the  problems  start  to  creep  in. 
To  start  with,  world  currencies  fluctuate.  And 
that  fluctuation  of  currencies  can  mean  a 
great  deal  to  your  international  profit  and 
loss  siaiation. 


How  it  helps  you. 

Through  the  use  of  a  newly  developed 
computer  model,  we're  able  to  provide  finan- 
cial officers  with  a  constant  look  at  their  inter- 
national investment  exposure.  We're  also 
able  to  calculate  what  that  exposure  might 
be  in  the  fuaire  based  on  foreign  exchange 
rate  projections.  And  the  model  analyzes 
various  options  which  could  avoid  potential 
losses.  We  combine  our  experience  and 
expertise  in  international  finance  with  your 
knowledge  of  your  company's  foreign 
operations  to  develop  a  personalized  approach 
to  meet  your  particular  needs. 

If  you're  an  international  corporate  officer 
and  would  like  more  information  on  our 
cash  management  services  or  a  copy  of  our 
brochure  outlining  Foreign  Exchange 
Exposure  Management  System,  talk  to  your 
Chemical  Bank  representative. 

Or  write,  on  your  company  letterhead, 
to  Mr  Roderick  Porter,  Chemical  Bank, 
Box  5161B,  20  Pine  St.,  New  York,  N.Y.  10015, 
and  ask  how  Chemical  Bank  can  help  keep 
your  overseas  profits  profitable. 


Chemical 

We  do  more  for  your  money 


It  takes 
a  heap  of  "urban  ore" 
to  keep  you  in  metal. 


Metal  is  long  lasting  and  reclaimable. 
Recycling  scrap  metal,  or  "urban  ore," 
provides  40%  of  the  copper  and  lead, 
20%  of  the  zinc  and  30%  of  the  alumi- 
num consumed  in  the  U.S.  every  year. 


Asarco's  Federated  Metals  Division  has  been 
recycling  since  the  turn  of  the  century.  The 
physical  and  chemical  properties  of  our  re- 
claimed metals  conform  to  rigid  standards, 
just  as  do  those  made  from  newly  mined  ore. 
Recycling  kills  two  birds  with  one  stone. 


It  makes  our  mineral  resources  go  farther,  and 
it  also  gets  rid  of  mountains  of  solid  waste— 
which  are  usually  found  around  urban  areas 
—and  puts  it  to  good  use. 

By  "mining"  scrap,  Asarco  serves  industry 
and  also  the  society  in  which  it  lives. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


'With  all  thy  getting  get  understanding' 


Facf  and  Comment 


THERE'S  MUCH  TO  BE  SAID   FOR  FLOATING 


If  you're  in  the  water— or  for  that  matter,  the  soup— over 
your  head,  you'll  agree  that  there's  much  to  be  said  for 
being  able  to  float. 

The  major  money  centers  abroad  have  been  awash  with 
dollars,  and  we  had  to  cut  the  buck  loose  to  float  on  the 
international  monetary  high  seas. 

We  have  discovered  that  the  anathema  of  an  unfixed 
dollar  is  not  such  an  anathema  after  all,  vis-a-vis  the 
various  alternatives. 

The  mark  has  floated. 


The  yen  has  floated. 

The  pound  now  floats. 

While  certainties  of  exchange  simplify  life  for  bankers 
and  international  business,  they  and  we  are  all  going  to 
have  to  learn  to  live  without  certainty;  to  trade  with 
flexible  exchange  rates,  to  trade  with  currencies  finding 
their  real  value  in  competitive  marketplaces. 

Floating  currencies  are  not  without  their  danger,  but 
for  now  and  for  a  while  to  come  it  appears  to  be  the  only 
money  game  around. 


STOCK  MARKET  TIP 


Rarely  here  do  we  ever  give  specific  stock  market  sug- 
gestions. We  make  more  money  selling  advice  than  fol- 
lowing it.  But  vdth  major  airline  stocks  still  much  more 


down  than  they  once  were  up,  you  can  safely  take  a  profit- 
able flyer  on  the  best  managed  biggies  such  as  Ameri- 
Delta  and  United. 


can. 


THE  OTHER  SUNDAY  I  NEARLY  FELL  OUT  OF  BED 


There  I  lay,  quietly  minding  my  own  business  by  read- 
ing the  mammoth  Sunday  New  York  Times.  Peaceful, 
happy,  reflective.  Befittingly  feeling  sabbathly  benign.  .  .  . 
Until  reaching  those  lively,   fascinating  feature  pages. 

There  was  a  seven-column  headline:  "How  Senator  Mc- 
Govern  Thanked  Some  Special  Contributors,"  and  I  read 
it  avidly  to  discover  who  would  be  nuts  enough  to  be 
giving  large  sums  of  money  to  a  Presidential  candidate 
who  has  announced  he  intends  to  take  most  of  it  from 
any  and  all  who  have  some. 

The  first  paragraph  read:  "Senator  George  McGovern 
invited  some  of  his  favorite  people— the  VIG's,  for  Very 
Important  Gontributors— to  a  royal  round  of  entertainment 
in  the  Gapital  yesterday,  in  exchange  for  a  $5,000  per 
couple  donation.  Twenty-one  stanch  supporters  took  him 
up  on  it." 

The  second  paragraph  read:  "  'When  you're  invited  to 
dinner  at  the  home  of  the  next  President  of  the  United 
States,  I'm  ■iold  you  can't  refuse  that,'  said  Allan  Davis,  a 
New  York  University  law  student  who  came  with  his  wife, 
along  with  other  guests  including  General  Motors  heir 
Stewart  Mott  and  Mr.  and  Mrs.  Malcolm  Forbes  of 
Forbes  magazine." 


The  italics  are  Forbes'. 

But  the  words  were  the  Times',  staring  me  right  in  my 
unbelieving,  uncomprehending,  nonplussed  eyes  and  mind. 

•  It  so  happens  that,  on  the  day  referred  to,  my  wife 
and  I  were  2,000  miles  away  in  Montana,  feeding  some 
lasagna  she'd  made  to  our  ranch  friends. 

•  It  so  happens  that  just  a  couple  of  issues  ago  on  this 
page  an  editorial  stated  that  "the  possibility  that  McGov- 
ern could  be  conceivably  elected  President  scares  the  'ell 
out  of  me.  And  it  should  you,"  and  described  him  as  "a 
radical  of  long  conviction  and  no  pallid  proportion." 

•  It  so  happens  that,  while  Forbes  has  given  his  can- 
didacy the  biggest  nick  it  could,  we  have  certainly  not 
given  it  a  nickel. 

It  turns  out  that  the  venerable  New  York  Times  can 
occasionally  make  a  mistake,  just  like  the  rest  of  us.  It 
subsequently  published  a  correction,  quote:  "Mr.  and  Mrs. 
Malcolm  S.  Forbes  of  New  Jersey,  wlo  were  listed  as 
being  present,  did  not  attend.  Mr.  Forbes,  a  Republican 
and  publisher  of  Forbes  magazine,  has  been  a  critic  of 
Senator  McGovern's  economic  proposals.  Attending  was  J. 
Malcolm  Forbes  of  Cambridge,  Mass.,  a  member  of  Mr. 
McGovern's  national  finance  committee." 


THE  HECK  WITH  WHAT  SOME  CYNICS   MIGHT  SAY 


Every  onc6  in  a  long  while  we  reproduce  in  Fact  & 
Comment  a  few  advertisements  that  are  truly  outstanding. 

A  couple  of  months  ago,  when  putting  together  this 
issue's  page  of  such  {see  the  following  page),  it  happens 
Forbes  was  not  carrying  the  IBM  ad  campaign. 

Between  then  and  now,  though,  Forbes  has  started  to 
carry  this  advertising,  and  some  colleagues  suggested  it 


would  look  like  a  bit  of  obvious  self-serving  to  pat  the 
back  of  an  advertiser  for  an  ad  that's  running  in  the  very 
same  issue.  My  first  impulse  was  to  agree.  But  my  second 
impulse  was  not  to. 

Wouldn't  you  agree  that  this  IBM  campaign  is  perhaps 
the  most  effective  combination  of  real  product  sell  and 
corporate  image  advertising  you've  ever  seen? 
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hfeonrcantakrihcutlifratewHghtofdecision-rnalungoffyourshoukfer*.  Bui  the  more  you  know    about  how  things  rtally  are,  the  lighter  the  burden  will  be 


IBM. 


Not  just  data,  reality. 


^  "No  one  can  take  the  ultimate  weight  of  decision-making  off  your  shoulders.  But 
the  more  you  know  about  how  things  really  are,  the  lighter  the  burden  will  be.  IBM. 
Not  just  data,  reality." 


Excerpts 

M  "The  ideal-Seas  that  are 
permanently  protected  from 
man's  abuse.  The  real— 
Thoughtlessly,  man  spews 
waste  into  the  world's  oceans. 
.  . .  Throughout  the  world,  man 
must  learn  to  function  without 
fouling  the  oceans— and  the  air 
and  earth  that  adjoin  them. 
Until  then,  we  cannot  protect 
the  environment  in  which  life 
began— and  on  which  our  lives 
still   depend." 

-AtlanticRichfieldCompany 


FIVE 

GREAT 

ADVERTISEMENTS 

Sometimes  some  advertisements  tru- 
ly stand  out,  really  are  memorable. 

Herewith  are  five  such  and  I  think 
you'll  agree  they  do  their  job  with  a 
rare  degree  of  excellence. 


BEAT  THE 

SYSTEM. 

BUYAVOLVO. 


THE  EARTH 

SHALL  INHERIT 

THE  WEAK. 

\.fK.  .  i.t»th<  "*K.rKamf,M«  htitliiomohr  rli««.>ntfti>.>i»  ihx  Jn«^ 
n»«H< .  .in  inui  rhr  Kumnd. 

tAi-ou(r<H>I.It'4)tfarrdHtih!>UM»c'lpUhn,vjvh.>fivHiu*>«ritt>t<Bhii^ 
"TPtm  Af  iW»tSt  o( th^  V  ,11.. I  <tr>  Id  •tlwf  Mtinl^.  •,*•*>  oiukl  •ImU  »*vrn  \,4\^>^ 
t)tw  Mu  (»<|Mi1  MU<ilM;r.  witti>>tti  •i4;»u«n  it««  (Ht:  u»r4ia  thv  KMtom. 

CHirvwynt  ,  u>  ..-.t,.  ..  pil.- ,.!  iK,...-,  K«.  HrKvv  a(V<|W)tlC  i(  l««r  tnislmiii^, 
we  rMi  it  M  V  ">(*  .>.,  ;  V  tla>»  »v  ,ih.«,f ,.  S»t*k.  Andk  diOn'i  Ur^k. 
t Hcour**. «tl (tw*  diWMl't mMta .<  \^-U .•«« >1J  ntn t<m-kvr. 
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Excerpts 

^". . . .  Man's  distinguishing  feature  is 
his  restlessness  for  a  better  place. . . . 
We  believe  that  is  good. . . .  We  are 
in  business  out  of  self-interest  because 
we  believe  in  ourselves  ...  in  free  en- 
terprise and  because  we  want  to  prof- 
it. We  are  in  business  for  others  be- 
cause we  share  every  man's  desire  for 
a  pleasurable  life 

'Malcolm  S.  Forbes, 

Editor-in-Chief 


When  A&P 

wanted  to  register 

quidcer  sales  in 

flie  Southeast, 

guess  who  they 

called? 


%!nx!r;:^^''^:r'^!:^jMl;i;^J:^^:,;:.IT£ars>' 


A&P,  the  nation's  larg- 
est food  store  chain, 
wanted  to  reduce  their 
cash  float  time.  So  they 
called  C&S — the  largest 
bank  in  Georgia,  head- 
quartered in  Atlanta, 
the  transportation  and 
commercial  hub  of  the  Southeast. 

C&S,'Working  with  National  Data  Cor- 
poration ^nd  A&P,  designed  a  concentra 
tion  account  to  help  register  quicker  cash 
deposits. 

Now  daily  deposits  are  originated  by 


/  I 


> 


C&S  for  credit  im- 
mediately to  the 
A&P  account— giving 
notification  of  the  total 
funds  available  to  the 
A&P  that  same  day 
What  C&S  did  for 
'  the  A&P  we  can  do  for 
your  company:  help  you  structure  a  special 
program  tailored  to  your  cash  mobilization 
needs . .  .wherever,  whatever  they  are. 

But  talk  is  cheap.  Call  us  and  we'll  show 
what  we  can  do  for  you. 

Call  Kirk  Lynn  (404)  588-2253. 


CgS 


The  Citizens  and  Southern  Banks  In  Georgia 


Member  FDIC 


Only  one  communications  company 

can  Iceep  a  closer  eye 

on  your  service  than  you  do. 


It's  your  local  Bell  Company,  of 
course. 

We  operate  automatic  test 
equipment  that  constantly  monitors 
performance  over  our  entire  network. 
Many  troubles  are  spotted— 
and  solved— even  before  you  notice 
them. 

Many  other  communications 
problems  can  be  fixed  at  our  place. 
Without  a  repairman  setting  foot  in 
your  place. 

When  you  do  call  us  in,  our  people  often  arrive  with  test 
results  and  a  preliminary  diagnosis  of  the  trouble. 

This  homework  helps  us  get  things  back  in  business  for  you 
very  quickly  and  very  efficiently. 

With  such  quick,  often  out-of-sight  service.  Bell  System 
maintenance  is  one  of  the  best  bargains  in  your  telephone  bill. 
AT&T  and  your  local  Bell  Company. 


Forbes 


Cracks  in  the  Rock? 

Texaco  is  still  the  profit  leader  among  the  big  international 
oils,  but,  like  the  others,  it  is  taking  its  lumps  these  days. 


Texaco  was  always  the  Rock.  Come 
shooting  wars  or  price  wars,  expro- 
priation or  recession,  Texaco  stood 
like  Gibraltar,  impregnable.  Earn- 
ings kept  increasing  year  after  year, 
as  though  by  a  law  of  nature,  giving 
New  York's  $7.5-billion-sales  giant 
the  highest  profit  return  ( an  average 
of  more  than  15%  on  equity  over  the 
past  five  years)  of  any  major  oil  com- 
pany in  the  world. 

Look  closely  now.  Cracks  have  be- 
gun to  appear  in  the  Rock.  Not  serious 
cracks.  Texaco  did,  after  all,  cap  its 
record  last  year  with  a  gain  of  19%  in 
sales  and  10%  in  earnings  and  a  return 
on  equity  of  14%,  the  premier  perfor- 
mance of  all  the  Big  Five  oil  compa- 
nies (the  others  are  Gulf,  Mobil, 
Jersey  Standard  and  Standard  Oil  of 
California).  The  cracks  are  almost  im- 
perceptible. Nevertheless,  Maurice  F. 
(Butch)  Granville,  who  took  over  as 
chief  executive  officer  of  the  company 
on  Jan.  1,  makes  no  bones  about  it: 
He's  concerned.  He's  determined  to 
patch  up  those  cracks  in  a  huny,  lest 


they  widen  and  become  really  serious. 
Today's  Texaco  is  in  good  mea- 
sure the  creature  of  Augustus  C. 
Long,  now  67,  who  ran  it  from  1956 
through  1965.  Granville  is  Long's  sec- 
ond hand-picked  successor.  The  first, 
Howard  Rambin,  took  early  retirement 
in  1970  after  his  wife  died.  Long  came 
out  of  retirement  to  resume  running 
the  company,  then  handed  the  reins 
to  Granville.  Long  is  chairman  of  the 
executive  committee  and  his  presence 
is  still  felt,  but  Granville  runs  the  com- 
pany day  to  day. 

Up  Is  Down 

One  of  Granville's  problems  is  a 
paradox:  There  is  weakness  in 
strength.  Texaco's  greatest  strength 
has  always  been  in  marketing  gaso- 
line. Always  tops  in  the  U.S.,  the  com- 
pany last  year  managed  to  boost  its 
share  of  the  market  from  8.12%  to 
8.36%.  It  did  this  in  the  face  of  fierce 
competition  from  the  independents. 
Great?  In  a  way,  yes.  But  it  had  to 
pay  a  heavy  price.  And  the  whole  bill 


in  all  likelihood  has  not  come  in  yet. 

Capturing  new  markets  is  always 
costly,  and,  in  this  case,  it  was  es- 
pecially costly  because  the  indepen- 
dents fought  back  by  cutting  prices. 
The  result  was  a  sharp  decline  in  Tex- 
aco's operating  margin,  from  20.8% 
to  18.8%.  At  the  moment,  of  the  ma- 
jors, only  Mobil  has  a  lower  operating 
margin  than  Texaco  (and  that  is  be- 
cause Mobil  has  to  buy  much  more 
of  its  crude  from  others  than  do  any 
of  the  other  Big  Five ) . 

As  for  the  rest  of  the  bill:  Texaco's 
very  success  in  boosting  its  market 
share  has  aggravated  one  of  the  prob- 
lems facing  the  company:  where  to 
find  more  crude. 

Texaco  was  a  Johnny-come-lately 
in  Alaska's  North  Slope.  Jersey  Stan- 
dard, Ohio  Standard  and  Atlantic 
Richfield  already  had  big  positions 
when  Texaco  moved  in,  and  four  oth- 
er companies  had  minor  positions. 
The  result:  Texaco  will  have  none  of 
the  2-million-barrels-a-day  capacity 
of  the  pipeline  when   it  opens.   The 


Texaco's  oil  will  be  a  bonanza  for  poverty-stricken  Ecuador,  which  depends  on  bananas  for  half  its  exports. 
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early  birds  will  get  it  all.  Says  Gran- 
ville: "I  would  ha\'e  been  very  pleased 
to  bave  that  acreage,  but  once  you 
weren't  there  in  the  beginning,  you 
had  <|uile  a  diflerent  situation.'  And 
Texaco  didn't  risk  taking  the  plunge 
that  would  have  got  it  there  in  the 
beginning. 

Richard  B.  Palmer,  who  has  been 
placed  in  charge  of  worldwide  explo- 
ration, is  pushing  into  .several  other 
promising  areas,  but,  he  admits,  in 
two  of  the  most  promising,  North 
Canada  and  East  Canada,  in  both  of 
which  oil  has  been  found,  Texaco 
"isn't  well  represented. " 

Oil  from  the  Andes 

In  fact,  Texaco's  only  recent  crude 
find  in  the  Western  Hemisphere  has 
been  the  Ecuador  field,  a  joint  venture 
with  Gulf.  Texaco's  .share  is  125,000 
barrels  a  day.  Unfortunately  for  both 
Texaco  and  Gulf,  the  field  and  the 
pipeline  are  in  Ecuador,  and  Ecua- 
dor's new  junta,  under  sexere  financial 
pressures,  has  served  notice  that  it's 
reviewing  all  oil  contracts. 

Overseas,  Texaco  also  was  late  in 
the  search  for  crude.  It  was  late  ex- 
ploring the  North  Sea,  where  it  has 
yet  to  find  oil.  Laurie  Folmar,  .senior 
vice  president  for  the  Eastern  Hemi- 
sphere, says  that  is  because,  "It  wasn't 


until  after  the  completion  of  the  spin- 
off of  Caltex'  European  properties  in 
1968  that  we  were  free  to  move  as 
aggressively  as  we  wished."  (Texaco 
owns  50%  of  Caltex.) 

What  this  means  is  that,  increas- 
ingly, Texaco  will  have  to  rely  on 
the  Organization  of  Petroleum  Ex- 
porting Countries  for  its  crude.  It  has 
plenty  of  pinoven  reserves  there:  more 
than  30  billion  barrels.  The  trouble  is 
this:  There's  less  profit  in  Mideast  oil 
than  in  oil  produced  in  the  continen- 
tal U.S.  and  Alaska— 35  cents  a  barrel, 
as  compared  with  $1  to  $1.50  a  bar- 
rel. And  there  will  be  less  and  less 
profit,  because  OPEC  has  begun  to 
demand  participation  in  owner.ship 
(Forbes,  Mar.  15,  p.  28). 

When  the  North  Slope  pipeline  is 
built  and  goes  into  full  operation,  Jer- 
sey Standard,  Atlantic  Richfield  and 
BP/Sohio  each  will  be  getting  up- 
wards of  400,000  barrels  a  day  from 
it.  Texaco,  not  a  drop. 

Of  course,  all  the  majors  are  going 
to  have  to  buy  more  and  more  Mid- 
east oil,  but  in  the  U.S.,  Jersev  Stan- 
dard, Atlantic  Richfield  and  BP/So- 
hio won't  be  quite  as  dependent  on 
the  OPEC  nations  as  will  Texaco.  And 
this  will  put  Texaco  in  a  .somewhat 
less  competitive  position. 

Texaco  has  another  problem:    Eu- 


rope. Texaco  took  over  distribution  of 
its  products  in  Europe  after  the  spin- 
off of  Caltex'  European  operations, 
and,  since  then,  has  doubled  its  Eu- 
ropean refining  capacity.  However, 
Texaco  is  still  losing  money  on  its 
European  business.  Jersey  Standard 
and  Royal  Dutch/ Shell  have  too  strong 
a  grip  on  the  market.  "We're  not 
pleased  at  all  with  results  in  Europe," 
says  Granville.  "Product  revenues 
Jiave  been  low,  tixie,  but  there  is  cer- 
tainly a  long  way  we  can  go  to  im- 
prove efficiency  of  product  delivery 
and  upgrade  our  classes  of  trade." 

Finger  in  the  Dike 

All  Texaco's  problems  are  little  ones 
right  now,  although  they  could  be- 
come greater  if  they're  not  dealt  with. 
And  Texaco  still  has  its  great 
strength:  its  U.S.  marketing  .system. 
All  the  oil  experts  agree  that,  if  the 
OPEC  nations  take  over  the  oil  re- 
serves, as  they  seem  likely  to  eventual- 
ly, then  marketing  will  take  over  from 
ciude  as  the  source  of  the  oil  indus- 
try's profits.  Granville  has  no  market- 
ing problem  in  the  U.S.  He  does 
have  one  in  Europe  that  he  thinks  he 
can  solve.  And  meanwhile,  who 
knows,  somewhere  in  the  world,  Dick 
Palmer's  exploration  efforts  may  '•mc- 
ceed:  Texaco  mav  strike  oil.   ■ 


Off-Budget  Financing 

Congress  is  balking,  but  the  money  men  are  eager,  so  the 
U.S.  Navy  has  found  a  new  way  to  get  some  ships  it  wants. 


When  companies  do  it,  it's  called 
"off-balance-sheet  financing."  General- 
ly, an  intermediary  borrows  the  money 
while  the  company  gets  the  equip- 
ment or  the  real  estate  or  whatever  is 
involved.  Instead  of  interest  and  amor- 
tization, the  company  pays  a  rental. 
In  the  long  run,  off-balance-sheet  fi- 
nancing usually  costs  more  than  direct 
purchase,  but  it  saves  you  from  having 
to  carry  debt  on  your  balance  sheet. 

The  U.S.  Navy  has  just  come  up 
with  a  novel  switch,  which  might  be 
called  off-budget  financing.  The  Navy, 
like  the  rest  of  the  Defen.se  establish- 
ment, is  having  trouble  getting  money 
out  of  Congress  these  days.  Unlike  a 
private  company,  the  Navy  can't  bor- 
row money  on  its  own.  Hence  its 
off-budget  financing.  Under  it,  the 
Navy  will  get  some  ships  it  badly 
wants,  $146  million  worth  of  tankers. 
But  it  won't  have  to  ;isk  Congress  for 
money;  it  will  only  have  to  make 
about  $9.5  million  a  year  in  lease  pay- 
ments for  the  first  ten  years  and  $21.5 
million  for  the  next  ten. 

The  deal  involves  the  Navy's  Mili- 


tary Sealift  Command.  The  MSC  op- 
erates 113  government-owned  ves.sels 
and  charters  138  more,  whose  func- 
tions are  the  delivery  of  equipment 
and  supplies  in  support  of  U.S.  Armed 
Forces  worldwide.  But  nine  of  the  18 
government-owned  tankers  it  operates 
are  obsolete  T-2s  from  World  War  II. 
MSC  wanted  to  replace  them  and 
five  others  already  scrapped  with  nine 
25,000-tonners,  but  where  to  get  the 
money  when  Congress  was  even  being 
tough  about  actual  combat  .ships? 
Somebody  thought  up  the  "build  and 
charter"  approach  for  bidders. 

The  winner  was  the  partnership  of 
Citicorp  Leasing  (a  First  National 
City  subsidiary).  Marine  Transport 
Lines,  bic.  (a  subsidiary  of  GATX) 
and  Salomon  Brothers.  "We're  the 
packagers,"  Citicorp's  Thomas  F.  Mc- 
Williams,  vice-president  of  Citicoip 
Leasing,  explained  to  Forbes.  "We 
arranged  for  the  builders  [Todd  Ship- 
yards and  Bath  Iron  Works],  the  char- 
ter and  the  financing.  All  we  get  for 
that  is  a  fee  and  some  experience." 

Well,  not  quite  all.  Citicorp  is  also 


one  of  the  14  owners  (13  of  them 
commercial  banks),  while  Salomon 
Brothers  acted  as  agents  for  compa- 
nies that  placed  the  bonds. 

It  is  a  sweet  deal  all  around.  The 
Navy  has  its  ships  on  five-year  char- 
ters, renewable  at  its  option  for  up 
to  20  years. 

The  partners  put  up  only  25%  of 
the  ves.sels'  anticipated  $160  million 
capitalized  cost.  The  balance  came 
from  Salomon's  private  bond  place- 
ment. For  tax  purposes,  the  partners 
take  accelerated  depreciation  over  the 
ships'  14.5-year  tax  life  (there  is  no 
investment  tax  credit  for  ships  leased 
to  the  U.S.  Government). 

As  for  the  bondholders,  they  have 
a  .solid  7/8%  interest  rate  and  no  risk 
at  all:  In  effect  the  ships  are  insured 
by  the  U.S.  Goxernment;  if  the  char- 
ter is  not  renewed  after  any  five-year 
period,  the  U.S.  refunds  the  balance. 

Both  Wall  Street  and  the  Navy 
would  like  to  see  more  of  this  kind  of 
financing.  Congress  would  surely  balk 
at  private  ownership  of  combat  ships. 
But  that  still  leaves  some  262  non- 
combat  Navy  ships  as  potential  candi- 
dates for  such  deals.  Which  was,  un- 
doubtedly, what  Salomon  Brothers' 
general  partner  Laylon  F.  Smith  had 
in  mind  when  he  ob.served:  "We're 
hopeful  this  is  not  the  last  one."  ■ 
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Auto,  Aircraft  &  Industrial  Equip. 

71-72             Last  12  Mos 

.      P/E 

Book             Recent 

Discount 

Working 

Price  Range 

Earnings 

Ratio 

Company 

Value              Price 

from  Book 

Capitalf 

Debt* 

i9y4-ioi/2 

$0.56 

21 

Allis-Chalmers 

$31.24             113/4 

62.4% 

$212.8 

$148.1 

261/2-131/2 

1.03 

21 

Boeing 

40.92            211/8 

48.4 

694.8 

668.4 

143/8-  61/2 

dO.35 

— 

General  Refractories 

20.27              71/2 

63.0 

47.4 

29.2 

311/8-1778 

2.78 

7 

Harnischfeger 

45.05            20 

55.6 

49.8 

15.5 

153/8-  71/2 

0.93 

11 

Locl(heed  Aircraft 

22.03             lOi/a 

54.0 

651.6 

707.5 

311/2-181/4 

1.91 

10 

Mesta  Machine 

44.22             I8I/2 

58.2 

16.6 

1.8 

291/2-101/4 

0.42 

42 

USM 

37.64             175/8 

53.2 

139.5 

116.0 

Food  &  Dri 

nk 

241/2-121/4 

1.41 

11 

Holly  Sugar 

28.63             15 

47.6 

17.7 

27.3 

8%-  6 

d0.16 

— 

Libby,  McNeill  &  Libby 

12.38              6 

51.5 

89.7 

28.7 

9V4-  41/2 

dO.44 

— 

Publicker  Industries 

13.76              51/4 

61.9 

48.7 

0.0 

21     -9% 

0.15 

68 

Tobin  Packing 

25.33            101/4 

59.5 

10.7 

0.4 

Metals                                                                                                     1 

233/4-111/2 

d0.04 

— 

Anaconda 

37.51             18% 

49.7 

266.0 

417.2 

19%-liy2 

0.94 

14 

Cerro 

40.57             131/8 

67.7 

148.6 

97.8 

IIV4-  53/8 

dO.77 

— 

Continental  Copper  &  Steel 

11.79              5% 

50.2 

27.8 

25.3 

421/4-151/8 

dl.72 

— 

Copper  Range 

43.39            203/4 

52.2 

30.3 

37.7 

141/2-  41/4 

dO.49 

— 

Diversified  Industries 

9.10             41/4 

53.3 

21.7 

28.7 

273/8-  95/8 

0.36 

35 

Martin  Marietta  Aluminum 

21.57             125/8 

41.5 

36.6 

206.0 

313/8-10 

0.33 

33 

Molybdenum  Corp.  of  Amer. 

20.07             11 

45.2 

0.3 

47.3 

255/8-  93/4 

0.29 

39 

Revere  Copper  &  Brass 

27.94             111/4 

59.7 

72.9 

253.4 

331/4-133/4 

dO.42 

— 

Reynolds  Metals 

34.39             163/4 

51.3 

408.5 

1,051.6 

Retail                                                                                                  \ 

I61/2-  8 

dO.93 

— 

Bond  industries 

27.26              914 

66.5 

40.3 

5.6 

113/8-   7 

0.01 

— 

City  Stores 

25.41              71/8 

72.0 

54.2 

28.1 

121/2-  31/2 

dl.24 

— 

Federal's,  Inc. 

11.11              31/2 

68.5 

22.5 

12.2 

491/2-25 

dl.l4 

— 

First  National  Stores 

58.91            251/4 

57.1 

29.6 

16.3 

Steel                                                                                                   1 

273/8-19 

1.08 

18 

Cyclops 

71.82            19 

73.5 

77.7 

97.6 

16%-  51/2 

d3.19 

— 

General  Steel  Industries 

15.20              7 

54.0 

12.1 

19.1 

191/8-  91/2 

0.80 

21 

Jones  &  Laughlin  Steel 

41.48            17 

59.9 

186.6 

315.6 

20%-13i/4 

1.66 

12 

Keystone  Consolidated  Inds 

47.09             195/8 

58.3 

69.6 

73.7 

12    -  61/2 

dl.61 

— 

Latrobe  Steel 

19.61              83/4 

55.4 

12.1 

16.5 

123/8-    61/8 

dO.Ol 

— 

Lykes-Youngstown 

25.36            10% 

57.1 

234.7 

694.7 

251/4-103/4 

dl.38 

— 

McLouth  Steel 

40.79            211/2 

47.3 

30.9 

113.1 

315/8-173/4 

0.19 

— 

Republic  Steel 

62.94            23 

63.5 

213.0 

493.5 

35%-25 

2.35 

13 

U.  S.  Steel 

66.60            305/8 

54.0 

568.9 

1.729.2 

241/4-111/2 

0.03 

— 

Wheeling-Pittsburgh 

71.94            22 

69.4 

145.9 

163.1 

Textiles                                                                                                  1 

263/4-181/2 

2.36 

9 

Cone  Mills 

43.64            223/8 

48.7 

81.2 

30.2 

131/2-  63/4 

dO.28 

— 

Dan  River 

22.39              83/4 

60.9 

95.4 

79.7 

38    -22 

2.63 

9 

M.  Lowenstein  &  Sons 

42.65            221/2 

47.3 

126.5 

104.1 

11     -  5 

0.28 

18 

McGregor-Doniger 

10.45              51/8 

51.0 

16.2 

9.6 

203/8-123/4 

0.65 

20 

Opelika 

23.62             131/4 

43.9 

14.7 

10.8 

19y8>l33/8 

1.17 

14 

Springs  Mills 

28.99             16% 

41.8 

119.7 

53.4 

385/8-20 

0.86 

31 

J.  P  Stevens 

60.12            26% 

55.3 

3C2.5 

154.8 

32    -223/4 

2.75 

8 

United  Merchants  &  Mfrs 

43.06            223/4 

47.2 

321.4 

211.9 

Transportation                                                                                               \ 

441/4-29 

2.91 

11 

Illinois  Central 

64.03            321/8 

49.8 

102.1 

395.7 

451/2-313/4 

3.79 

12 

Kansas  City  Southern 

89.34            445/8 

50.1 

13.5 

131.8 

173/8-101/2 

1.20 

12 

Moore  &  McCormack 

35.86            141/4 

60.3 

10.7 

28.7 

361/4-241/8 

2.90 

10 

Santa  Fe  Industries 

51.56            30 

41.8 

81.1 

780.8 

Other  Compa 

nies 

23    -  9% 

dO.ll 

— 

Ancorp  National  Services 

20.29            101/4 

49.5 

9.6 

15.8 

49%-l^/8 

dl.l5 

— 

Boise  Cascade 

25.26            121/2 

50.5 

186.7 

981.2 

123/4-  75/8 

dO.Ol 

— 

General  Fireproofing 

15.03              83/8 

44.3 

23.1 

9.4 

171/2-  95/8 

0.15 

76 

Marquette  Cement 

27.48            113/, 

58.6 

26.1 

36.4 

14    -  81/8 

0.67 

14 

Penn-Dixie  Cement 

16.44              95/8 

41.5 

32.8 

92.9 

24%-13»/2 

1.48 

10 

Wesco  Financial 

26.41            141/2 

45.1 

NO 

0.0 

d— Deficit.       t— Equa 

Is  current  ossets  minus  current  liabilities.       '—Equals  long-term  ciebt. 

minority  interest  &  deferreci  taxes.      NC-Not 

comparable. 
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Colgate's  Irish  Springtime 

What  is  muscular  and  he-manly,  but  just  right  for  dainty  wom- 
en, too?  Colgate  says  its  new  soap  is— and  hopes  it  will  end 
the  company's  long  history  of  me-too-ism  in  the  U.S.  market. 


Deadened  as  the  public  may  be  by 
the  constant  din  of  advertising  claims 
for  new  products,  Colgate-Palmolive 
Co.  is  hoping  that  it  will  pay  more 
than  passing  attention  to  a  new  prod- 
uct the  company  is  currently  pushing 
onto  supermarket  shelves.  It's  a  soap. 
Another  soap?  Colgate  hopes  it  will 
be  more  than  just  another  soap.  It's 
called  Irish  Spring,  and  Colgate  is 
spending  a  cool  $12  million  for  adver- 
tising it  and  sampling  it  this  year. 

Irish  Spring  is  taking  dead  aim  at 
Armour's  Dial,  the  deodorant  soap 
that  pushed  Procter  &  Gamble  out  of 
first  place  in  the  $300-million  bar-soap 
market.  But  Irish  Spring  is  more  than 
the  latest  market  ploy.  It  is  a  deter- 
mined part  of  a  determined  effort  to 
end  Colgate's  long  "me-too"  relation- 
ship to  mighty  Procter  &  Gamble. 

Irish  Spring's  virtue,  its  uniqueness, 
depends  on  one  of  the  largest  quanti- 
ties of  perfume— pine  fragrance— yet 
put  in  a  soap.  Colgate  bills  Irish 
Spring  as  a  "manly  deodorant  soap," 
hinting  that  the  strong,  outdoor  smell 
proves  that  it  is  effective.  To  keep 
from  turning  women  off,  the  adver- 
tising features  Ireland  and  spring-time, 
which  symbolize  the  green  outdoors 
and  freshness. 

To  make  doubly  sure  that  Irish 
Spring  seems  unique,  Colgate  has 
come  up  with  an  unsoaplike  package: 
jet  black— not  the  usual  pastels— with 
kelly   green   lettering.   To   make   sure 


that  it  looks  different  inside,  too,  Col- 
gate marbles  the  white  soap  with  a 
light  green. 

A  P&G  marketing  man,  accustomed 
to  regarding  Colgate  as   a  perpetual 
also-ran  in  the  U.S.,  says:  "It  looks  as' 
though    they've    got   somebody   there 
now  who  knows  what  he's  doing." 

The  "somebody"  is  David  Foster, 
52,  a  smallish,  English-accented  mar- 
keting man  (his  family  lived  for  years 
in  Britain,  where  his  father  headed 
Colgate's  British  operation).  Dave  Fos- 
ter became  Colgate's  chief  executive 
in  1971  after  handling  top  jobs  for 
Colgate  in  Europe.  George  H.  Lesch, 
62,  Colgate's  longtime  financial  genius, 
remains  chairman. 

Lesch  hands  Foster  a  company 
with  some  problems  but  also  some 
fine  accomplishments.  Under  Lesch, 
who  took  over  in  1960,  Colgate  has 
almost  doubled  sales  to  $1.3  billion 
and  net  to  $45  million,  a  rate  of 
growth  virtually  matching  that  of  P&G 
and  outstripping  that  of  Unilever. 

There  have  been  some  market  suc- 
cesses as  well.  In  1967  P&G  began 
test-marketing  Biz,  a  powder  for  pre- 
soaking  clothes,  in  Syracuse,  N.Y.  The 
initial  test  went  well,  but  P&G  cau- 
tiously moved  Biz  on  to  Omaha,  Neb. 
for  further  testing.  The  next  day  Col- 
gate, which  had  been  monitoring  the 
Biz  tests,  roared  into  Omaha  with  Ax- 
ion,  its  own  presoak  powder,  bom- 
barded the  market   and  within   days 


went  national  with  Axion  in  a  cam- 
paign that  for  a  time  captured  75%  of 
the  market.  To  this  day  it  has  50%  of 
the  market. 

But  in  most  of  the  U.S.  market,  alas, 
these  gains  have  not  been  enough  to 
enable  Colgate  to  make  appreciable 
progress  against  its  big  competition, 
particularly  Procter  &  Gamble.  In 
sheer  size— a  crucial  factor  in  consum- 
er merchandising— P&G  has  about  two 
tipies  Colgate's  sales,  almost  exactly 
the  same  margin  as  ten  years  ago.  But 
meantime  the  dollar  gap  has  doubled, 
from  nearly  $1  billion  in  the  early  Six- 
ties to  nearly  $2  billion  today.  In  earn- 
ings, P&G's  lead  is  even  greater:  In  its 
last  fiscal  year  P&G  made  $238  mil- 
lion, or  more  than  five  times  Colgate's 
earnings,  returning  a  hand.some  19% 
on  its  stockholders'  equity,  vs.  Col- 
gate's 14%. 

Why  has  Colgate  been  unable  to 
narrow  the  gap?  Because  success  in 
marketing  such  consumer  items  as 
toothpaste  and  detergents  requires, 
above  all,  three  ingredients:  some  ac- 
ceptable products,  a  bagful  of  cash 
for  television  advertising  and  a  large 
sales  force.  In  1970,  according  to  Ad- 
vertising Age,  P&G  spent  $265  mil- 
lion on  advertising,  vs.  Colgate's  $121 
million,  and  the  gap  probably  hasn't 
narrowed.  For  every  Colgate  salesman 
physically  putting  its  products  on  su- 
permarket shelves,  P&G  can  field 
three.  And,  buttressed  by  some  of  the 
strongest  product  research  anywhere, 
P&G  has  far  outmatched  Colgate 
with  its  spread  of  winning  products. 

For  example,  P&G's  Tide,  the  first 
successful  synthetic  heavy-duty  de- 
tergent, has  dominated  the  market 
ever  since  it  was  introduced  just  after 


The  Miracle  Maker 

In  Hollywood,  turnarounds  come  in  all  shapes  and  sizes, 
right  off  the  shelf.  Take  20th  Century-Fox,  for  instance. 


"It  hasn't  been  very  pleasant  around 
here,"  says  Dennis  Stanfill  of  his  first 
ten  months  as  chairman  of  20th  Cen- 
tury-Fox. "We  not  only  had  to  turn 
the  company  around,  we  had  a  proxy 
fight  to  beat,  as  well." 

Stanfill,  45,  a  slick  professional  man- 
ager who  succeeded  70-year-old  Dar- 
lyl  Zanuck,  the  last  of  the  old-time 
Hollywood  moguls,  did  unquestionably 
win  the  proxy  fight;  and  he  did,  on 
paper,  turn  Fox  around.  Look  at  the 
figures.  In  1969  Fox  lost  $65.3  million 
before  taxes;  in  1970,  $81  million.  In 
1971,  miracle  of  miracles.  Fox  report- 
ed a  pretax  profit  of  $11.9  million, 
which  figures  out  to  a  $92.9-million 
turnaround.  This,  despite  the  fact  that 


Stanfill  was  chairman  at  Fox  for  only 
four  months  in  1971  and  that  Fox's 
revenues  in  1971  fell  by  12.5%,  from 
$202.2  million  to  $176.8  miHion. 

Anywhere  else  in  the  world,  such 
a  miracle  would  be  likely  to  create  a 
new  religion,  but  not  in  Hollywood. 
In  Hollywood,  turning  a  company 
around  is  merely  a  technical  problem 
—like  making  the  Red  Sea  part  on  film. 

Stanfill  did  all  the  standard  things. 
He  lopped  off  heads,  "a  significant 
number,"  in  much  the  same  way  that 
James  T.  (Jungle  Jim)  Aubrey  had 
lopped  them  off  in  turning  Metro- 
Goldwyn-Mayer  around.  He  moved 
Fox's  headquarters  from  New  York 
City    to    Los    Angeles     (as    Aubrey 


Exit    Darryl    Zanuck    (right), 
enter   Dennis   Stanfill   (left). 
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World  War  II.  It  currently  takes  23% 
of  the  $1 -billion  laundry  detergent 
market,  X)S.  10%  for  Colgate's  Fab  and 
Cold  Power  put  together.  After  its 
Crest  got  the  American  Dental  Asso- 
ciation's endorsement  in  1960,  P&G 
promptly  moved  into  the  top  spot  in 
toothpaste,  which  had  long  been  Col- 
gate's domestic  strong  point,  and  it 
was  years  before  Colgate  could  make 
a  successful  counterattack. 

Foster,  the  new  boss,  is  one  of  the 
few  Colgate  men  who  have  met  P&G 
head-on— and  won.  He  likes  to  tell  of 
his  encounter  in  England  with  P&G's 
Crest  toothpaste.  P&G  was  experi- 
menting with  mint-  and  wintergreen- 
flavored  Crest.  Foster,  who  knew  the 
English  taste,  retaliated  with  a  heavi- 
ly financed  campaign  for  mint-flavored 
Colgate.  P&G  finally  opted  for  Crest 
Wintergreen,  and,  says  Foster,  "They 
made  a  hell  of  a  mistake.  We  still  have 


42%  of  the  market  in  Great  Britain." 
In  much  of  Africa  and  the  Far  East, 
Colgate  has  become  the  generic  name 
for  toothpaste.  In  France,  Colgate's 
success  with  Paic,  a  light  detergent 
powder,  helps  it  make  $130  million  in 
annual  sales.  In  Germany,  Colgate  has 
lifted  sales  from  $11  million  in  1960 
to  over  $100  million  last  year,  mainly 
in  cosmetics  and  hair-care  products. 
It  is  such  successes  that  explain  why 
Colgate  last  year  got  58%  of  its  $1.3- 
billion  sales  and  close  to  70%  of  its 
earnings  from  abroad. 

President  Foster  is  acutely  aware  of 
Colgate's  inadequacies  at  home.  "We 
have  been  me-too-ing  entirely,"  he 
says.  "We  would  look  at  Procter  and 
Lever,  see  where  they  were  success- 
ful and  try  to  do  the  same."  In  the 
environmentalist  hassle  over  phos- 
phates and  enzymes,  Colgate  scurried 
frantically  about  looking  for  products 


that  would  fit  the  fast-changing  situa- 
tion. "Look  at  our  Punch  and  Burst 
detergents,"  says  Foster.  "There's  no 
reason  for  the  damned  things.  We 
launched  them  for  environmental  pur- 
poses. We  put  enzymes  in,  then  took 
them  out,  fell  behind  on  sales  and 
stubbed  our  toes."  One  result:  Col- 
gate's profits  from  detergents  last  year 
actually  shrank  by  $25  million. 

Foster  will  have  a  wide  arena  in 
which  to  try  out  his  talents.  Lesch  and 
he  have  moved  Colgate  into  the  $230- 
million  wet-shave  market  by  getting 
the  distribution  rights  for  Britain's 
Wilkinson  blades.  And  this  summer 
it  is  due  to  complete  its  on-ofF-on  ac- 
quisition of  $294-million-sales  Kendall 
Co.,  a  Boston-based  maker  of  health 
care  products. 

Kendall  opens  whole  new  vistas  for 
Colgate,  but  it  also  creates  a  problem. 
The  price  was  so  high— some  $440 
million,  mainly  stock,  or  40  times  Ken- 
dall's earnings— that  the  acquisition  is 
going  to  dilute  Colgate's  earnings  con- 
siderably. Foster  will  have  to  raise 
Kendall's  earnings  significantly  to 
counter  this  dilution. 

Thanks  to  ex-accountant  George 
Lesch,  Colgate's  chairman,  the  com- 
pany has  steadily  strengthened  its  fi- 
nancial underpinnings  for  the  last  dec- 
ade. In  that  time  it  has  lifted  its  cash 
from  $70  million  to  $158  million,  while 
at  the  same  time  halving  long-term 
debt  to  $22  million.  And  most  impor- 
tant, Lesch  was  able  to  hand  Foster  a 
special  $65-million  new-product  fund. 
"We  have  money  now,"  says  Foster. 

Now  the  ball  is  in  Dave  Foster's 
court.  Hence  the  importance  of  Irish 
Spring.  "It's  the  greatest  thing  we've 
done  in  15  years,"  he  says.   ■ 


moved  M-G-M's).  He  made  a  startling 
discovery,  that  a  hit  costing  $3  million 
to  produce  will  return  more  on  invest- 
ment than  one  that  cost  $30  million, 
and  that  you  can't  lose  as  much  on 
such  a  picture  as  you  can  on  Zanuck's 
last  disaster.  Total  Total  Total,  which 
needed  to  make  $50  million  to  break 
even  and  only  brought  in  $24  million. 
(Eveiyone'  in  Hollywood  periodically 
discovers  this  fact,  then  promptly  for- 
gets it. ) 

Stanfill  announced:  No  more  Total 
Total  Totasl  Instead,  spend  the  mon- 
ey on  a  dozen  "cheapies." 

Creafive  Accounting 

Obviously,  none  of  these  moves  cre- 
ated the  $92.9-million  turnaround. 
What  did  is  also  standard  operating 
procedure  in  Hollywood.  It's  SOP  for 
movie  companies  to  keep  pictures  and 
television  film  on  the  books  as  assets 
long  after  everyone  realizes  they  will 


never  return  anything  even  approach- 
ing what  they  cost,  and  to  write  off 
the  losses  only  when  the  deception  no 
longer  can  be  maintained.  That's  why 
Fox  under  Zanuck  went  from  a  pretax 
profit  of  $26.4  miUion  in  1968  to  a  loss 
of  $65.3  million  in  1969.  Once  the 
write-offs  are  made,  the  company  can 
start  from  scratch;  and  what  is  more, 
every  dime  that  comes  in  from  prod- 
ucts that  have  been  written  off  is  pure, 
unadulterated  profit. 

Fox  has  been  turned  around  so 
many  times  in  this  way  it's  dizzy.  Zan- 
uck pulled  the  same  trick  when  he 
took  over.  He  was  acclaimed  a  ge- 
nius. Hollywood  is  full  of  them. 

What  next? 

Like  everyone  in  Hollywood,  Stanfill 
has  great  hopes  that  CATV  will  again 
make  movies  the  nation's  chief  form 
of  entertainment  and  bring  back  the 
golden  days,  when  it  was  almost  im- 
possible for  a  movie  to  lose  money. 


He  also  plans  to  diversify  further  into 
the  record  business  and  music  pub- 
lishing. He  wants  to  put  more  em- , 
phasis  on  developing  Fox's  real  estate, 
or  what  is  left  of  it.  (A  previous  mov- 
ie mogul,  the  late  Spyros  Skouros,  sold 
a  major  part  of  Fox's  West  Los  Ange- 
les property  to  the  developers  of  the 
Century  City  complex  for  $43  million 
in  1961.)  Stanfill  sa/s  he  wants  to  "sig- 
nificantly reduce  the  company's  de- 
pendence on  movies  for  profits." 

Some  people  think  the  latter  phrase 
is  a  Stanfill  euphemism  for:  Now  that 
we've  stemmed  the  losses,  we're  try- 
ing to  sell  the  company.  With  Fox 
having  a  $15-million  future  income 
tax  benefit,  that  might  not  be  a  bad 
idea.  But  in  the  movie  business,  hope 
always  springs  eternal.  After  all,  wasn't 
Gulf  &  Western's  Paramount  subsidi- 
ary almost  on  the  ropes?  And  then 
along  came  Love  Stoty  and  The  God- 
fathet,  and  happy  days  again.   ■ 
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The  Passing  of  Mr.  Charlie 

They  don't  make  'em  /ike  Cannon  l\/lills  anymore.  A  company  run  for 
stability  rather  than  for  growth.  A  rock-solid  balance  sheet,  but  a  me- 
diocre return  on  capital  What  happens  now  that  the  founder  is  dead? 


"We  got  hundreds  of  letters  from 
stockholders  complaining  about  our 
spending  their  good  money  on  frills," 
says  Don  Holt,  chairman  of  Cannon 
Mills.  Frills?  Like  corporate  yachts? 
Hunting  lodges?  Executive  dining 
rooms?  Nothing  like  that.  The  cause 
for  complaint  was  a  pair  of  rather 
uninspired  industrial-t>-pe  black-and- 
white  photographs  that  appeared  in 
Cannon's  1971  annual  report. 

It  wasn't  the  amount.  It  was  the 
principle  of  the  thing.  Penn\-pinching 
had  aKva\s  been  a  prime  principle  at 
Kannapolis,  X.C.'s  Cannon  Mills  dur- 
ing the  50-year  reign  of  the  late 
Charles  (Mr.  Charlie)  Cannon.  Mr. 
Charlie's  annual  report  had  always 
c-onsisted  of  a  single  sheet  of  white 
paper  folded  in  the  middle.  And  here 
was  Mr.  Charlie  onK  one  year  in  the 
grave  and  his  successor,  Don  Holt, 
only  one  year  in  the  top  slot,  and  >'Ou 
had  this  sudden  display  of  corporate 
extravagance. 

Extravagance?  Not  likely.  Don  Holt, 
64,  was  Mr.  Charlie's  handpicked  suc- 
cessor, and  Mr.  Charlie  didn't  hand- 
pick  people  who  disagreed  with  him. 
(Holt  had  not  always  been  heir  ap- 
parent. Previously,  Charles  Cannon's 
son,  Wilham,  had  been.  But  in  1962 
William's  name  disappeared  from  the 
annual  report  as  vice  chairman.  "Mr. 
Cannon  got  mad  one  day  and  kicked 
William  out,"  says  an  old  friend.  "He 
was  as  tough  on  his  own  folks  as  with 
ever\one  else.") 

Successor  Holt  is  not  quite  as  au- 
thoritarian perhaps  as  Mr.  Charlie,  but 
he  is  ever\'  inch  Mr.  Charlie's  man. 
As  Holt  puts  it:  "The  difference  be- 
tween N^r.  Cannon  and  myself  is,  if  he 
wanted  to  cross  the  street,  he'd  cross 
it  when  and  where  he  saw  fit.  I'd  go 
down  to  the  stop  hght  and  wait  un- 
til it  turned  green.  It's  in  hoic  he  did 
things,  not  in  policy." 

So  don't  be  put  off  by  the  bright 
colors  and  bold  patterns  on  some  of 
Cannon's  products  these  days.  This 
remains  an  old-fashioned  company,  a 
throwback  to  the  days  of  company 
towns,  of  counting  paper  clips,  of  mas- 
tering one  business  and  sticking  to  it. 

No  diversification  here.  Cannon 
makes  virtually  just  two  product  lines, 
bedshcets  (including  pillow  cases) 
and  towels,  the  same  products  it  has 
specialized  in  for  85  years. 

Precious  little  growth.  Sales  last 
year  came  to  $323  million.  That  figure 


represents  a  lot  of  sheets,  pillow  cases 
and  towels,  but  it  shows  only  a  snail- 
like rate  of  increase;  over  the  past  five 
years  Cannon  sales  have  crept  ahead 
at  only  about  2?  a  year. 

Cannon's  balance  sheet  is  equally 
old-fashioned.  It  went  into  1972  with 
S60  miUion  in  cash  and  marketable 
securities— S29  a  share— and  nary  a 
penny  in  long-term  debt.  In  all.  Can- 
non has  close  to  S250  million  in  equity 
capital.  A  less  conservative  company 
could  easily  support  twice  as  much 
business  on  this  capital  base  as  Can- 
non does  (Burlington  supports  more 
than  S2  in  sales  for  eveiy  SI  in  equity 
to  Cannon's  81.20).  But  leverage,  like 
giowth  and  diversification,  is  not  a 
word  in  Cannon's  corporate  lexicon. 

More  Equal  than  Ofhers 

Corporate  democracy?  Not  at  Can- 
non Mills.  Mr.  Charlie,  it  is  true, 
was  the  first  southern  mill  owner  to 
take  his  company  to  the  Big  Board. 
But  that  was  in  1927.  In  1962  Cannon 
was  kicked  off  the  Big  Board,  the  first 
stock  to  be  p>enalized  for  refusing  to 
give  voting  rights  to  all  of  its  stock- 
holders. In  1947  the  company  had  de- 
clared a  stock  dividend,  of  nonvoting 
stock,  and  the  Exchange  would  not 
allow  a  company  that  did  not  solicit 
proxies  from  all  its  shareholders  to 
remain  listed.  \'oting  rights  would 
have  meant  Mr.  Charlie  would  have 
had  to  solicit  proxies,  and  this  would 
have  meant  telling  outside  stockhold- 
ers a  good  many  things  Mr.  Charlie 
didn't  think  was  any  of  their  business 
—executive  salaries,  for  example.  The 
only  stockholders  who  realK-  counted 
were  the  Cannon  family  and  in-laws 
who  own  some  27?  of  the  total  stock 
and  40?  of  the  voting  stock. 

The  other  stockholders,  the  5,000 
or  so  people  who  owned  a  majority  of 
the  stock,  were  treated  more  like 
bondholders  than  like  owners  of  the 
business.  They  got  steady  dividends— 
$4  a  share  and  occasional  extras  in 
every  year  since  1965.  The  earnings 
behind  the  dividends  ranged  from  a 
five-year  high  of  $10.74  a  share 
(1966)  to  a  low  of  $7.25  (1967)  and 
were  at  $9.06  last  year. 

Considering  that  Cannon  stock  has 
a  book  value  of  $120  a  .share,  these 
earnings  and  dividends  weren't  all 
that  impressive,  but  they  were  re- 
markably stable,  especially  for  a  tex- 
tile company.  Capital  gains  on  Can- 


Charles  Cannon,  overseeing 
Don  Holf  from  a  painting,  built 
a  firm  whose  products  reoch 
nine-tentf)s  of  U.S.  househo/ds. 


non  stock?  Very  little.  For  a  decade 
now  the  stock  has  fluctuated  in  a 
fairly  narrow  range,  rarely  dropping 
below  75,  and  never  .selling  much 
above  125.  Recent  price:  around  1 10. 

An  outside  board  of  directors?  Nary 
an  outsider  sits  on  Cannons  board. 
"And  what's  wrong  with  that?"  asks  Don 
Holt.  "I  think  it's  good.  If  you  want  ad- 
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Cannon's  production  has  changed  from  70%   white  sheets  in   1961   to   15%   white  today.  The  rest  are  fashion  prints. 


vice,  you  have  all  the  banks  in  the 
United  States  to  go  ask.  So  why  do 
you  have  to  put  them  on  the  board?" 

Alas  for  those  who  contend  that 
only  modern  management  methods 
can  succeed  today,  where  Cannon  is 
strong  it  is  very  strong.  It  does  a  full 
50%  of  the  nation's  towel  business  and 
20%  of  its  sheet  business.  "They're  the 
professionals  in  the  white  goods  busi- 
ness," says  domestics  merchandising 
consultant  Seymour  Seidman.  "If  you 
added  up  all  the  other  mills  in  the 
country,  you  wouldn't  get  a  Cannon." 

A  good  deal  of  this  profitability  and 
stability  traces  to  a  degree  of  control 
that  competitors  simply  lack.  Cannon's 
production  is  vertically  integrated,  all 
the  way  from  raw  cotton  to  the  final 
bedsheet.  Almost  all  of  its  plants  are 
located  within  a  25-mile  radius  of 
each  other,  which  makes  for  tight 
supervision.  Perhaps  most  important. 
Cannon  has  stuck  single-mindedly  to. 
sheets  and  towels,  creating  a  great 
brand  reputation  and  customer  loyalty. 

As  for  courting  the  customer.  Can- 
non over  the  years  has  shown  a  re- 
markable grasp  of  American  tastes  in 
the  bedroom  and  in  the  bathroom. 
For  decades  Mr.  Charlie  resisted 
efforts  to  make  sheets  more  colorful. 
They  were,  he  felt,  underwear  for  the 
bed,  and  anything  other  than  white 
bordered  on  being  lewd.  From  time 
to  time  the  company  did  test  patterns, 
mostly  flowers.  The  only  one  Mr. 
Charlie  approved  was  the  one  that 
caught  on  around  1953,  a  tightly 
furled  rosebud  pattern.  "It  took  an- 
other 13  years  to  get  that  rosebud 
opened,"  says  Marketing  Vice  Presi- 
dent Joe  Ridenhauer. 

Ridenhauer  explains  the  marketing 
psychology  behind  the  rosebud.  "The 
woman  transferring  from  the  white  of 
the  wedding  gown  was  unwilling  to 
go  with  the  boldness  of  a  wide-opened 
poppy,    but    a    tight    little    rosebud 


wasn't  that  far  away.  We  tried 
peonies,  daisies,  tulips,  birds— birds 
have  never  sold  well  for  some  reason- 
even  Chinese  symbols  for  good  luck 
and  happy  life.  But  until  1967  there 
wasn't  a  real  printed  volume-produc- 
ing sheet  that  wasn't  a  rose." 

Since  the  late  Sixties  there  has  been 
a  revolution  in  the  bedroom  in  more 
ways  than  one,  and  boldly  patterned, 
loudly  colored  sheets  have  started  to 
catch  on.  Mr.  Charlie,  his  personal 
taste  notwithstanding,  went  with  the 
trend,  in  towels  as  well  as  in  sheets; 
consider  such  recent  products  as  a 
Cannon  sheet-and-towel  set  with  a 
virtually  life-size  swan  boldly  printed 
across  them. 

Forget  Pucci* 

But  if  Mr.  Charlie's  rosebuds  are 
giving  way  to  splashes  of  color,  his 
quintessential  frugality  is  not.  There 
are  no  Pucci  or  St.  Laurent  lines  put 
out  by  Cannon.  "The  other  mills  are 
paying  a  $50,000  retainer  to  a  de- 
signer just  to  use  his  name  and  then 
paying  him  a  royalty  on  everything 
they  sell,"  says  Hubert  Toumey,  presi- 
dent of  Cannon's  merchandising  sub- 
sidiary. "We  have  the  Cannon  name. 
We  don't  need  designers'  names." 

Cannon  makes  three  lines.  The  vast 
majority  of  its  output  goes  to  chain 
and  mail-order  mass  merchandisers 
like  Zayre's,  Penney  and  Grant,  which 
hold  40%  of  the  retail  market  for 
sheets  and  towels.  There  are  two 
branded  lines,  the  department  store 
line  and  the  discounter  line.  The  latter 
mimics  but  doesn't  quite  duplicate  the 
more  expensive  line  in  color  and  styl- 
ing. All  the  other  mills  use  their  own 
names  for  the  expensive  lines,  but 
something  else  for  their  second  brand 
—Springs  calls  its  cheaper  line  Pequot, 
Fieldcrest  calls  its  line  St.  Marys.  But 
a  Cannon  is  always  a  Cannon;  a  con- 
sumer faced  with  the  decision  is  like- 


ly to  pick  the  lower-priced  Cannon 
towel  over  an  unknown  name. 

In  a  very  real  sense,  Mr.  Charlie 
Cannon  was  worth  more  dead  than 
alive.  He  was  no  sooner  in  his  grave  in 
the  spring  of  1971  (stricken  with  a 
serious  stroke,  he  insisted  on  leaving 
by  car  not  by  ambulance;  he  was 
dead  the  next  day)  than  Cannon  stock 
soared.  Shortly  afterwards,  the  com- 
pany began  to  get  calls  from  Wall 
Street  analysts,  most  of  whom  had  giv- 
en up  on  Cannon  years  ago.  "When  Mr. 
Cannon  died,  we  had  financial  analysts 
coming  out  of  the  woodwork,"  says  a 
Cannon  executive. 

It's  not  hard  to  see  why  Wall  Street 
tacked  millions  onto  Cannon's  mar- 
ket value  once  Mr.  Charlie  was  gone. 
The  Street  is  no  more  sentimental  than 
Charles  Cannon  was,  and  it  knew 
that  his  death  opened  the  possibility 
of  Cannon's  working  its  capital  harder. 

With  Cannon's  brand-name  clout, 
The  Street  felt,  the  expansion  poten- 
tial for  the  company  was  enormous. 
There  is  all  that  cash,  that  debt-free 
balance  sheet.  The  $30  million  a  year 
in  cash  flow.  And  Cannon  would  make 
an  ideal  acquisition  base.  The  Cannon 
name  could  be  spread  to  other  premi- 
um products. 

Is  Wall  Street  barking  up  the  wrong 
tree?  Perhaps.  Says  Don  Holt,  "Why 
should  I  diversify  out  of  something 
that  all  my  competition  is  diversifying 
into?  I  don't  have  any  desire  to  be  the 
biggest.  I  want  to  be  the  best.  I  want 
to  make  good  products  and  make  a 
good  profit.  If  I  had  to  drop  my  sales  to 
keep  my  profits  up,  it  wouldn't  bother 
me  one  bit.  Don't  ever  think  that  I 
want  to  be  a  billion-dollar  corpora- 
tion just  to  be  big."  Indeed,  what  has 
all  that  growth  really  done  for  U.S. 
textile  producers? 

As  for  Wall  Street,  "The  first  thing 
the  analysts  ask  when  they  come 
down  here  is,  'Are  you  going  to  call 
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your  stock  voting?'  and  I  say  no,  and 
then  they  ask,  'Are  you  going  back  on 
the  Stock  Exchange?'  and  I  say  I  just 
answered  that,  didn't  I?"  "Does  that 
mean  you  will  never  apply  for  re- 
listing on  the  New  York  Stock  Ex- 
change?" a  Forbes  reporter  asked. 
"Well,  you  don't  undo  in  a  year  what 
has  been  done  for  75  years,"  Don  Holt 
mused.  "And  maybe  things  will 
change  someday,  but  I  don't  think 
being  listed  on  the  New  York  Stock 
Exchange  is  much  advantage." 

Ralph  Nader,  Too 

But  the  world  is  changing,  and 
some  of  the  change  may  be  harder 
for  Cannon  to  accept  than  that  from 
white  sheets  to  psychedelic  ones.  The 
days  are  probably  numbered  when 
Cannon  can  remain  both  anachronistic 
and  profitable.  Last  year  a  group  of 
Nader's  Raiders  paid  an  unauthorized 
and  (for  Cannon)  unwelcome  visit  to 
Kannapolis.  Behind  the  white-col- 
umned buildings  that  Mr.  Charlie  cop- 
ied from   Williamsburg,   the   Raiders 


found  some  disturbing  things.  They 
made  a  film  that  was  shown  on  nation- 
al television.  The  town  may  never  be 
the  same.  Holt  is  very  touchy  about 
the  incident. 

Nader's  people  found  one  workman 
who  claimed  he  was  getting  a  fat 
$2.07  an  hour  after  47  years  of  faith- 
ful service.  They  found  that  company- 
owned  homes  had  as  many  as  ten 
rooms  in  the  white  part  of  town,  four 
rooms  in  the  black  part.  An  inter- 
viewer asked  a  resident  if  it  didn't 
seem  strange  to  live  in  a  community 
without  elected  local  officials  and  al- 
most entirely  owned  by  The  Big  Man 
on  the  Hill.  "Heck,"  the  employee  said, 
"I  never  thought  about  it. " 

Chances  are  he's  thinking  about  it 
now.  You  can  give  Cannon  Mills  full 
credit  for  its  low-cost  housing,  its  rec- 
ord as  a  steady  job-provider  in  an  un- 
stable industry.  The  fact  remains,  pa- 
ternalism, however  benevolent,  is 
simply  out  of  style.  Not  only  are  Nad- 
er's Raiders  asking  questions.  So  is 
the  U.S.  Office  of  Equal  Opportunity, 


which  wants  to  know  about  housing 
discrimination  in  Kannapolis.  If  Can- 
non loses  control  of  the  town,  it  may 
well  lose  control  over  its  tightly  dis- 
ciplined labor  force. 

Then  there  is  Wall  Street.  A  south- 
ern textile  man,  a  friend  of  the  late 
Charles  Cannon,  laments:  "The  trou- 
ble is,  the  investment  community 
thinks  that  if  you  don't  double  your 
profits  every  year,  you're  not  doing  a 
good  job.  We  in  textiles  have  learned 
'that  if  you  just  do  as  well  as  you  did 
the  year  before,  that's  damn  good." 

That  answer  is  unlikely  to  satisfy 
Wall  Street,  just  as  the  benevolence 
is  unlikely  to  satisfy  the  refonners. 
There's  the  Cannon  name  and  all  that 
cash  and  borrowing  power,  $220  mil- 
lion in  underutilized  capital.  And  all 
those  disenfranchised  stockholders. 
With  voting  control  fimily  vested  in 
the  Cannon  family,  the  old  ways  look 
secure  for  a  while.  Mr.  Charlie  Can- 
non did  an  amazing  job  of  holding 
back  the  clock;  but  it's  getting  clo.se 
to  midnight  now.  ■ 


From  Containers  to  Contained 

How  do  you  make  money  in  a  commodity  business?  One 
way,  France's  BSN  lias  decided,  is  to  buy  the  mar/(et. 


You  have  a  problem.  Glass  is  glass. 
Nobody  can  tell  your  glass  from  your 
competitors'.  Glass?  It's  a  commodity. 
And,  as  everybody  who  manufactures 
a  commodity  knows,  there's  so  much 
competition,  so  much  price-cutting, 
that  your  profits  are  marginal. 

So  what  do  you  do  about  it?  Well, 
maybe  Antoine  Riboud's  answer  isn't 
the  answer  for  anyone  else  who  man- 
ufactures a  commodity,  but  it  has  been 
the  answer  for  BSN  (Boussois-Sou- 
chon  Neuvesel),  the  French  glass 
company  that  Riboud  runs.  In  the  past 
four  years  BSN  has  quadrupled  in 
size,  jumping  from  $200  milfion  in 
sales  to  $800  million.  Its  net  profits, 
while  still  not  outstanding  at  $22 
million,  have  been  growing  at  a  steady 
10%  a  year.  On  the  Paris  Bourse 
(the  stock  exchange),  investors  have 
been  rewarding  it  with  a  17.7  price/ 
earnings  multiple,  which  is  well  ahead 
of  BSN's  giant  rival,  St.  Gobain's  13.1. 

Ah,  out.  You  want  to  know  how 
Riboud  accomplished  this?  Simple.  He 
went  out  and  bought  his  market.  It's 
a  captive  market  now. 

"If  you  want  to  make  money,"  Ri- 
boud decided,  "you  have  to  go  from 
the  container  to  what  you  put  into  it. 
With  a  captive  market  for  the  glass, 
you  make  money  on  the  contents." 

Among  other  things,  Riboud  bought 


Evian,  the  internationally  known  min- 
eral waters  company,  which  has  30% 
of  the  mineral  water  market.  He 
bought  Kronenbourg  and  the  Societe 
Europeenne  de  Brasseries,  which  to- 
gether have  45%  of  the  beer  market. 
Under  the  Evian  umbrella  he  went  on 
to  create  national  brand-name  baby 
foods  (Jacquemaire  and  Fali),  which 
have  60%  of  the  baby  food  market. 

In  the  process,  he  transformed  BSN. 
Until  he  moved  into  food  and  drink, 
the  company  depended  on  fiat  glass 
for  nearly  two-thirds  of  its  revenues. 
Today,  despite  expansion  abroad,  in- 
cluding takeovers  in  Germany  and  Bel- 
gium, which  have  made  BSN  Europe's 
leading  flat  glass  manufacturer,  flat 
glass  contributes  only  40%  of  sales, 
while  60%  comes  from  containers  and 
the  products  they  contain. 

A  Forced  Choice 

Originally,  Riboud  didn't  plan  it 
that  way.  His  first  idea  was  to  acquire 
St.  Gobain,  which  is  not  only  bigger 
(sales:  $1.9  billion)  but  more  dis- 
tingui.shed  than  BSN.  It  has  a  lineage 
going  back  to  Louis  XIV.  Understand- 
ably, the  major  stockholders  in  the 
company  were  French  aristocrats, 
who  considered  Riboud  an  upstart. 
They  rallied  to  beat  off  his  attempt  to 
acquire  it.  Says  Riboud:  "St.  Gobain 


spent  so  much  to  stop  me,  I  was  the 
most  expensive  Rembrandt  in  France." 

He  was  stopped.  And  that's  why  he 
chose  the  path  of  buying  his  market 
instead  of  his  principal  competitor. 

What  next?  Probably  more  growth, 
more  profits  for  Riboud.  He  picked 
his  companies  shrewdly.  Baby  food 
is  just  becoming  popular  in  France. 
Consumption  is  growing  by  about  25% 
a  year.  Mineral  water  also  is  a  growth 
market,  increasing  by  15%  to  20%  a 
year.  Beer?  In  Kronenbourg,  Riboud 
has  a  premium  beer,  which  has  far 
outpaced  the  market  at  13%. 

Problems?  Yes,  there  are  some. 
Competition  from  Nestle,  a  smart,  ag- 
gressive food  company  that  has  start- 
ed going  after  the  French  food  mar- 
ket. Competition  from  Generale  Ali- 
mentaire,  which  recently  came  under 
the  control  of  the  Rothschild-backed 
Anglo-French  tycoon,  jimmy  (»old- 
smith.  And  competition  from  the  com- 
pany Riboud  failed  to  acquire,  now 
known  as  St.  Gobain-Pont-a-Mousson. 
whose  new,  no-nonsense  manage- 
ment has  adopted  Riboud's  policy  of 
buying  up  markets  for  its  products. 

The  fact  is  this:  Riboud  did  it 
first.  Maybe  his  strategy  won't  work 
for  other  commodity  producers,  but 
it  could  be  something  lor  them  to 
consider.  ■ 
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A  great  hotel 

should  offer  more 
than  just  a 

good  nighf s  sleep. 
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NATIONAL^ 
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mr 
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Hiltoi>'offers  you  everything  you  expect  a  great  hotel  to  offer. 

But  Hilton  also  offers  you  something  you  can't  get  at  any 
other  hotel.  They  offer  you  us. 

We're  National  Car  Rental.  The  company  with  more  new 
CM  cars  than  anyone  else  in  the  business. 

A  handy  place  to  rent  one  of  our  new  cars  (a  '72  Chevy,  for 
instance)  is  where  you  see  a  Hilton  Livery  sign. 


When  you  rent  a  car  there  you  get  the  same  thank  you  that 
you  always  get  from  National.  You  get  S&H  Green  Stamps! 

That's  another  thing  no  one 
else  offers. 

To  reserve  a  car  in  the  U.S.      ^^^^^  ..  _. 
and  elsewhere  in  the  world  call  ^^^^Wl  tk3M  I 
800-328-4567  toll  freet 


Take  advantage  of  us. 


National  Car  Rental  System  (in  Canada  ilsTilden  Rent-A-Car).*On  all  United  States  rentals  tin  Minnesota  call  612-944-1234  collect.  ©  National  Car  Rental  System,  Inc.  1972 


The  poolside 
superintendent's 

guide  to  building 
a  swimming  pool. 


Today,  the  swimming'  hole  of 
Huckleberry  Finn's  time  is  more 
likely  to  be  a  shapely  pool  right 
next  to  the  house. 
Almost  every  homeowner  wants 
his  own  swimming  pool.  And, 
thanks  to  modern  technology, 
more  and  more  people  can  afford 
one.  For  those  who  are  still  some- 
where between  the  daydream  and 
construction  stages,  here  are  a 
few  thoughts  to  consider  before 
the  bulldozer  takes  over. 

IAsk  the  man  who  built  one. 
Talk  to  a  few  neighbors  who 
have  already  built  a  pool .  And 
ask  them  questions.  How  much  is 
maintenance?  Is  the  site  the  best? 
Is  a  heater  necessary?  How  about 
the  pool's  size  and  shape?  What 
changes  would  they  make  if  they 
were  starting  over?  Wliy? 

2  Pick  a  contractor  as  you 
would  a  physician  or  a 
lawyer.    Ask   your    pool- 
owning  neighbors  for  their  recom- 
mendations. Make  sure  any  con- 
tractor you  consider  has  pool- 
building  experience.  Be  certain  to 
check  the  prospective  contractor's 


bank  references.  By  all  means, 
visit  some  of  his  satisfied  cus- 
tomers. And  visit  his  place  of 
business.  Make  a  call  to  your  pri- 
vate or  governmental  consumer 
protection  groups. 

3  Who  pays  whom  for  what? 
A  good  contractor  will  pro- 
vide a  written  contract 
which  commits  him  to  do  the  job 
for  a  specified  cost.  The  contract 
should  spell  out  in  clear  detail  all 
the  work  to  be  done,  materials  to 
be  used,  and  equipment  to  be  fur- 
nished by  him.  It  also  commits 
him  to  obtain  and  pay  for  all  per- 
mits, and  to  do  the  work  in  con- 
formance with  building  codes. 
The  contract  should   guarantee 
against  all  defects  in  materials, 
structure  and  equipment.  Further, 
it  should  include  a  performance 
completion  bond  guaranteeing 
complete  payment  to  all  subcon- 
tractors and  suppliers  (otherwise, 
you  could  be  held  liable  for  such 
payments).   If  anything  goes 
wrong,  the  contract  is  your  only 
protection,  so  have  your  lawyer 
check  it  carefully. 
As  far  as  actual  costs  are  con- 
cerned, if  you  live  above  the  frost 


line,   contractors  generally   esti- 
mate $12  to  $16  per  square  foot  of 
surface  water  area,  depending  on 
auxiliary  equipment.  If  you  live 
in  Florida  or  California,  of  course, 
your  cost  would  be  much  less. 

4  How  much  do  you   know 
about  the  types  of  pools? 
A  swimming  pool  is  a  very 
l^ermanent  thing.  Or  should  be. 
How  it  is  built  determines  how 
long  it  will  last— and  how  well. 
You  can  build  a  swimming  pool  of 
plastic,  reinforced  glass  fiber  or 
metal— but  most  homeowners 
vote  for  concrete.  Only  concrete 
has  the  unicjue  combination  of 
strength,    flexibility,    durabil- 
ity and  economy. 

Techni(iues  for  building  concrete 
pools  vary  according  to  design 
and  site  factors.  The  most  i)oi)U- 
lar  pool-building  tcchniciue,  how- 
ever, is  the  cast-in-place  method. 
Here,  as  in  constructing  a  concrete 
basement,  forms  for  molding  the 
concrete  to  the  desired  shape  are 
l)ositioned  around  the  excavation. 
Reinforcing  bars  are  placed   be- 
tween inner  and  outer  forms,  and 
the  concrete  poured  in,  resulting 
in  a  reinforced  concrete  wall. 
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5  Keep  your  dream  from  be- 
coming a  nightmare.  Now 
that  you've  done  a  bit  of 
homework,  sit  down  with  your  con- 
tractor and  plan  your  pool.  The 
temptation  here  is  to  skimp  on 
materials  in  favor  of  a  bigger  or 
fancier  pool.  Don't  do  it.  What 
you  want  is  the  best  pool  your 
budget  can  buy,  not  the  biggest. 
And  better  to  build  a  first-rate 
pool  than  to  strain  your  dollar  to 
include  a  mediocre  deck  and  patio. 
Do  them  later  when  you  can  af- 
ford to  do  them  right. 


6  Be  a  poolside  superintend- 
ent. Here  are  a  few  pointers 
to  make  your  superintend- 
ing more  informed  as  well  as  en- 
joyable. 

To  prevent  shrinkage  cracks  later 
on,  make  sure  expansion  and  con- 
traction joints  have  been  pro- 
vided for.  The  finished  concrete 
"should  be  cured  by  keeping  it  con- 
tinuously moist  for  at  least  a  week 
—if  concrete  loses  its  moisture 
too  quickly,  it  fails  to  develop  its 
proper  strength.  After  the  forms 
have  been  removed,  check  to  be 
certain  all  surfaces  are  reasonably 


T-SHAPED  POOL. 


RECTANGULAR 
SPOON-SHAPED-BOTTOM  POOL, 


smooth.  The  floor  of  the  pool 
should  be  finished  true  to  grade 
and,  where  the  water  is  less  than 
5  feet  deep,  the  floor  should  have 
a  nonslip  surface. 
And  don't  forget  to  fill  the  pool  be- 
fore you  take  your  first  dive. 

4:  4:  4:  ^  4:  4:  4! 

Flintkote,  which  began  as  a  roof- 
ing company,  now  makes  an  enor- 
mous range  of  products  for  almost 
any  conceivable  building  or  con- 
struction project.  To  mention  only 
a  few: 

Highways  •  Shopping  centers  • 
Airports  •  Office  buildings  • 
Homes  •  Apartment  buildings  • 
Factories  •  Bridges  •  Dams 

In  addition,  Flint' :ote  is  a  leading 
supplier  of  contract  construction 
services  on  such  projects  as  high- 
ways, water  treatment  plants, 
waste  disposal  systems  and  ma- 
rine construction. 

The  Flintkote  Company 
400  Westchester  Avenue 
Wliite  Plains,  New  York  10604 


Nobody's  got  more  products  to  build  with.     FUNTKOTg 
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Forget  About  Magic  Mergers 

Like  a  good  marriage,  a  good  merger  takes  time  to  de- 
velop.  North  American  Rockwell  is  a   case  in  point 


For  a  storybook  coiporate  marriage, 
it  would  be  hard  to  beat  the  late  1967 
merger  of  Rockwell-Standard  and 
North  American  A\iation  to  form 
North  American  Rockwell.  They 
seemed  made  for  each  other.  Rock- 
well, a  production-minded  auto  parts 
maker,  would  benefit  from  North 
American's  advanced  technology. 
North  American  would  gain  from 
Rockwell's  profitability',  resources  and 
commercial  touch. 

Perhaps,  but  the  marriage  to  date 
has  been  no  honeymoon.  It's  an  old 
stoiy:  A  strategy  can  be  sound,  but  it 
still  takes  a  lot  of  day-to-day  sweat  to 
make  it  work.  No  one  appreciates  this 
more  than  President  Robert  Ander- 
son, North  American  Rockwell's  chief 
operating  officer,  who  joined  NAR  in 
1968  after  22  years  at  Chrysler.  Chair- 
man \\'illard  (Al)  Rockwell  Jr.,  the 
company's  chief  executive,  hired  An- 
derson to  reshape  the  merger  after  it 
showed  signs  of  falling  to  pieces. 

North  American  had  already  be- 
gun its  long,  sickening  slide— the  space 
division,  for  example,  declined  from  a 
peak  emplo\ment  of  37,000  to  a  re- 
cent figure  of  just  o\er  6,000.  "They 
had  no  major  airplane  contracts,  and 
no  military  ones  either,"  says  Ander- 
son. "But  they  had  a  big  team,  and 
they  were  not  laying  anybody  off,  just 
fighting  for  new  contracts,  spending 
money  like  it  was  going  out  of  style." 

Fortunately  for  NAR,  President  An- 
derson adds,  "the  commercial  side 
wasn't  doing  too  badly— the  economy 
was  in  pretty  good  shape  in  1968.  So 
we  decided  we'd  better  try  to  pull  the 
company  together  and  really  take  it 
over.  That's  when  I  was  made  execu- 
tive vice  president  and  Al  [Rockwell] 
became  more  directly  involved."  His 
first  task  was  an  unpleasant  one:  mass 
firings,  especially  at  North  American. 
"We  were  getting  the  place  reorgan- 
ized," says  Anderson,  "getting  some 
new  contracts  and  getting  rid  of  extra 
people.  But  then  the  recession  started 
to  hit  auto  parts  and  other  things." 

Not  So  Easy 

Wasn't  this  the  time  to  tap  that  her- 
alded treasure  trove  of  aerospace 
technology  for  commercial  exploita- 
tion? "That  has  turned  out  to  be  more 
complicated  than  we  figured,"  replies 
Anderson.  "The  aerospace  people 
weren't  used  to  commercial  problems. 
We  kept  beating  them  on  the  head 
to  diversify,  but  every'  time  they'd  try 
it  they'd  spend  a  lot  of  money  on 
something  that,  when  all  is  said  and 


done,  there  was  no  market  for,  or  they 
overdesigned  for  the  market.  I  can't 
think  of  any  outstanding  example 
where  an  aerospace  company  was 
able  to  convert  its  product  into  a  real, 
viable  commercial  product. 

"The  best  thing  we'\  e  seen  is  with 
our  MOS  LSI  [metal-oxide-silicon 
large-scale-integrated]  chips,  which 
three  years  ago  we  started  supplying 
Sharp  [a  Japanese  electronics  compa- 
ny] for  their  electronic  calculator. 
We've  increased  production  in  Cali- 
fornia and  started  a  new  operation 
across  the  border  in  Mexicali.  Now 
we're  going  into  calculators  ourselves. 
We  have  no  marketing  organization, 
so  we'll  make  private  brands  for  peo- 
ple like  Sears,  ^^>'re  going  into  pro- 
duction now.  We'll  make  50,000  cal- 
culators a  month,  and  we  figure  they'll 
retail  for  less  than  $100  apiece.  We'll 
begin  to  ship  sometime  in  July.  If  it 
works  like  we  think  it  will,  it  will  be 
the  first  case  where  we've  taken  aero- 
space technology  and  gone  into  a 
commercial  market— not  only  against 
the  top  boys  in  this  country  in  the  cal- 
culator and  business  machine  busi- 
ness, but  also  those  in  Japan  and 
other  places." 

Calculators  notwithstanding,  An- 
derson is  skeptical  about  the  applica- 
tion of  aerospace  technology  to  com- 
mercial products.  "I  sat  down  with 
George  McGovem  about  this  a  few 
months  ago.  He  had  been  saying  that 
these  aerospace  companies  ought  to 
convert  to  pollution  control,  auto- 
mobiles, wa.shing  machines  and  so 
forth.  I  told  him  there  were  plenty  of 
companies  that  know  the  auto  and 
washing  machine  and  TY  business.  If 
we  started  making  refrigerators  to- 
morrow, why,  we  don't  know  anything 
about  making  or  selling  them. 

"  'What  the  hell,'  he  said,  'do  it,  or 
work  on  pollution  control,  or  inner 
city  problems.'  I  said,  'OK,  but  these 
are  big  facilities:  Where  do  I  get  sup- 
port? We  need  billion-dollar  contracts.' 

"There  are  no  contracts  to  straight- 
en out  these  problems  of  mankind. 
Everybody  says  aerospace  put  a  man 
on  the  moon,  you  can  get  this  city 
straightened  out,  or  this  rapid  transit 
problem  licked.  But  nolx)dy  has  any 
money  worth  talking  about.  I  think 
there's  a  germ  of  an  idea  here;  I  think 
aerospace  could  make  a  contribution 
with  the  technology  we  have  work- 
ing on  large,  complex  problems.  But 
somebody  has  got  to  decide  what  the 
problem  is  and  how  much  money  they 
are  willing  to  put  up." 


Anderson  of 
North  American  Rockweil 

Actually,  NAR's  aerospace  opera- 
tion is  much  less  of  a  problem  now, 
partly  because  it  is  getting  some  new 
contracts,  partly  because  it  has  l^een 
shrunk  down  to  manageable  size  (the 
space  division,  once  the  company's 
largest,  together  with  rocket  engines, 
now  contribute  only  13?  of  sales  and 
7%  of  profits).  Specifically,  Ander- 
son has  shrunk  at  least  $200  million 
out  of  inventory,  receixables  and  un- 
needed  brick  and  mortar.  Besides  cut- 
ting debt  with  the  money,  he  used 
about  S60  million  to  buy  in  nearly  3 
million  shares  of  NAR's  own  stock. 
"Our  big  effort  has  been  to  convert 
any  asset  we  had  into  cash,  to  take 
care  of  our  debts  or  reinvest.  We've 
sold  every  element  of  nonproductive 
real  estate,  like  our  main  office  build- 
ing in  El  Segundo.  We  had  a  staff 
there  that  just  wouldn't  quit,  and  it 
was  eating  us  alive.  We  had  two 
buildings  there.  We  sold  one  to  the 
phone  company  for  $5  million  and 
put  that  whole  staff  into  the  other 
building,  and  we  still  had  .space. 

"We  sold  a  lot  of  land  around 
Southern  California,  .several  division 
facilities  and  tunied  back  leased  fa- 
cilities. Anything  we  had  in  the  way 
of  land  or  facilities  we  put  up  for  sale. 
But  we're  not  farming  it  like  lioeing: 
We're  not  farmers  or  real  estate  de- 
velopers; that's  not  our  bag.  We'xe 
also  been  trying  to  reduce  inventories 
and  receivai)les.  It's  amazing,  if  you 
s(]ueeze  down  on  inventory  and  re- 
cei\ables  across  a  company  as  broad 
as  ours,  how  much  cash  it  generates. 

"We  have  a  different  approach  to 
managing  a.s.sets  than  the  aerospace 
people.  I'm  not  critical;  they've  just 
lx?en  raised  that  way  for  50  years.  But 
I  do  think  we  were  able  to  move  in 
faster  and  weather  the  stomi." 
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A  dramatic  turnaround?  Alas,  the 
world  seldom  works  that  way.  Just  as 
aerospace  began  to  show  signs  oF 
straightening  out,  NAR  was  hit  in  its 
crucial  auto  area,  which  yields  some 
24%  of  sales  and  38%  of  profits.  It 
was  hit  not  by  a  downturn  but  by 
too  fast  an  upturn.  With  truck  and 
auto  sales  booming,  NAR  couldn't 
meet  the  demand.  "We've  spent  over 
$100  million  on  that  problem  since 
I've  been  here,"  says  Anderson.  "When 
I  was  at  Chrysler,  one  of  the  trou- 
bles with  Rockwell  always  was  that 
there  were  never  enough  parts  when 
business  hit.  We  have  new  assembly 
plants,  we  have  new  machinery  or- 
dered, but  we  don't  have  it  on  stream 
in  time.  The  demand  is  just  unbeliev- 
able. We're  trying  to  keep  everyone 
happy  running  our  plants  seven  days 
a  week,  three  shifts  a  day  at  over 
100%  of  capacity,  but  it's  not  the  most 
profitable  way  to  run  any  manufactur- 
ing facility.  The  people  are  tiied,  the 
machinery  is  breaking  down  because 
you  don't  have  time  to  maintain  it.  In 
spite  of  that  you  get  calls  from  Ford, 
GM,  Mack,  International  Harvester— 
'Goddam  it,  you've  got  my  line  down; 
get  me  some  more  parts.'  " 

Worst  of  all  about  such  demand, 
from  Anderson's  viewpoint,  is  that 
NAR  loses  market  share  to  other  sup- 


pliers like  Eaton,  NAR's  strongest 
competitor  in  heavy-duty  truck  axles. 
"It's  unfortunate,"  says  he,  "that  we 
couldn't  find  a  way  to  move  quicker 
and  put  this  expansion  in." 

Variefal  Spice 

If  Anderson  gets  bored  in  this  set- 
ting, he  can  turn  to  the  problems 
of  troubled  Collins  Radio,  which  NAR 
effectively  controls  through  a  $35-mil- 
lion  investment  that  staved  off  bank- 
ruptcy for  Collins.  "Our  primary  goal 
is  to  stop  the  flow  of  blood.  I  think 
they  were  not  far  from  the  shape 
Lockheed  was  in.  We  think  they  are 
the  finest  company  in  the  business  as 
a  big  supplier  in  the  microwave  field, 
and  as  one  of  the  biggest  suppliers  of 
avionics  and  communications  equip- 
ment for  airlines.  But  judgmentally, 
they  pushed  into  these  sales  fields 
without  enough  of  a  base  in  other 
areas  to  protect  them." 

Or,  if  Collins  palls,  Anderson  can 
worry  about  the  depression  that  shut 
down  NAR's  executive  jet  business  for 
most  of  the  last  18  months.  ("We 
started  them  up  again  three  or  four 
months  ago,"  he  reports,  "and  things 
look  a  little  brighter.")  Or  there's 
NAR's  big  push  overseas  ("We 
haven't  done  a  very  good  job  there"), 
involving  the  purchase  of  British  Ley- 


land's  truck  axle  plant.  Or  he  can  con- 
cern himself  with  the  problems  that 
are  sure  to  rise  in  due  course  in  NAR's 
textile  machinery  business  (Draper) 
or  its  printing  equipment  (Miehle- 
Goss-Dexter)  or  its  yachts  (Hatteras). 

How  does  all  this  add  up  on  the 
bottom  line?  Sales  were  down  by  a 
huge  $600  million  (to  $2.2  billion) 
between  1968  and  1971,  and  yet  this 
was  not  the  jolt  to  earnings  it  might 
have  been.  Anderson's  economies 
helped  cushion  the  decline,  and  so  did 
the  shift  in  product  mix  from  low- 
profit  aerospace  to  more  profitable 
auto  parts.  The  capital  freed  from 
aerospace  also  was  put  to  good  use: 
Interest  costs  were  slashed,  and  com- 
mon stock  purchases  shrank  common 
capitalization  by  some  12%. 

As  a  result  of  all  these  steps,  the 
$600-million  decline  in  sales  result- 
ed in  a  drop  in  net  income  of  under 
$13  million,  and,  thanks  to  the  smaller 
capitalization,  a  dip  of  only  32  cents 
in  earnings  per  share  (to  $2.57). 
Things  are  looking  up  this  year,  not 
sensationally  so,  but  solidly. 

From  here  on,  Anderson  and  Rock- 
well don't  expect  clear  sailing,  but 
they  do  believe  that  the  merger  now 
is  working  well.  The  romance  may 
have  faded  but  the  couple  shows  every 
sign  of  living  happily  ever  after.   ■ 
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As  I  See  It 


The  U.S.  Must  Choose:  Atomic  Power  or  a  $20-BilHon  Hole  in  the  Balance  of  Payments! 


The  eco/og/sfs,  f/ie  envkonmeniaUsis,  the  no-growth  advocates  won't 
like  what  Professor  Hans  Albrecht  Bethe  says  below.  However,  they— and 
all  other  Americans— would  do  well  to  ponder  what  he  says:  Without 
atomic  power  and  without  continued  development  of  high  technology, 
the  U.S.   will  be  in  deep  trouble. 

A  professor  of  theoretical  physics  at  Cornell  University,  Dr.  Bethe 
was  a  nuclear  pioneer,  working  with  Lord  Rutherford  at  Cambridge 
and  with  Enrico  Fermi  in  Italy.  His  work  was  central  to  the  develop- 
ment of  the  atomic  bomb  in  World  War  II,  during  which  he  was  head 
of  theoretical  physics  at  the  Atomic  Weapons  Laboratory  in  Los  Alamos. 

Born  in  Alsace-Lorraine  in  1906,  Bethe  emigrated  to  Britain  in  1933, 
and  joined  the  Cornell  faculty  two  years  later.  In  1  967  he  won  the  No- 
bel Prize  for  Physics. 


Bethe  of  Cornell  University 


We  can  control  atomic  power;  tve 
can  make  electricity  with  it;  but  peo- 
ple are  afraid  of  nuclear-powered  gen- 
erators. In  city  after  city,  the  resis- 
tance has  been  great  enough  to  keep 
them  from  being  built.  That's  just  one 
aspect  of  this  antlscience  movement. 

Betiie:  This  is  something  that  has 
concemed  me  very  deeply.  We  need 
these  plants  desperately,  and  not 
merely  to  make  cheaper  power.  Un- 
less we  have  nuclear  power,  we'll  soon 
starve  for  power.  Our  whole  energy- 


economy  is  in  danger.  We  see  it  first 
in  natural  gas.  Natural  gas  seemed 
inexhaustible  ten  years  ago:  We  even 
started  burning  it  in  electric-power 
plants.  Now  we  see  that  natural  gas 
is  running  out.  It  will  probably  mn 
out  to  a  veiy  small  fraction  of  the 
demand,  maybe  a  third  of  the  de- 
mand, in  a  matter  of  1.5  years.  It's 
really  imminent,  this  problem. 

Oil  is  not  quite  so  critical,  but  it's 
close  to  being  critical.  We  already 
have  to  import  some  oil,  whereas  in 
the  past  we  were  an  oil-exporting  na- 


tion. W^e  need  gasoline  to  drive  our 
cars,  to  drive  our  airplanes.  And  our 
cars  will  need  more  and  more  gaso- 
line. Not  because  we'll  have  bigger 
cars— I  hope  we  have  smaller  cars  in 
<"the  future— but  because  of  our  at- 
tempt to  control  pollution.  One  of  the 
by-products  of  pollution  control  will 
be  that  a  car  driven  the  same  way  as 
today  will  probably  use  something  like 
25%  more  gasoline  than  now. 

Where  will  it  come  from?  The  only 
wa\'  we  can  get  it  is  by  import.  Some- 
body has  estimated— I  forget  who— 
that  we  will  need  to  import  $20  bil- 
lion worth  of  oil  by  1985.  Now  this 
is  catastrophic  in  connection  with  our 
already-so-bad  balance  of  payments. 
So  something  has  to  be  done.  And 
one  thing  that  can  be  done  is  to  no 
longer  use  oil  to  generate  electricity. 

Coal  is  not  so  precious,  but  it  will 
be  needed  in  large  quantities  to  make 
gas  in  the  old-fashioned  way  by  letting 
it  react  with  water.  This  need  for  coal 
will  be  tremendous.  It  is  possible  to 
mine  a  great  deal  more  coal  than  we 
do  today,  but  there  is  resistance. 

Yes,  and  one  reason  for  the  resis- 
tance is  the  attack  on  science,  or, 
more  specifically,  on  technology.  The 
ecologists  oppose  strip  mining  of  coal 
because  it  destroys  the  countryside. 

Bethe:  One  of  the  interesting  things 
about  coal  is  that  it  contains  some 
radioactivity;  in  fact,  a  coal-fired  pow- 
er plant  releases  more  radioactivity 
involuntarily  into  the  air  than  a  well- 
designed  nuclear  plant.  It  is  possible 
now  to  reduce  the  release  of  radio- 
activity from  a  nuclear-powered  plant 
to  a  ridiculously  small  amount.  I  ju.st 
read  a  report  a  couple  of  days  ago 
that  the  release  from  a  power  plant 
is— maybe  it  doe.sn't  have  much  mean- 
ing to  a  layman— a  couple  of  curies  a 
year  in  the  effluent.  If  you  distribute 
this  over  the  country  then,  it  is  just  a 
fraction  of  the  radioactivity  you  find 
in  every  piece  of  rock  and  the  radio- 
activity which  you  have  in  yourself. 
When  I  was  at  Los  Alamos,  some 
people  there  asked  me  to  step  into  a 
big  counter.  And  the  counter  just 
counted  madly.  This  is  because  we 
have  in  our  bodies  potassium.  The  ra- 
dioactivity released  from  a  well-de- 
signed nuclear  plant  is  much  less  than 
that  which  is  in  your  body  naturally 
in  the  element  pota.ssium,  which  you 
absolutely  need  to  live. 

(Continued  on  page  35) 
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As  I  See  It 


(Continued  from  page  30) 
Another  program  of  technology  that 
has  come  under  attack  is  the  space 
program.  As  far  as  the  man  in  the 
street  can  see,  it's  a  great  spectacle, 
hut  one  that's  beginning  to  bore  him. 
More  and  more  people  are  saying, 
"Who  needs  it?" 

Bethe:  The  people  who  say  that  have 
a  very  primitive  idea  about  economics. 
They  think  that  if  we  refrain  from 
spending  $5  billion  on  space,  these  $5 
billion  will  be  available  to  build  houses 
and  to  give  to  the  poor.  This  is  not  so. 
Because  the  $5  billion  which  make 
the  space  devices  buy  also  things  fiom 
other  firms— they  pay  their  engineers, 
the  engineers  spread  the  money,  buy 
all  sorts  of  things.  Money  is  not  a  stat- 
ic thing,  not  a  cake  out  of  which  you 
can  eat  a  slice,  and  if  you  don't  eat  the 
slice  you  have  it  for  the  next  day. 

The  other  point,  of  course,  is  that 
the  space  program  was  one  of  the  pro- 
grams in  which  technology,  highly  ad- 
vanced technology,  was  developed, 
which  can  be  used  for  a  great  many 
other  puiposes. 

We  keep  hearing  about  that,  but, 
except  for  a  frying  pan  that  doesn't 
stick,  I  don't  knoiv  of  any  fallout. 

Bethe:  It  is  not  so  easy  to  translate 
it  and,  in  fact,  people  are  having  dif- 
ficulty in  translating  it  because,  in  all 
other  areas,  cost  control  is  so  impor- 
tant and  in  the  space  program  it  is 
not.  Nevertheless,  some  inventions 
were  made,  for  instance,  in  electronic 
techniques.  The  accurate  guidance  of 
space  vehicles  is  a  very  important 
problem,  and  that  has  enabled  the 
electronics  industry  to  control  other 
processes  better  than  before.  Let  me 
mention  one  example:  It's  had  a  lot 
of  influence  on  computer  develop- 
ment, and  computers  again  are  used 
for  industrial  control.  They  are  also 
used  to  make  our  lives  miserable; 
when  a^  computer  makes  a  mistake 
we  can  -never  really  get  an  answer 
from  it. 

Another  movement  was  started 
some  years  ago  by  Rachel  Carson 
against  pesticides,  particularly  DDT. 
People  say  they  poison  our  food,  kill 
our  birds.  This  movement  has  gained 
a  lot  of  strqngth. 

Bethe:  I  know,  and  in  the  case  of 
DDT,  it  has  been  completely  success- 
ful in  this  countiy.  Now,  DDT  actual- 
ly is  a  wonderful  substance.  It  has 
saved  millions  of  lives.   It  has  saved 


millions  of  people  from  misery.  A 
case  in  point  is  malaria,  which  is  a 
dreadful  disease,  debilitating  and,  in 
many  cases,  fatal.  All  of  Italy  be- 
tween Naples  and  Rome  was  unin- 
habitable for  many  centuries  because 
of  malaria,  and  [in]  countries  like  In- 
dia, Pakistan,  Ceylon,  malaria  is  a 
dreadful  curse.  Malaria  has  been  es- 
sentially eradicated  by  DDT.  Ceylon 
at  one  time  was  influenced  by 
our  ban  on  DDT  and  banned  it,  too, 
with  the  effect  that  the  number  of 
malaria  cases  rose  from  a  trivial  num- 
ber, maybe  a  hundred,  to  a  million 
within  a  couple  of  years.  So  they  had 
to  beg  for  reintroducing  the  DDT.  No 
substitute  has  been  found  effective. 


".  .  .  emotional  action  on 

a  supposed  evil  can  be  worse 

than  the  disease." 


This  is  a  good  example  of  a  couple 
of  things.  One  is  that  you  must  think 
before  you  act,  because  emotional  ac- 
tion on  a  supposed  evil  can  be  worse 
than  the  disease.  Second,  you  have  to 
weigh  in  each  case  the  advantages 
and  disadvantages.  In  a  country  like 
Ceylon,  where  malaria  is  a  major  prob- 
lem, it  is  far  more  important  to  have 
DDT  to  keep  the  malaria  under  con- 
trol than  it  is  to  look  to  the  preserva- 
tion of  bird  life.  In  our  country,  ma- 
laria no  longer  is  a  problem,  thanks 
to  DDT.  It  used  to  be  a  problem  down 
South  and  it  may  again  become  a 
problem  because  some  malaria  is  be- 
ing brought  back  from  Vietnam,  but, 
assuming  that  it  does  not  become  a 
problem,  we  can  permit  ourselves  the 
luxuiy  of  banning  DDT  and  looking 
at  the  secondary  good  of  preserving 
the  birds. 

For  200  years  Americans  believed 
that  science  would  some  day  find  the 
solution  to  all  our  problems.  Why  are 
they  now  asking  whether  science  cre- 
ates more  problems  than  it  solves? 

Bethe:  One  of  the  difficulties  is  pre- 
cisely that  people  expected  science  to 
solve  all  our  problems.  It  can't  do 
that.  It  cannot  answer  the  problem 
of  human  relations,  for  example.  Sci- 
ence and  even  rational  thought  are 
not  sufficient  for  that.  But  in  this  con- 
nection I'd  like  to  quote  Francis  Ba- 
con, who  encountered  a  similar  move- 
ment in  the  1600s.  He  said:  "There  is 
a  mad  and  self-destructive  form  of 
antirationalism,   which   seems   to   de- 


clare that  because  reason  is  not  suf- 
ficient it  is  not  necessary."  Applying 
this  to  science,  we  can  say  the  same 
thing  today.  Science  is  very  neces- 
sary, and  the  fact  that  it's  not  sufficient 
doesn't  make  it  less  necessary. 

Why  is  science  necessary? 

Bethe:  First,  let  me  define  it.  Sci- 
ence is  not  the  same  as  technology. 
When  people  argue  against  science, 
they're  arguing  mostly  against  tech- 
nology. The  two  fields  are  by  no  means 
the  same.  For  instance,  in  the  time  of 
the  old  Greeks,  most  of  the  philoso- 
phers were  interested  in  what  we 
would  now  call  science.  In  questions 
like,  how  is  the  world  made?  What 
makes  the  world  move?  They  asked 
these  questions  without  much  thought 
that  the  answers  would  enable  them 
to  dominate  nature. 

Science  is  the  wish  to  know,  to  un- 
derstand, to  answer  the  age-old  ques- 
tion: How  is  the  world  made?  It  is 
the  thing  that  distinguishes  man  from 
the  animals:  Man  wants  to  know.  I 
can  give  a  Bible  quotation  from  Ec- 
clesiastes:  "And  I  gave  my  heart  to 
seek  and  search  out  by  wisdom  con- 
ceiTjing  all  things  that  are  done  under 
Heaven.  This  sole  task  has  God  given 
to  the  sons  of  man  to  be  exercised 
herewith."  We  scientists  still  feel  very 
much  that  way. 

But  technology  does  develop  from 
science,  doesn't  it? 

Bethe:  Yes,  and  sometimes  without 
design.  For  instance,  there  was  Ein- 
stein discovering  the  relation  between 
energy  and  matter.  This  was  one  of 
the  ingredients,  one  of  several  ingre- 
dients, in  atomic  power.  He  had  no 
idea  it  could  lead  to  that.  A  better 
example  is  Rutherford,  who  was  the 
dean  of  nuclear  science,  of  the  science 
of  the  atomic  nucleus,  back  in  the 
mid-1930s.  When  he  was  deep  in  these 
investigations,  he  said  very  explicitly: 
"This  will  never  Ls  used  for  any  prac- 
tical application." 

Another  English  scientist  wanted  to 
investigate  the  property  of  gases  at 
low  temperature  and  how  to  liquefy 
gases.  He  had  to  invent  a  device  by 
which  he  could  insulate  those  gases 
from  the  heat  of  the  room.  What  he 
invented  was  the  thermos  bottle,  now 
in  use  in  every  household.  He  never 
thought  of  that. 

Perhaps  the  most  striking  example 
of  how  science  leads  to  technology 
without  anyone  having  an  idea  of 
where  it  would  lead  is  the  laser.  Thi.s 
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As  I  See  It 


also  goes  back  originally  to  Einstein. 
About  1917  Einstein  was  interested 
in  the  emission  and  absorption  of  light 
atoms.  This  was  then  an  elaboration 
of  the  quantum  theory,  then  one  of 
the  great  mysteries  of  nature.  And  he 
concluded  that,  when  light  is  present, 
an  atom  should  have  the  property  of 
wanting  to  emit  more  light  in  the  same 
wavelengths  as  that  beam  of  light. 

Well,  Dr.  Theodore  Maiman  in  this 
country  wanted  to  show  that  Einsteiii 
was  right.  This  had  never  been  dem- 
onstrated by  an  actual  experiment.  He 
set  out  to  stimulate  the  emission  of 
light  by  atoms  by  irradiating  them 
with  a  strong  beam  of  light.  He  soon 
found  that  this  was  indeed  possible, 
that  Einstein  as  usual  was  right  and 
that  a  light  beam  can  be  increased 
indefinitely  in  intensity  by  letting  it 
fall  on  more  and  more  atoms. 

As  the  laser,  this  has  been  one  of 
the  most  fabulous  developments  of 
the  last  decade.  It  is  the  finest  tool 
you  can  imagine.  In  eye  surgery,  it 
enables  the  surgeon  to  direct  the 
beam  more  accurately  than  he  could 
direct  his  knife.  At  the  same  time, 
other  lasers  can  cut  through  an  inch 
of  steel  in  a  small  fraction  of  a  sec- 
ond. One  possible  future  application 
of  the  laser  is  that  it  may  turn  out  to 
be  the  way  man  can  achieve  con- 
trolled thermonuclear  power. 

//  /  understand  you,  in  essence  you 
have  been  saying  that  toithout  more 
and  more  scientific  research  leading 
to  more  and  more  technology,  the 
American  economy,  which  means 
American  business,  would  stagnate. 

Bethe:  "Stagnate"  is  not  a  strong 
enough  word.  It  would  decline  be- 
cause some  of  our  natural  resources, 
like  gas  and  oil,  are  mnning  out, 
which  means  imports.  Our  great 
strength  in  the  past  has  been  that  we 
had  all  these  natural  resources.  Once 
we  have  to  import  them,  we  have  to 
produce  to  export.  What  do  we  pro- 
duce? With  our  labor  costs,  the  only 
things  in  which  we  can  be  competi- 
tive are  products  with  very  high  tech- 
nology, and  really  the  high-technology 
products  are  the  only  ones  where  we 
have  unquestioned  export  surpluses. 
In  practically  everything  else,  in  low 
technology,  like  steel,  we  have  an  im- 
port problem.  Others  can  produce  it 
with  the  same  technology  imno  cheap- 
ly, because  of  their  cheaper  labor.  So 
if  the  American  economy,  and  that 
means  every  American,  is  to  keep  its 
well-being,  the  only  possible  salva- 
tion is  high  technology.   ■ 
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The  Age  of  Analysis 


Speculation  in  securities  goes 
back  at  least  to  the  early  1600s 
and  the  Great  South  Seas  Bubble, 
but  the  art  of  security  analysis  was 
born  only  yesterday.  Well,  the  day 
before  yesterday  as  history  goes. 
As  far  back  as  the  turn  of  the 
century,  there  was  a  fair  amount 
of  balance  sheet  reporting:  current 
ratios,  the  number  of  railroad  ties 
laid  last  year,  book  value,  things 
like  that.  But  the  practitioners 
were  called  statisticians,  not  se- 
curity analysts.  Rightly  so. 

Real  security  analysis  didn't  exist 
in  the  great  bull  market  of  the 
Twenties.  In  the  Thirties  a  few  pio- 
neers like  San  Francisco's  Philip 
Fisher  (Forbes,  Nov.  1,  1969) 
came  to  understand  that  good 
management  was  equally  impor- 
tant; and  Professor  Benjamin  Gra- 
ham tried  to  develop  formulas  for 
measuring  what  a  stock  was  really 
worth,  its  "intrinsic  value."  But 
most  investing  remained  either  buy- 
good-stocks-and-put-'em-away  or 
hunches  and  tips. 

As  the  stock  market  expanded 
in  the  Fifties,  more  and  more  firms 
added  security  analysts,  but  their 
standing  was  not  high.  The  analyst 
was  the  office  number-monger.  The 
salesmen  made  the  real  money. 
Leon  Levy,  senior  partner  of  Oppen- 
heimer  &  Co.  is  not  old  (he  is  46). 
But  he  can  remember  early  in  his 
career  when  "many  firms  wouldn't 
allow  security  analysts  to  visit  com* 
panies;  they  wouldn't  even  allow 
you  to  make  long  distance  calls. 
You  were  just  overhead." 

It  was  the  advent  of  the  growth 
concept  in  the  late  Fifties  that 
gave  the  analyst  his  first  real  pres- 
tige: He  was  the  chap  who  identi- 
fied the  "true"  growth  stocks;  his 
seal  of  approval  could  mean  the 
difference  between  a  price/ earn- 
ings'ratio  of  20  in.stead  of  10. 

Fut  it  was  the  more  recent  in- 
stitutionalization of  the  stock  mar- 
ket that  really  put  the  analysts 
over  the  top.  The  big  institutions 
began  to  be  run  by  men  who  could 
read,  too,  who  had  access  to  the 
standard  information.  What  they 
needed  was  extra  information,  fast 
inforrnation,  exceptional  judgment. 
Their  brokerage  patronage  began 
going  to  firms  that  could  supply  it. 
Says  Leon  Levy:  "With  the  growth 
of  institutional  investing,  we  finally 


had  customers  who  could  pay  well 
for  detailed  security  analysis."  The 
analyst,  the  ofBce  drudge,  had  be- 
come Mr.  Big.  The  Age  of  Analysis 
had  arrived  on  Wall  Street. 

Trying  to  get  a  better  understand- 
ing of  Wall  Street  in  the  Age  of  the 
Analyst,  Forbes'  Howard  Rudnit- 
sky  asked  to  talk  with  a  couple  of 
Oppenheimer  &  Co.'s  top  analysts. 
Why  Oppenheimer?  Because  Op- 
penheimer, as  presently  constitu- 
ted, grew  big  in  the  Age  of  the  Ana- 
lyst; that's  when  it  made  its  repu- 
tation. The  firm  produced  for  us 
Gideon  I.  Gartner  and  Robert  A. 
Jordan.  Gartner  and  Jordan  have 
three  things  in  common:  both  are 
in  their  mid-30s,  have  a  big  fol- 
lowing among  Oppenheimer  cus- 
tomers and  annual  earnings  (in- 
cluding commissions  and  bonuses) 
that  couldn't  be  much  less  than 
$200,000  each. 

Among  Wall  Street  analysts, 
Gartner,  37,  has  got  to  be  unique: 
He  spends  most  of  his  time  cover- 
ing one  company  with  the  world's 
largest  market  value.  International 
Business  Machines  Corp. 

Actually,  this  is  quite  a  plus  for 
Oppenheimer.  Where  is  there  a 
major  institution  that  doesn't  own 
some  IBM?  And  who  among  them 
doesn't  care  to  know  what  Oppen- 
heimer's  full-time  IBM-watcher  is 
thinking?  Gratitude  for  such  as- 
sistance is  expressed  in  terms  of 
commissions— and  commissions  are 
the  name  of  the  brokerage  game. 

"I  have  spent  about  80%  of  my 
research  time  analyzing  IBM  over 
the  last  two  years,"  he  says.  "Re- 
member, it  accounts  for  75%  of  the 
capitalization  of  the  world's  most 
dynamic  industry— computers." 

Interestingly,  Gartner  is  not  a  se- 
curity analyst  by  training.  He  grad- 
uated from  Massachusetts  Institute 
of  Technology  and  its  Sloane 
School  of  Management.  He  went  to 
work  for— of  course!— IBM.  Seven 
years  he  spent  there,  ending  up  as 
manager  of  market  information. 
He  left  to  form  a  consulting  finn, 
which  he  sold  to  a  time-sharing 
firm  that  subsequently  went  under, 
and  then  went  to  work  for  E.F. 
Hutton  in  1970.  Gartner  didn't  call 
Hutton,  he  claims— they  called  him. 
After  all,  the  guy  who  knew  all 
about  computer  markets  was  the 
one  to  make  judgments  on  the  com- 
puter stock  market.  A  year  and  a 
half  later,  he  joined  Oppenheimer. 

Money    aside,    doesn't    Gartner 


Jordan  and  Gartner 


feel  a  little  boxed  in,  Forbes  asked, 
being  kind  of  manied  to  just  one 
company?  Replies  Gartner: 

"IBM  is  so  interesting  that  most 
companies  suffer  by  comparison. 
Anyhow,  when  you  analyze  IBM, 
you  are  really  looking  at  the  whole 
computer  industry.  There  is  nothing 
IBM  does  that  fails  to  impact  ev- 
ery aspect  of  the  industry. 

"I  prefer  to  know  the  most  about 
a  little,  rather  than  the  other  way 
around." 

Gartner's  first  study  on  coming  to 
Wall  Street  in  1970  was  an  analysis 
of  IBM's  announced  move  into  the 
copier  market  and  its  potential  im- 
pact on  Xerox.  Gartner's  analysis: 
No  Immediate  Threat  but  a  Po- 
tential Long-Term  One. 

Gartner  points  out  that  any 
good  computer  analyst  should  have 
concentrated  on  IBM  in  recent 
years:  "The  1970-71  period  for 
IBM  was  of  major  importance. 
Analyzing  the  way  it  would  come 
out  of  this  period  would  set  the 
tone  for  the  first  half  of  the  1970s." 
In  October  1971,  when  things  were 
pretty  grim  for  the  entire  computer 
industry  and  the  economy,  Gartner 
wrote  a  strongly  positive  report  on 
IBM,  anticipating  a  strong  earnings 
recovery  in  the  fourth  quarter  of 
1971  and  for  1972  and  1973.  So 
far,  if  anything,  his  report  has  been 
on  the  conservative  side:  IBM's 
stock  has  soared  from  around  the 
$300  level  to  around  $390. 

Obviously,  a  strong  report  for— 
or  against— IBM  can  generate  a 
lot  of  brokerage  business,  and  Gart- 
ner's reputation  was  made. 

One  of  Gartner's  strong  points  is 
a  kind  of  empathy  with  IBM.  Hav- 
ing worked  there  so  long,  he  has  a 
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strong  feel  for  how  the  company 
will  react  to  a  given  development. 
Thus  he  uses  a  kind  of  game-the- 
ory approach  to  analysis. 

This  empathy  is  important  be- 
cause Gartner  no  longer  has  many 
direct  pipelines  into  the  company. 
He  says  that  since  last  year,  IBM 
has  cracked  down  on  security.  "It's 
no  longer  fair,"  he  says,  "to  place 
ycur  IBM  friends  in  jeopardy  by 
pumping  them."  Still  there  are 
plenty  of  other  sources.  "Ex-IBM 
people,  for  example,  and  IBM  cus- 
tomers [Oppenheimer  is  one]  are 
both  good  sources." 

Lately  Gartner  has  branched  out 
a  bit,  extending  his  field  to  other 
computer  companies.  He  recently 
completed  a  highly  favorable  re- 
port on  Sperry  Rand's  prospects  and 
expects  to  have  some  things  to  say 
soon  on  some  others. 

Robert  Jordan,  the  other  top  Op- 
penheimer analyst  we  talked  with, 
is  equally  erudite,  but  spreads  his 
efforts  over  a  far  broader  area. 
Jordan  is  Oppenheimer's  retail  an- 
alyst. After  getting  his  Master  of 


Business  Administration  degree 
from  Harvard,  he  went  to  work  as 
an  analyst  with  Baker,  Weeks.  Af- 
ter a  year,  he  quit.  "I  got  tired  of 
just  analyzing  companies  from  the 
outside.  I  decided  it  might  be  more 
interesting  to  work  inside  one.  So 
I  went  to  work  for  Amerace  Corp. 
in  their  financial  control  depart- 
ment." But  he  didn't  stay  long  at 
that  job  or  at  his  next  job  as  an  as- 
sistant product  manager  at  Clairol. 
One  day  in  1966,  he  contacted  Op- 
penheimer. "They  asked  me  to  try 
my  hand  at  retailing,  which  wasn't 
being  covered  at  the  finn,  so  I  said 
fine  and  I  have  been  covering  it 
ever  since." 

you  Read,  You  Talk 

And  he  has  been  covering  it  as 
well  as  anyone  on  The  Street.  How 
did  you  go  about  learning  the  in- 
dustry, we  asked?  "Just  about  the 
way  you  would  get  to  learn  about 
any  industry.  You  start  reading  all 
the  trade  publications,  you  get  to 
know  the  people  in  the  trade  as- 
sociations who  have  lots  of  informa- 


tion and  are  very  helpful,  and  by 
reading  company  reports.  Most  im- 
portantly, you  talk  to  management 
and  if  you  ask  questions,  you  learn 
a  hell  of  a  lot  about  their  business 
and  the  industry.  And,  you  very 
quickly  learn  how  to  ask  the  right 
questions." 

<  Jordan  finds  that  the  nature  of 
retailing,  a  business  where  change 
comes  more  slowly,  makes  it  easier 
to  follow  a  large  number  of  com- 
panies, but  he  still  finds  that  he 
spends  much  of  his  time  looking 
at  three  stocks— Sears,  Penney  and 
Kresge— because  that's  where  the 
institutions  have  most  of  their  mon- 
ey invested.  Everything  else  is  small 
by  comparison. 

"Keeping  in  touch  with  compa- 
nies and  contacts  in  the  industry 
takes  close  to  half  of  my  time,  an- 
other 30%  is  spent  dealing  with  in- 
stitutional clients  and  the  remain- 
ing 20%  or  so  is  spent  looking  at 
other  new  companies,  often  at  the 
clients'  request." 

What's  interesting  here  is  that 
both   Gartner  and  Jordan  put  in 
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most  of  their  time  looking  at  es- 
tablished stocks,  rather  than  comb- 
ing the  hills  for  new,  hot  ones.  This 
tells  us  something  about  the  nature 
of  institutional  brokerage  firms 
these  days:  It's  an  institutional 
stock  market,  and  only  the  really 
big  stocks  can  generate  really  fat 
commissions.  By  necessity,  at  any 
given  time,  most  institutional  mon- 
ey—by definition— has  to  be  in  the 
big  stocks.  Anybody  who  can  pro- 
vide superior  judgments  on  these 
stocks  is  going  to  win  the  gratitude 
—and  the  patronage— of  these  gold- 
en institutions.  Big  positions  in  big 
stocks  generate  big  commissions. 

Perhaps  for  this  reason.  Retail 
Analyst  Jordan  concedes  he  didn't 
even  look  at  Levitz  Furniture  until 
fairly  late  in  the  game.  It  wasn't 
until  the  clients  began  asking  about 
Levitz  that  Jordan  took  a  really 
serious  look  at  it.  By  then  it  was 
spring  of  1972  and  Levitz  was  in 
trouble  with  the  Securities  &  Ex- 
change Commission.  "Because  of 
this,  they  wouldn't  talk  to  me,  and 
so  I  have  never  been  able  to  foiTn 
a  strong  opinion  about  them." 

Appliances,  Too 

While  other  analysts  were  scor- 
ing on  Levitz,  Jordan  was  doing 
some  scoring  of  his  own  in  some 
more  established  retail  stocks. 

In  addition  to  picking  Sears  and 
May  Department  Stores  among  re- 
tailers, two  other  winners  were  in 
the  appliance  field,  Magic  Chef  and 
Whirlpool.  He  recommended  them 
in  May  1971  in  a  long  report  on  the 
white  goods  appliance  market, 
which  he  felt  would  be  a  benefici- 
ary of  the  housing  boom  and  in- 
creased consumer  spending.  With- 
in a  year  both  stocks  moved  up 
smartly  (Magic  Chef  nearly  dou- 
bled) but  they  have  since  fallen 
back  in  the  market  decline. 

Analysts  frequently  deal  with 
portfolio  managers  who  often  ob- 
tain a  big  name  by  turning  in  su- 
perior performance.  Doesn't  Jordan 
get  the  itch  to  go  off  and  manage 
a  portfolio  himself?  A  broad  grin 
breaks  out  on  Jordan's  noiTnally 
poker  face.  "No,  because  the  pay 
is  better  here  than  what  most  port- 
folio managers  are  getting.  In  fact, 
I'd  have  to  take  darn  near  close 
to  a  50%  cut  in  pay.  And  I  could  be 
a  hero  for  a  few  years  and  a  wash- 
out after  that.  No  thanks." 

As  we  said,  we're  in  the  Age  of 
the  Analysts.  ■ 


This  is  not  an  offering  of  these  shares  for  sale,  or  an  offer  to  buy,  or  a  solicitation  of  an 
offer  to  buy,  any  of  such  shares.  The  offering  is  made  only  by  the  Prospectus. 


3,000,000  Shares 


MCI  Communications  Corporation 


Common  Stock 

($.10  Par  Value) 


Price  $10  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  under- 
'xriters  only  in  stales  in  which  such  underwriters  are  qualified  to  act  as 
dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


Blyth  &  Co.,  Inc. 
duPont  Glore  Forgan  The  First  Boston  Corporation 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.    Goldman,  Sachs  &  Co. 

Incorporated 

Lazard  Freres  &  Co.    Lehman  Brothers    Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Bache  &  Co.  Blunt  Ellis  &  Simmons 

Incorporated  Incorporated 

A.  G.  Becker  &  Co.  Hill  Samuel  Securities 

Incorporated  Corporation 


E.F.  Hutton  &  Company  Inc. 


Reynolds  Securities  Inc. 


Shearson,  Hammill  &  Co. 

Incorporated 


June  23,  1972. 
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Light  Whiskies 


U.S.  distillers  have  gone  all  out  to  market  a  new  type  of 
whiskey.  They're  not  sure  it  will  sell,  but  they  must  gamble. 


They're  off  and  running  in  the  Light 
Whiskey  Sweepstakes.  Almost  every 
U.S.  hquor  company  has  an  entry. 
Some  have  several.  And  no  one  is 
making  book  on  the  outcome.  "This  is 
all  a  big  crystal  ball,"  says  a  spokes- 
man for  National  Distillers.  (What  is 
light  whiskey?  See  box.) 

The  race  started  on  July  1.  Until 
then,  Internal  Revenue  Service  regula- 
tions forbade  U.S.  distillers  to  market 
a  light  whiskey.  With  the  barriers 
down,  they're  now  spending  tens  of 
millions  scrambling  after  the  market. 

Each  company  has  a  different  idea 
of  what  the  market  is.  And  each  has 
a  different  marketing  strategy  for  get- 
ting it.  Says  Howard  S.  Feldman,  ex- 
ecutive vice  president  of  Schenley  In- 
dustries: "Light  whiskey  really  is  a 
question  mark  in  our  industry— a  sort 
of  mysteiy.  And  so  it  will  be  for  at 
least  six  months  to  a  year." 

Why— if  it  is  an  untested  product 
—the  rush  to  light  whiskey?  The  U.S. 
whiskey  producers  feel  that  they  must 
do  something.  Their  market  share  has 
been  melting  fast.  Part  of  the  loss  is 
to  imported  whiskies,  Canadian  and 
Scotch;  the  former's  market  share  has 
climbed  over  the  past  decade  from 
5.4%  to  9.6%,  the  latter  from  9.1%  to 
13.8%.  Another  big  loss  has  been  to 
vodka,  which  rose  from  7.9%  to  13.1%. 

But  what  really  hurt  was  that  U.S. 
whiskies— bourbons  and  blends— de- 
clined from  58.8%  to  38.6%.  They  are 


the  U.S.  distillers'  bread  and  butter. 
Every  major  U.S.  distiller  sells  both  a 
Canadian  and  a  Scotch  whisky,  but  in 
most  cases  the  distillers  are  merely 
distributors  and  get  only  a  distributor's 
cut.  (Most  notable  exception:  Sea- 
gram, whose  Canadian  parent  com- 
pany has  Seagram's  V.O. ) 

Snobbism,  of  course,  played  a  part 
in  the  shift  toward  imported  brands, 
but  so  did  taste:  Most  Scotch  and 
Canadian  whiskies  have  a  "lighter" 
taste  than  U.S.  whiskey.  Almost  the 
entire  shift  to  vodka  can  be  traced  to 
the  fact  that  it  has  no  taste  at  all.  The 
simple  marketing  truth  is  that  many 
women  and  young  people  just  do  not 
like  the  taste  of  whiskey;  the  lighter 
it  is  the  less  they  dislike  it. 

Will  American  light  whiskey  reverse 
the  trend?  That  remains  to  be  seen. 
Four  distillers  managed  to  jump  the 
July  1  deadline  by  marketing  whiskies 
that  are  light  in  body  and  flavor  but 
are  not  light  whiskies  as  defined  by 
the  Government.  Two  of  them— Brown- 
Forman  and  Publicker  Industries- 
came  out  with  something  called  white 
whiskies.  These  are  whiskies  put 
through  a  process  of  filtration  that 
leaves  them  as  colorless  as  vodka  and 
gin.  Two  others— Distillers  Corp. -Sea- 
grams and  Barton  Brands— have  been 
marketing  whiskies  which,  though 
made  by  the  old  standards,  taste  re- 
markably like  a  light  whiskey. 

The  indications  are  the  new  brands 


Light  Taste:  Less  Taste 


What's  this  business  about  light 
whiskey,  a  marketing  gimmick? 
No,  it's  for  real. 

In  years  past  the  law  required 
American  whiskies  to  be  distilled 
and  stored  in  a  way  that  produced 
a  dark  whiskey  with  a  strong  taste. 

All  American  whiskey  is  made 
from  a  mash  of  corn,  rye  and  barley 
malt.  This  mash  is  put  in  a  still 
and  heated.  As  the  alcohol  begins 
to  rise,  it  carries  off  some  of  the 
water  and  flavoring.  The  longer  it 
is  distilled,  the  less  water  and  fla- 
vor remain,  the  higher  the  alcohol- 
ic content  and  the  less  the  taste. 
American  whiskey,  the  law  said, 
had  to  be  under  160  proof,  which 
meant  it  could  not  be  distilled  too 
long.  This  assured  a  strong  taste. 

If  a  whiskey  is  heated  until  it 
reaches  190  proof,  neutral  spirits 
result.  No  taste  at  all. 

Paradoxically,  high-proof  liquor 


does  not  necessarily  end  up  strong- 
er than  lower-proof.  Because  after 
the  distilling  process,  distilled  wa- 
ter is  added  again  to  produce  the 
final  proof.  The  distilling  and  stor- 
ing processes  fundamentally  influ- 
ence only  taste  and  color. 

American  law  also  required  ag- 
ing in  charred  casks.  When  whiskey 
is  distilled  only  to  a  relatively  low 
proof,  distasteful  flavors  remain 
along  with  the  tasteful  ones.  In 
charred  barrels,  chemical  reaction 
with  the  charcoal  removes  the 
more  unpleasant  tastes.  But  whis- 
key distilled  to  a  high.er  proof  al- 
ready has  lost  the  unpleasant  fla- 
vor and  needs  no  charred  casks. 

Now,  American  distillers  may 
distill  to  a  higher  proof  and  omit 
the  new  charred  casks,  as  Scottish 
and  Canadian  distillers  have  long 
been  doing.  Result:  a  fight  whiskey 
—meaning  a  less  flavorful  one. 


have  not  been  a  howling  success.  At 
Brown-Forman,  Vice  President  A. 
Gardner  de  Witt  Jr.  says  of  his  com- 
pany's Frost  8/80:  "We're  gaining  ex- 
perience. In  the  first  three  years,  we 
don't  expect  to  make  any  money." 

A  Publicker  spokesman  says: 
"White  Duck  is  selling  adequately. 
The  future  is  uncertain." 

Competitors    say    that    both    have 

bombed.  Dr.  Frank  Kraus,  production 

adviser  for  James  B.  Beam  Distilling, 

*for  example,  calls  them  "a  complete 

failure." 

This  experience  has  given  rival  dis- 
tillers pause,  but  they  face  an  even 
more  serious  question:  Suppose  light 
whiskies  do  take  off?  Whom  will  that 
help?  Whom  will  it  hurt? 

Cut  into  Canadian? 

Light  American  whiskies  taste  very 
much  like  Canadian  whiskies,  and 
they  will  sell  for  at  least  $1  less.  Will 
they  compete  with  Canadian?  Says 
John  Heilmann,  president  of  Four 
Roses,  "Precisely.  .  .  .  They're  less  ex- 
pensive and  just  as  good." 

Others  disagree.  A  National  Dis- 
tillers official  says:  "It  will  draw  a  little 
bit  from  many  places,  most  from 
blended-whiskey  drinkers,  also  to  some 
degree  from  vodka  and  i\im  drinkers. 
Not  from  Scotch  and  Canadian  drink- 
ers because  of  the  mystique  of  import- 
ed whiskies." 

Paul  Fischer,  vice  president  of 
Hiram  Walker,  which  makes  Canadian 
Club,  says:  "I  don't  see  how  buyers 
will  be  diverted  from  Canadian  whis- 
ky. Some  of  the  existing  American 
whiskies  are  more  vulnerable." 

Brown-Forman  is  pushing  Frost 
8/80  as  a  whiskey  that  can  be  used  in 
the  same  way  as  vodka— in  martinis, 
for  example.  Is  Heublein,  which  makes 
Smirnoff  and  Relska  vodka,  worried? 
Says  an  executive:  "We're  not  com- 
placent, but  we  feel  our  product  is 
in  the  forefront  of  American  taste." 

There  are  differences  over  how  best 
to  market  the  new  light  whiskies. 
Schenley  is  marketing  them  under  its 
established  brand  names:  J.W.  Dant, 
for  example,  is  becoming  J.W.  Dant 
Premium  Light  Whisky;  Three  Feath- 
ers, Three  Feathers— Superior  Ameri- 
can Light  Whiskey— a  Blend. 

Others  have  taken  a  different  tack. 
American  Distilling,  for  example,  has 
created  a  new  name  for  its  light  whis- 
key: Royal  American. 

Amid  the  confusion,  there  is  a  sus- 
picion among  some  distillers  that  light 
whiskey,  which  they  once  looked  upon 
to  save  them  from  Scotch,  Canadian 
whisky  and  vodka,  may  wind  up  mere- 
ly as  a  costly  experiment.  They're  nol 
at  all  sure  it  can  reverse  the  trend 
away  from  U.S.  whiskies,  but  it's  a 
gamble  they  can't  afford  not  to  take.  ■ 
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Slow  Sign  Ahead? 


Can  Beatrice  Foods  maintain  the  pace  that  has  multiplied  its 
sales  tenfold  in  the  past  20  years?  Even  with  the  FTC  watching? 


William  G.  Karnes  speaks  confi- 
tlently  when  lie  predicts  that  Beatrice 
Foods  will  be  a  $3-billion  company 
within  two  years.  His  confidence  is 
Ijorn  of  success,  for  in  the  past  20 
years  his  company  has  grown  from 
$229  million  sales  to  $2.4  billion.  Since 
Karnes  became  president  and  chief 
executive  in  1952  (he  is  now  chair- 
man and  CEO,  with  Don  L.  Granth- 
man  as  president)  Beatrice  has  ex- 
panded out  of  the  dairy  industry  into 
half-a-dozen  new  fields. 

The  company's  earnings  have  been 
growing  along  with  sales.  Last  year's 
net  of  $78  million  was  almost  20  times 
the  1952  figure.  All  of  this  has  been 
good  for  shareholders:  An  investment 
of  less  than  $2,000  in  100  shares  at 
the  1962  peak  would  have  grown  b\' 
last  year  to  355  shares  worth  more 
than  $15,500— a  compound  annual 
appreciation  of  over  25%. 

Beatrice  has  far  outpaced  Kraftco 
and  Borden  in  sales  and  earnings 
giowth.  In  1962  Borden's  sales  were  al- 
most twice  Beatrice's,  its  earnings  al- 
most three  times  as  great;  by  1971 
Beatrice  outdid  Borden  by  almost 
$300  million  in  sales  and  $17  million 
in  earnings.  Much  of  this  growth  has 
come  through  acquisitions  that  have 
made  Beatrice  a  diversified  company. 
Dairy  products  now  accoimt  for  only 
about  31%  of  sales  and  21%  of  earn- 
ings, grocery  and  confectionery  prod- 
ucts 32%  of  sales  and  27%  of  earnings, 
chemicals  and  manufactured  items 
(such  as  boats)  20%  and  34%,  ware- 
housing and  agriproducts  7%  and  11%. 

One  reason  for  the  success  of  Bea- 
trice's acquisition  program  has  been 
the  list  of  criteria  for  acquisitions  that 
Karnes  laid  down  long  ago.  First,  the 
industry  must  be  growing  faster,  and 
haxe  a  higher  return  on  sales,  than 
'the  food  industry.  The  company  must 
l)e  a  consistently  profitable  producer 
of  specialties,  not  commodities.  Final- 
ly, it  must  have  good  management, 
and  good  second-line  management, 
willing  to  stay  under  Beatrice. 

But    maintaining   the   past    growth 


rate  promises  to  be  tougher  in  the  fu- 
ture. Despite  Beatrice's  policy  of  mak- 
ing many  small  acquisitions  rather 
than  a  few  large  ones,  it  has  drawn 
the  fire  of  the  Federal  Trade  Com- 
mission. Last  year  the  FTC  filed  a  pro- 
posed order  requiring  Beatrice  to  di- 
vest itself  of  John  Sexton  &  Co.,  which 
represents  about  5%  of  Beatrice's  sales 
and  3%  of  earnings,  and  forbidding  it 
to  acquire  any  domestic  institutional 
dry-groceiy  wholesaler  for  ten  years. 
And  now  that  Beatrice  is  in  the  FTC's 
sights,  it  is  dead  sure  to  stay  there. 

Beatrice  has  responded  in  two 
ways.  First,  Karnes  plans  to  generate 
more  of  its  sales  internally— $240  mil- 
lion of  this  year's  projected  $300  mil- 
lion, in  fact.  That  means  developing  a 
spate  of  new  products,  marketing 
even  more  aggressively  than  in  the 
past  and  expanding  regional  products 
into  new  areas.  Already,  an  ambitious 
new-products  program  has  resulted  in 
tripling  the  size  of  the  company's  cen- 
tral research  and  development  group 
in  Chicago. 
•  Second,  Beatrice  is  pressing  to  ex- 
pand its  international  operation,  which 
last  year  generated  14%  of  the  compa- 
ny's sales.  This  year  the  figure  should 
be  larger,  as  three  more  western  Eu- 
lopean  companies  have  been  acquired 
in  the  meantime.  And  Beatrice's  debt/ 
equity  ratio  of  about  1  to  4  means 
that  it  has  ample  resources  to  take  ad- 
vantage of  any  opportunities  it  may 
find  overseas. 

These  are  sensible  responses,  but 
Beatrice  is  nevertheless  playing  in  a 
different  ball  game.  Compared  with 
acquisitions,  new  products  are  a  far 
more  expensive  and  uncertain  path  to 
growth  and  profits,  because  so  many 
of  them  fail.  And  even  as  such  market- 
ing masters  as  Procter  &  Gamble  and 
Campbell  Soup  have  discovered,  mar- 
keting overseas  is  tougher  than  mar- 
keting at  home  because  of  differences 
in  taste,  cultures  and  life-styles.  Karnes 
will  have  to  leani  to  play  by  some 
new  niles  if  he  is  to  keep  Beatrice 
moving  as  fast  as  it  has  in  the  pa.st.  ■ 


ROOFS 
LEAK? 

Your  own  plant  labor 
restores  roofs  at  low  cost 
Here's  how... 


BORROW  OUR  EQUIPMENT 
AND  KNOW  HOW. 

We  loan  you  the  Roof  Spray 
Equipment  (value  $1,310.00) 
at  No  Charge.  Our  qualified 
representatives  render  job-site 
instruction  on  procedure  and  use 
of  equipment  and  follow  progress 
of  job  to  its  conclusion. 


2.  PATCH  HOLES,  CRACKS 
AND  BREAKS. 

Patching  cement,  glass  rein- 
forcing fabric  and  all  the  necessary 
material  is  included  with  your 
order.  Materials  are  packaged  in 
kits  covering  7,000  sq.  ft.  each. 
Cost  of  the  material  is  less 
than  5$5  per  sq.  ft. 


SPRAY  ROOF. 

Our  premium  plastic  sealant  is 
sprayed  directly  on  the  roof  from 
drums  on  the  ground.  It  softens 
and  resaturates  the  old,  dry  roof 
felts  and  forms  a  seamless, 
waterproof,  weathering  surface. 
Write  for  FREE  48  Page  Catalog. 
"tandustnial. 
Corporation 


formerly  Ranco  Industrial  Products  Corp. 

I  13306  Union  Ave..  Cleveland.  Ohio  44120 
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Too  Much  Learning . . . 

.   .   .   is  not  desirable,   say   today's  corporate  recruiters. 
What  tfiey  want  is  men  wfiose  education  matches  the  job. 


It's  not  only  the  recession  and  the 
cutback  in  aerospace  budgets  that 
liave  forced  Ph.Ds,  MAs  and  MBAs 
into  dri\'ing  cabs,  pumping  gas  or 
working  in  department  stores.  The 
simple  fact  is  they're  overeducated. 

Overeducated,  that  is,  for  most  jobs 
corporations  have  to  offer  today.  They 
would  be  far  more  in  demand  if,  in- 
stead of  going  to  graduate  school, 
they  had  become  junior  officers  in  the 
armed  semces. 

Who  says  so?  Well,  for  one,  Albert 
S.  Banies,  a  recruiter  for  Rockwell 
Manufacturing  Co.  "Four  or  five  years 
ago  an  engineer  with  an  MBA  was 
a  glamour  boy,"  he  declares.  "Now  we 
prefer  a  man  with  just  an  engineering 
degree.  The  only  place  you  can  use 
an  engineer  with  an  MBA  is  corporate 
development.  There  aren't  many  jobs 
in  corporate  development." 

M.E.  (Mike)  Glasglow,  a  recruiter 
for  Westinghouse  Electric  Corp.,  is 
even  more  emphatic.  "No  one  wants 
Ph.Ds,"  he  says.  "You  can  use  them 
only  in  research  and  development,  and 
eveiyone  has  cut  back  on  R&D." 

Says  Mobil  Oil  recruiter  Michael 
Ippolito:  "Out  of  600  jobs  we  have 
axailable,  we  need  only  about  25 
MBAs.  For  the  rest,  we  just  don't 
think  you  need  a  graduate  degree." 

In  years  past,  industry  felt  a  man 
couldn't  have  too  much  education. 
That's  one  reason  for  the  enormous 
expansion  (from  237,200  to  826,000) 
of  U.S.  graduate  school  enrollment  in 
the  past  two  decades.  (Another  is  that 
by  going  to  graduate  school— eventual- 
ly, only  to  certain  kinds  of  graduate 
schools— a  youngster  could  avoid  the 
draft.)  What  brought  about  the 
change?  Experience. 

"If  you  hire  a  Ph.D  for  a  job  that 
requires  only  a  BS,  he'll  constantly 
be  lookiiig  for  another  job,"  says 
T.K.  ( Ken )  Brown,  who,  like  Glasglow, 
is  a  recruiter  for  Westinghouse. 

Barnes,  Glasglow,  Ippolito  and 
Brown  were  interviewed  with  more 
than  25  others  at  a  recent  recruiting 
conference  at  Lehigh  University  in 
Bethlehem,  Pa.  They  were  unanimous 
on  a  number  of  points.  One  was  the 
overeducated  job-seeker.  Nicholas 
Gainer,  of  Borg- Warner's  York  divi- 
sion, said  flatly:  "In  some  places  we 
will  not  even  consider  a  man  with  a 
Master's  degree."  Ippolito  went  fur- 
ther: "There  has  been  a  lot  of  reassess- 
ment in  recent  years,"  he  said.  "Does 
everybody  need  a  college  degree?" 

Another  subject  on  which  the  re- 
cruiters  seemed  unanimous  was   the 


black  college  graduate.  Corporations, 
they  say,  are  no  longer  hiring  "front- 
ofiice"  blacks— "you  know,  the  black 
you  put  where  every  visitor  can  see 
him."  Rather,  corporations  are  recruit- 
ing blacks  on  the  same  terms  as  whites. 
One  recruiter  even  said:  "Don't  quote 
me,  but  my  company  actually  dis- 
criminates against  whites."  Said  James 
Kirkpatrick  of  Scott  Paper:  "We  have 
internal  jobs  that  are  practically  lim- 
ited to  blacks."  He  added:  "I  recruit 
on  black  campuses  as  energetically  as 
I  recruit  on  white."  Said  Ford  Motor's 
Walter  A.  Good:  "I  visit  30  black  cam- 
puses a  year." 

The  attitude  of  the  blacks  them- 
selves has  changed,  too.  When  cor- 
porations were  hiring  only  "token 
Negroes,"  the  blacks  went  for  the 
best  financial  offer.  They  had  no  hope 
of  promotion,  so  money  was  all  that 
counted.  "We  had  a  separate  scale  for 
blacks,  about  10%  higher,"  says  Mike 
Glasglow.  "We  couldn't  help  it.  We 
had  two  choices :  If  the  man  was  qual- 
ified, we  had  to  pay  him  more  be- 
cause everyone  was  bidding  for  him." 

This  has  changed.  "Now  we're  get- 
ting blacks  who  see  a  career  with  us, 
who  realize  that  Westinghouse  is  bet- 
ter in  the  long  run  than  an  extra  $100 
a  month." 

But  the  shortage  is  still  there.  "Un- 
til recently,"  said  GainCi,  "Negroes 
went  to  college  to  become  ministers 
or  teachers  or  social  workers;  there 
were  no  other  jobs  for  them.  Now  the 
jobs  exist,  but  not  enough  blacks  are 
trained  for  them." 

The  same  is  true  of  women.  Said 
one  recruiter:  "Tell  me,  how  many 
women  engineers  do  you  know,  how 
many  women  chemists,  how  many 
women  accountants?  Where  in  heav- 
en's name  am  I  supposed  to  find 
these  women?" 

Wanted:  Sa/es  Personne/ 

Several  of  the  recruiters,  those  who 
speciaHze  in  sales  recruiting,  sound- 
ed almost  desperate.  Said  Kirkpatrick, 
"We're  not  even  looking  for  college 
men.  You  don't  need  a  college  de- 
gree, much  less  a  Master's,  to  make  a 
success  in  sales.  All  we  ask  is  that  a 
man  have  the  potential  to  become  a 
manager  in  ten  or  15  years.  We  can't 
find  these  people." 

The  problem,  the  recruiters  ex- 
plained, is  that  "selling  is  a  low-pres- 
tige job."  One  of  them  complained: 
"Eveiy  book,  every  play,  every  movie 
depicts  salesmen  as  lower  than  ierks. 
No  one  wants  to  become  another  Wil- 


ly Loman"— the  hapless  central  charac- 
ter in  Death  of  a  Salesman. 

Several  recruiters  whose  companies 
require  salesmen  with  engineering  de- 
grees said  they  had  talked  with  job- 
less engineers,  who  insisted  they  would 
f  rather  remain  jobless  than  sell. 

Aside  from  salesmen,  the  reciniiters 
reported,  the  greatest  demand  today 
is  for  accountants  and  engineers— of 
certain  kinds.  Said  one:  "When  they 
cut  back  in  aerospace,  they  cut  the  de- 
mand for  electrical  engineers.  When 
industry  started  recovering  from  the 
recession,  up  went  the  demand  for 
mechanical  engineers.  Those  are  the 


"Good  evening.  I'm  George  Graham, 
Harvard  '71.  I  have  an  A.B.  cum 
laude  in  physics,  and  I  can  rec- 
ommend the  roasi  duck  unreservedly." 
Drawing  by  Weber;  ©  1971 
The  New  Yorker  Magazine,  Inc. 

only. kind  we  want  now." 

Said  another:  "All  we  want  are 
manufacturing  engineers.  BSs.  No 
MSs.  No  Ph.Ds.  We  want  guys  who 
can  be  happy  working  on  the  plant 
floor  with  the  blue-collar  guys." 

What  do  recruiters  look  for  when 
they  visit  a  campus?  Not  grades;  they 
want  to  know  what's  behind  the 
grades.  Some  may  pick  a  man  with 
lower  grades  who  overcame  the  hand- 
icap of  a  poor  high  school  education. 
Also  a  plus:  improvement  in  grades 
year  by  year.  Another:  working  one's 
way  through  college. 

Where  does  the  preference  for  ex- 
junior  officers  come  from?  "We've  had 
outstanding  success  with  them,"  Kirk- 
patrick said.  "They  have  a  pattern  of 
leadership,  a  sense  of  responsibility, 
competitiveness.  They're  self-starters. 

"And  they're  hungry.  They've  lost 
three  or  four  years,  and  they  want  to 
catch  up."  ■ 
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lb  give  customers 
new  competitive  strengtiis. 


Here'^  what 

Chemetron 

is  doing. 


Chemetron  Corporation  is  finding 
new  ways  to  give  its  custonners  a 
competitive  edge  in  today's  more 
demanding  marketplace.   - 

We're  making  our  special  brand 
of  product/service  capabilities  more 
readily  available  to  customers  of 
piping  components,  industrial  gases 
and  welding  equipment,  chemicals, 
medical  products,  and  food- 
processing  machinery. 

For  Qxample:  We've  strengthened 
our  distributor  sales  network  for 
industrial  gases  and  developed  a 
service-center  network  to  provide 
technical  aid  where  it's  needed,  when 
it's  needed.  New  lines  of  chemicals 
help  meet  increasing  regulation  of 


product  safety  and  pollution  control. 
Innovative  modular  equipment  for 
hospitals  helps  them  modernize  within 
more  restrictive  budgets.  Food 
processors  and  packers  benefit  from 
our  expanded  new-product  research 
and  development. 

For  a  better  understanding  of  our 
positive  approach  to  our  customers' 
present  and  future  needs,  send  for  our 
new  booklet,  "Possibilities."  It  gives 
an  overview  of  what  we're  doing  to 
serve  the  food  processing,  health  care, 
and  power  generation  markets — 
among  others.  For  your  copy,  write: 
Dept.  B,  Chemetron  Corporation, 
111  E.  Wacker  Drive,  Chicago, 
Illinois  60601. 


Don't  overlook  the  possibilities 


Don't  overlook  CHEMETRON  I 


Tni>OEw«eH 


Xerox  introduce! 


e  two-faced  copy 


Xerox  discovered  a  vast 
wasteland  on  the  back  of  every 
copy.  A  blank  piece  of  paper 

So  Xerox  has  created  a  whole 
new  kind  of  copier.-  The  only  one 
in  the  world  that  can  copy  on  both 
sides  of  a  sheet  of  paper. 
Automatically 

With  the  Xerox  4000  copier, 
it  only  takes  the  press  of  a  button 
to  copy  the  second  page.  Right 
on  the  back  of  the  first. 

(Naturally  as  with  all  Xerox 
copiers,  the  4000  makes  copies  on 
ordinary,  unsensitized  paper. 
Including  your  own  letterhead.) 

That  means  you  save  a  lot  of 
things.  Expensive  filing  space,  for 
one.  Not  to  mention  all  that  paper 
you  would  have  had  to  use  as  well 
as  file. 

What's  more,  the  4000  turns 
out  its  first  copy  in  just  seven 
seconds.  The  rest  at  the  rate  of 
45  a  minute. 

And  to  change  the  size  of  the 
paper— from  memo  to  legal  size— 
you  simply  press  another  button. 

All  in  all,  the  Xerox  4000  two- 
faced  copier  isn't  just  the  model 
of  convenience. 

It's  enough  to  make  you  think 
once  before  you  consider  any 
other  copier. 


XEROX 


XEROX®  and  4000  are  trademarks  of  XEROX  CORPORATION. 


Faces  Behind  the  Figures 


The  Jingle  of  Quiet  Deals 

We've  all  heard  about  those 
fancy  Wall  Street  paychecks,  but 
not  many  top  that  of  Robert  Mad- 
den, 39.  Bob  Madden,  a  vice  presi- 
dent at  Salomon  Brothers,  prob- 
ably earned  $500,000  last  year. 
How  do  you  earn  that  much?  Mad- 
den does  it  by  running  the  private 
placement  department  for  William 
Salomon,  a  general  partner. 

Private  placements  are  big  busi- 


to  the  public  or  to  many  investors, 
the  whole  deal  is  sold— placed— 
with  one  or  two  buyers.  No  costly, 
tedious  Securities  &  Exchange  for- 
malities; no  big  underwriting  fees. 

David  B.  Stocker,  36,  doesn't 
make  quite  as  much  as  Madden,  be- 
cause he  heads  private  placements 
at  Goldman,  Sachs  and  Goldman 
didn't  need  Stocker  to  get  them  es- 
tablished. The  firm  long  was  the 
biggest  single  factor  in  this  market. 
Stocker  won't  say  what  he's  earn- 


Madden  of  Salomon  Brothers. 


Stocker  of  Goldman,  Sachs 


ness;  maybe  $9  billion  this  year. 
Private  placements  are  far  less  spec- 
tacular than  the  big  block  and  bond 
trading  that  has  made  Salomon 
Brothers  famous.  But  it  is  immense- 
ly profitable.  There  is  as  much  as 
$50  million  a  year  in  fees  and  com- 
missions involved.  Madden  makes 
what  he  does  because  he  has  suc- 
ceeded in  making  Salomon  Broth- 
ers a  major  factor  in  the  business. 
A  private  placement  is  just  that. 
Instead  of  selling  stocks  or  bonds 


ing— except  that  it  is  less  than 
$500,000— but  even  as  a  junior 
partner  he's  well  up  into  six  figures. 
How  do  you  get  jobs  like  these? 
Salomon's  Madden  graduated  in 
law  from  Indiana  University,  taught 
corporate  finance  at  New  York  Uni- 
versity and  worked  for  Metropoli- 
tan Life's  bond  department.  In 
1966  he  was  hired  to  run  Kidder, 
Peabody's  private  placement  opera- 
tion. Salomon,  a  bond  house  that 
has    had    phenomenal    success    in 


block  trading  and  private  place- 
ments, hired  Madden  to  run  its 
private  placements  in  1971. 

Dave  Stocker,  son  of  a  Boston 
banker,  went  straight  to  Goldman, 
Sachs  from  Harvard  Business 
School,  worked  first  on  mergers, 
then  private  placements. 

The  two  men  approach  their-  jobs 
somewhat  differently.  Stocker,  per- 
haps reflecting  Goldman's  long- 
standing power  in  investment  bank- 
ing, says:  "The  size  and  number  of 
deals  aren't  so  important.  What's 
important  are  the  personal  relation- 
ships out  of  which  deals  can  grow." 
Kind  of  the  old-school-tie  ap- 
proach. Perhaps  because  Salomon 
is  the  brash  newcomer,  Bob  Madden 
talks  more  in  terais  of  service.  "We 
tailor  a  deal,"  he  says,  "to  a  com- 
pany's needs  and  to  an  investor's 
requirements." 

The  private  placement  business 
is  booming  these  days,  in  part  be- 
cause the  big  buyers,  the  giant  life 
insurance  companies,  are  flush  with 
cash  and  in  a  buying  mood.  No 
need,  then,  for  a  would-be  borrow- 
er to  go  through  the  red  tape  and 
expense  of  a  public  offering.  Also, 
the  private  placement  market  is 
ideal  for  good  but  somewhat  odd- 
ball deals  which  insurance  compa- 
nies understand  but  the  public 
might  not.  Like,  for  example,  Salo- 
mon's placement  of  a  $135  million 
deal  for  the  U.S.  Navy  {see  p.  18). 

The  reward  for  putting  the  right 
investor  with  the  right  borrower 
is  enormous.  On  a  single  $50-mil- 
lion  bond  issue,  for  example,  the 
minimum  fee  is  probably  between 
$250,000  and  $1  million,  and  there 
is  no  need  to  split  this  with  other 
houses  as  in  public  underwriting. 

Salomon  Brothers,  which  has 
come  a  long  way  with  Bill  Salomon, 
is  more  than  getting  its  share  of 
the  business.  Against  heavy-gauge 
competition  from  the  likes  of  First 
Boston  Corp.,  Kidder  and  Goldman, 
it  pushed  last  year  into  first  place  in 
number  of  issues  (57)  and  into 
second  place  in  dollar  value,  ac- 
cording to  Investment  Dealers  Di- 
gest. (First  Boston  was  first  in  dol- 
lar amount,  with  $687  million,  com- 
pared with  Salomon's  $515  million.) 
Goldman  isn't  doing  badly  cither, 
placing  $458  million  last  year,  but 
dropped  from  first  place  to  third. 
Says  Salomon's  Bob  Madden, 
laughing  all  the  way  to  the  hank: 
"We  don't  wish  anyone  ill,  but  we 
think  we're  just  getting  started."  ■ 
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Maybe  Next  Year 

When  Continental  Corp.  put  a  to- 
tal of  $190  million  into  buying  con- 
trol of,  and  then  refinancing,  badly 
mismanaged  Diners'  Club,  the  big 
insurance  combine  knew  it  was 
asking  for  trouble.  Diners'  credit 
control  was  in  chaos;  its  computer 
system  was  obsolete;  and  it  was 
being  bled  to  death  by  a  clutch  of 
losing  ventures  such  as  a  stable  of 
franchised  travel  clubs  and  its  pur- 
chase of  the  Queen  Mary  for  use 
as  a  floating  hotel.  But  things  were 
even  worse  than  that. 

When  Diners'  lost  over  $29  mil- 
lion in  1970,  Continental  got  the 
message  and  installed  R.  Newell 
Lusby,  then  head  of  its  western  di- 
vision, as  the  credit  card  company's 
chief  executive.  Lusby,  new  to  the 
credit  card  business,  was  "scared 
to  death."  Says  he:  "This  outfit 
paid  the  airlines  $15  milhon  in 
charges  in  1970  and  didn't  bother 
to  bill  the  customers  for  it." 

At  first,  he  hoped  to  turn  Diners' 
around  in  a  hurry.  The  profit-drain- 
ing peripheral  ventures  were  being 


Lusby  of  Diners'  Club 


rapidly  divested,  and  Continental 
was  backing  his  credit  needs.  Lus- 
by felt  Diners'  had  the  pride  to  win: 
"They  just  needed  some  business 
education,  that's  all." 

But  Diners'  old  problems  were 
more  complex  than  that,  and  it 
promptly  developed  some  new 
ones.  A  costly  new  computer  in 
Denver  came  on  line  five  months 
late.  A  promotion  hiatus  in  effect 


since  1970  plus  accelerating  card- 
holder attrition  were  hurting  rev- 
enues. By  late  1971  domestic  mem- 
bership had  fallen  below  1  million 
—less  than  a  third  of  American  Ex- 
press' membership.  In  1971  Din- 
ers' lost  $23  million.  Says  Lusby:  "I 
was  overoptimistic." 

Today,  with  his  organization  re- 
educated and  his  new  computer 
giving  Diners'  the  credit  control  it 
needs,  Lusby  foresees  steady  prog- 
ress toward  profitability.  He  says 
that  he  is  ready  to  resume  advertis- 
ing. But  this  time  Diners'  will  aim 
for  quality  in  its  cardholders  rather 
than  quantity— only  good  spenders 
and  good  credit  risks.  Some  of  the 
same  is  also  planned  for  Diners' 
member  establishments:  "1  can 
walk  from  here  [New  York's  Co- 
lumbus Circle]  to  Times  Square, " 
says  Lusby,  "and  see  our  name  on  a 
lot  of  places  that  don't  make  me 
glad  I  have  a  Diners'  card." 

And  profits?  No  more  rosy  prom- 
ises, says  Lusby,  even  though  he's 
ahead  of  this  year's  projections.  "I 
told  the  stockholders  not  to  expect 
a  profit  in  1972."  ■ 


Lessons  of  the  Past 

Add  Mobrison-Knudsen,  the  big 
Boise-based  construction  company, 
to  the  Vietnam  casualty  list.  It  took 
on  its  first  military  construction 
contract  in  Vietnam  in  1961,  head- 
ing a  joint  venture  that  built  most 
of  the  new  roads,  buildings  and  air- 
fields, including  the  gigantic  port 
facility  at  Cam  Ranh  Bay.  By  1966 
it  had  a  work  force  of  50,000  in 
Vietnam.  The  trouble  was  that  the 
Vietnam  contracts  distracted  much 
of  M-K's  best  talent,  including  the 
late  Bert  Perkins,  who  went  over 
to  run  the  show.  Other  parts  of  the 
company  went  relatively  untend- 
ed,  notably  the  H.K.  Ferguson  sub- 
sidiary,, which  bungled  a  brewery 
project^-  for  Anheuser-Busch.  In 
1970  M-K  came  a  cropper  with  a 
$3.5-million  loss  on  revenues  of 
$474  million. 

Asked  whether  Morrison-Knud- 
sen  netted  a  profit  from  Vietnam, 
William  H.  McMurren,  M-K's  burly 
new  president,  replies  emphatically: 
"Hell  no!. Vietnam  was  a  bad  deal. 
The  1970  loss  was  a  direct  result, 
in  my  opinion." 

Perkins  became  president  in 
1969,  and  by  1971  had  profits 
back  in  the  black  again:  some  $5.4 


million  ($2.17  per  share)  on  rev- 
enues of  $477  million.  But  just 
last  month  he  was  killed  in  an  auto 
accident,  and  McMurren,  his  right- 
hand  man,  took  over.  The  succes- 
sion had  been  planned  long  ago, 
says  McMurren,  who  left  his  fa- 
ther's small  construction  outfit  in 
1955  to  join  M-K.  "Back  in  1957 
Bert  told  me,  'Someday  the  two  of 
us  will  run  this  company.'  " 

So  now  McMurren  must  pick  up 
the  rest  of  the  pieces.  His  backlog 
is  down  to  $370  million,  from 
$493  million  in  1969.  His  return 
on  equity  is  still  a  rock-bottom  3.4%. 
On  the  plus  side,  Perkins  before 
his  tragic  death  had  pared  down 
M-K's  short-term  debt  (from  $33 
million  to  $5  million),  long-term 
debt  (from  $28  million  to  $23  mil- 
lion), had  completely  reorganized 
the  troubled  Ferguson  subsidiary 
and  gotten  into  real  estate  and  coal 
mining.  McMurren  figures  those 
two  areas  will  provide  40%  of  M-K's 
revenues  by  1975  and  "add  stability 
to  our  earnings." 

However,  in  May  the  company 
was  dealt  another  major  blow 
when  President  Nixon  suddenly  can- 
celed construction  on  Safeguard 
missile  sites.  M-K  had  almost  com- 
pleted  one    $138-million   site   and 


was  counting  on  building  four 
more.  McMurren  still  thinks  he  can 
boost  earnings  slightly  this  year,  to 
around  $2.40  per  share,  on  essen- 
tially the  same  revenues  as  last. 
He  adds:  "We've  told  the  analysts 
we  can  make  earnings  grow  at  10% 
annually  as  a  minimum."  That's  a 
fairly  tall  order,  but  hopefully  Mc- 
Murren has  learned  a  lesson  about 
those  tempting,  ever-dangerous  big 
government  contracts.   ■ 


McMurren  of  Morrison-Knudsen 
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Faces  Behind  the  Figures 


Requiem  for  free  Trade 

Protectionism  in  trade,  supposed- 
ly buried  years  ago,  is  growing 
stronger  every  day  in  the  U.S.  In 
a  little  noticed  speech.  House  Ways 
and  Means  Committee  Chairman 
Wilbur  Mills  said  last  month  that 
he  would  support  higher  tariffs 
and  import  quotas  unless  some 
other  countries  mended  their  ways. 
This  from  a  longtime  outspoken 
free-trader. 

In  the  speech,  to  the  Manufac- 
turing Chemists  Association,  Mills 
took  the  gloves  off:  "The  trade 
policy  being  pursued  by  our  major 
partners  is  bringing  ever  closer  the 
day  when  the  United  States  cannot 
afford  to  pursue  a  nondiscrimina- 
tory policy  of  extending  most-fa- 
vored-nation treatment  to  imports 
from  all  countries." 

Specifically,  Mills  said  we  might 
impose  tariff  quotas,  that  is,  place 
higher  duty  on  imports  above  a 
certain  volume.  This  seems  to  be 
the  other  side  of  the  Burke-Hart- 
ke  Bill's  proposal  to  limit  imports 
to  the  U.S.  to  a  percentage  of  their 
1965-69  levels.  While  not  support- 
ing this  bill,  Mills  has  refused  to 


side  with  its  opponents  either. 

What  got  Mills  so  hopping  mad 
last  month  was  European  Common 
Market  Commissioner  Half  Dahren- 
dorf's  attempt  to  negotiate  special 
safeguard  clauses  with  Japan,  un- 
der which  European  nations  could 
cut  off  Japanese  imports  when  their 
home  markets  were  disrupted. 
Mills  saw  this  diverting  more  Jap- 
anese imports  to  the  U.S.  He  had 
helped  negotiate  the  voluntary 
quotas  on  Japanese  steel  and  textile 
imports  to  the  U.S. 

Now,  says  Mills,  Congress  should 
at  least  instruct  the  President  to 
renegotiate  existing  trade  agree- 
ments to  include  a  clause  to  pro- 
tect U.S.  markets  from  disruption. 

But  will  there  be  broader— pre- 
sumably more  protectionist— trade 
legislation  next  year?  "Only  as  a 
last  resort,"  Mills  told  Forbes.  Are 
we  close  to  the  "last  resort"?  Asked 
by  Forbes,  Mills  hedged,  but  said 
he  is  suspicious  of  the  preferential 
agreements  being  made  by  the  Eu- 
ropean Communities  which,  he 
says,  make  a  mockery  of  the  gen- 
eral agreement  on  tariffs  and  trade. 

Mills  has  a  keen  ear  for  con- 
gressional thinking.  He  knows  that 


Mitls  of  Ways  &  Means 


Congress  is  under  pressure  from  or- 
ganized labor  and  industries  hurt 
by  imports.  He  has  a  reputation  for 
knowing  when  an  idea's  time  has 
come— or  gone.  "Past  zeal  concern- 
ing the  benefits  of  freer  trade,"  he 
says,  should  not  "again  blind  us  to 
the  real  world  as  it  actually  exists 
in  the  trading  markets."  ■ 


Time  Heals  .  .  , 

Irving  Wenger's  family  has  been 
in  the  watch  business  for  100  years. 
But  49  years  ago,  in  Kharkov,  the 
Russian  Revolution  got  round  to 
closing  down  the  family  business. 
So  the  family  (Irving  Wenger  was 
ten  years  old)  came  to  Canada,  set 
up  business  again  in  1925  and  for 
years  imported  and  wholesaled 
Swiss  watches  in  their  new  land. 


Wenger  of  Wenger's  Ltd. 


Five  years  ago  another  crisis 
brought  the  Wengers  full  circle. 
With  Irving  Wenger  heading  the 
family  firm,  the  Swiss  suppliers  tried 
to  increase  their  profits  by*squeez- 
ing  those  of  the  wholesaler.  "The 
Swiss  figured  they  owned  the  mar- 
ket," says  Wenger.  The  Swiss,  of 
course,  are  the  world's  largest  pro- 
ducers of  watches.  But  they  didn't 
reckon  on  the  world's  second-larg- 
est producers.  Wenger  did,  and  ap- 
proached the  Russians.  Too  soon. 

"The  Russians  had  the  principles 
of  good  watchmaking  down  fine," 
says  Wenger,  "but  they  weren't 
good  at  finishing  the  watch.  We 
had  to  educate  them.  But  they  ap- 
plied themselves,  and  they  learned." 

That  took  about  three  years,  but 
for  two  years  now  Wenger  has 
been  bringing  Russian  17-jewel 
watches  into  Canada  and  selling 
them  at  prices  competitive  with 
Timex.  He  is  doing  over  $3  million 
in  sales,  presumably  at  a  good  prof- 
it margin.  As  a  sideline,  Wenger 
also  wholesales  Russian  35mm 
cameras  in  the  U.S.  and  Canada. 
Which  brings  up  the  question: 
Would  the  U.S.  face  a  Russian  con- 
sumer goods  invasion  if  it  granted 


most-favored-nation  status  to  the 
Soviet  Union?  Not  really. 

Wenger  points  out  that  most 
Russian  exports  go  to  the  huge 
captive  market  of  the  Eastern 
bloc.  "These  people  don't  know 
they  could  be  getting  better  prod- 
ucts cheaper.  When  the  Russians 
face  competition  in  the  Free  World, 
they  don't  measure  up."  Still,  the 
Russians  are  interested.  Wenger  re- 
cently took  a  delegation  of  17  Ca- 
nadian jewelers  to  Russia,  is  going 
again  soon  with  a  troupe  of  Ameri- 
cans and  Canadians. 

"The  name  of  the  animal  you 
deal  with  in  Russia  is  different," 
says  the  59-year-old  Canadian.  "He 
is  a  government  functionary,  not  a 
businessman.  One  other  thing,  you 
can  push  with  the  Russians.  With 
the  Japanese,  for  example,  you  can 
put  something  on  the  table,  but  you 
can't  push.  You  can  talk  turkey 
with  the  Russians." 

Then  he  adds:  "We  deal  fairly 
with  them.  Some  Westerners,  you 
know,  think  dealing  with  the  Rus- 
sians is  a  license  to  steal."  And 
that's  .something  that  has  never 
Ixjen  said  with  respect  to  the  Japa- 
nese, or  the  Swiss.  ■ 
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And  most  of  them  don't  like  to  use  print  to  dupli- 
cate their  television  buy  any  more  than  you  do. 
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Sources:  Simmons,  Starch 


This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


2,296,000  Shares 

I.  M.  S.  International,  Inc. 

Common  Stock 

(Par  Value  $.01  per  Share) 


Price  $25  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


White,Weld&Co. 

Incorporated 


Blyth  &  Co.,  Inc. 

Hornblower  &  Weeks-Hemphill,  Noyes 


duPont  Glore  Forgan 

Incorporated 


Goldman,  Sachs  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Stone  &  Webster  Securities  Corporation 
Basle  Securities  Corporation 


Kidder,  Peabody  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Wertheim  &  Co.,  Inc. 


Halsey,  Stuart  &  Co.  Inc. 
Loeb,  Rhoades  &  Co. 


Smith,  Barney  &  Co. 

Incorporated 

Bache  &  Co. 

Incorporated 

EuroPartners  Securities  Corporation 


A.G.Becker  &  Co. 

Incorporated 

E.F.Hutton&  Company  Inc.     Paribas  Corporation     Reynolds  Securities  Inc.     Shearson,  Hammill  &  Co. 

Incorporated 

SoGen  International  Corporation                   Swiss  American  Corporation  UBS-DB  Corporation 

ABD  Securities  Corporation               American  Securities  Corporation  Baer  Securities  Corporation 

Bear,  Stearns  &  Co.       Alex.  Brown  &  Sons       Burnham  &  Company  Inc.  CBWL-Hayden,  Stone  Inc. 

Clark,  Dodge  &  Co.       Dominick  &  Dominick,       F.  Eberstadt  &  Co.,  Inc.  Elkins,  Morris,  Stroud  &  Co. 

Incorporated  Incorporated 

Robert  Fleming  Harris,  Upham  &  Co.  Hill  Samuel  Securities  W.  E.  Hutton  &  Co. 

Incorporated  Incorporated  Corporation 

Kleinwort,  Benson      F.  S.  Moseley  &  Co.      New  Court  Securities  Corporation       R.  W.  Pressprich  &  Co. 

Incorporated 

F.  S.  Smithers  &  Co.,  Inc. 


Incorporated 

L.F.  Rothschild  &  Co 


Shields  &  Company 

Incorporated 

Thomson  &  McKinnon  Auchincloss  Inc.     Spencer  Trask  &  Co.     G.  H.Walker  &  Co.     Walston  &  Co., Inc. 

Incorporated  Incorporated 

Arnhold  and  S.  Bleichroeder,  Inc.  Faulkner,  Dawkins  &  Sullivan  Model,  Roland  &  Co.,  Inc. 

Securities  Corp. 

New  York  Hanseatic  Corporation         Oppenheimer  &  Co.        Weeden  &  Co.        Weis,Voisin  &  Co.,  Inc. 

Incorporated 

Edwards  &  Hanly    Halle  &  Stieglitz,  Inc.    Mitchell,  Hutchins  Inc.    Putnam,  Coffin,  Doolittle,  Newburger 

Division  or  Advest  Co. 

William  D. Witter,  Inc.  Andresen  &  Co.  The  Dominion  Securities  Corporation 

The  Nikko  Securities  Co.  International,  Inc.  Nomura  Securities  International  Inc. 

Ultrafin  International  Corporation       Wood,  Walker  &  Co.       Abraham  &  Co.      Coggeshall  &  Hicks  Inc. 
First  Harlem  Securities  Corporation     Havenfield  Corporation     Herzfeld  &  Stern     Sterling,  Grace  &  Co. 


June  28.1972 


Incorporated 


The  Funds 


No  Redemption  Problems  Here 


Merrill  Lynch,  Pierce,  Fenner  & 
Smith  sells  mutual  funds  now,  has 
for  several  years,  but  strangely 
it  doesn't  sell  its  own  funds. 

Yes,  Merrill  Lynch  does  own  a 
couple  of  mutual  funds.  It  picked 
them  up  late  in  1969  when  it 
bought  the  big  investment  and 
economic  counseling  finn  of  Lionel 
D.  Edie  &  Co.  Both  funds  are  what 
used  to  be  known  as  perfonnance 
funds,  but  are  now  more  politely 
called  growth  funds.  And  both  of 
them  have  done  quite  well.  Why 
doesn't  Merrill  Lynch  sell  its  own 
funds?  Partly  because  there  might 
be  a  conflict  of  interest  involved. 
And  partly  because,  since  they  are 
both  no-load  funds,  there'd  be  noth- 
ing in  it  for  Merrill  Lynch  salesmen. 

Never  mind,  Edie  never  wanted 
the  funds  to  be  all  that  big.  There 
were,  moreover,  plenty  of  Edie 
customers  who  didn't  want  to  put 
all  their  money  into  a  growth  fund 
but  would  put  in  some  of  it;  the 
funds  were  ideal  for  that  purpose. 

Even  with  that  nucleus  the 
funds— Edie  Special  Growth  Fund 
and  Edie  Special  Institutional,  with 
virtually  identical  portfolios— still 
had  to  perfoiTn  if  they  ever  were  to 
get  out  of  a  limited  market.  And 
perfomn  they  have,  after  a  rather 
shaky  start.  The  shares  of  Edie 
Special  Growth  Fund  were  brought 
out  in  late  1969  at  $20  when  the 
market  was  careening  downward,, 
and  by  May  1970  per-share  asset 
value  had  fallen  to  a  low  of  $14.19. 
But  by  the  end  of  1970  the  two 
funds  were  only  a  few  percent- 
age points  below  their  levels  at  the 
start  of  the  year.  Since  then  the 
funds  have  really  come  into  theii- 
own,  with  a  36%  gain  in  1971  and 
a  23%  increase  so  far  in  1972, 
which  puts  them  among  the  top 
15  performers. 

Today  the  combined  assets  of 
the  two  funds  are  around  $100 
million,  up  from  $12  million  in  Jan- 
uary 1970.  New  money  has  been 
pouring  in  at  the  rate  of  $700,000 
a  week  (it  was  up  to  $1.2  million 
in  April  and  May  when  the  mar- 
ket was  booming),  in  contrast  to 
the  substantial  outflow  of  money 
from  the  fund  industry  as  a  whole 
this  year.  Part  of  the  money  is  com- 
ing in  because  of  hot  performance. 
However,  Richard  P.  Carney, 
Edie's   33-year-old   portfolio   man- 


ager, insists  that  some  of  it  stems 
from  the  nature  of  Edie's  clients. 

"For  one  thing,"  he  says,  "we 
get  pension  and  profit-sharing  mon- 
ey that  comes  in  on  a  fairly  system- 
atic basis,  regardless  of  what  the 
market  is  doing.  For  another,  many 
of  our  fundholders  are  professionals 
like  doctors,  lawyers  and  dentists 
who  have  found  Edie  by  them- 
selves. They  get  hold  of  the  rank- 
ings of  no-loads,  see  Edie's  results, 
check  into  us  and  buy.  They  aren't 
in  for  a  fast  turn." 

It  takes  no  genius  to  guess  that 
Edie  didn't  get  the  kind  of  perfor- 
mance it  did  by  buying  blue-chip 
stocks.  What  kind  of  stocks  did  it 
buy?  Well,  Levitz  is  in  the  portfolio 
(the  Edie  funds  did  very  well  on 
it,  getting  in  in  May  1970).  So  is 
Wells,  Rich  &  Greene,  Inc.,  the  big, 
famous  New  York  advertising  agen- 
cy, Monroe  Auto  Equipment  and 
Standard  Brands  Paint.  But  those 
four  about  exhaust  the  well-known 
names.  More  common  are  stocks 
like  Farah  Manufacturing  (slacks); 
Tool  Research  &  Engineering  (spe- 
cialty metals);  Masco  (plumbing 
supplies);  Stemco  Industries  (trop- 
ical fish);  Church's  Fried  Chicken; 
Vetco  Offshore  (oil  and  gas  drilling 
equipment). 

Carney  is  quick  to  emphasize 
that  he's  not  running  the  kind  of 
portfolio  that  put  Enterprise  Fund, 
for  example,  on  the  skids  in  1970. 
Says  he:  "We  hold  no  letter  stock, 
and  we  buy  companies  with  an  es- 
tablished track  of  earnings  even 
though  they  are  quite  small."  In 
other  words,  no  start-up  situations 
and  no  buying  of  negative  earn- 
ings per  share.  What  Carney  looks 
for,  instead,  from  a  master  list  of 
100  companies  that  he  monitors, 
is  "a  company  that  is  among  the 
leaders  in  its  industry,  has  a  return 
on  investment  in  excess  of  20%,  a 
better  than  15%  annual  rate  of 
growth  in  earnings  for  at  least  five 
years,  a  low  dividend  payout  and 
little  or  no  debt." 

Not  many  stocks  fill  that  bill  of 
particulars,  but  apparently  this  ap- 
proach is  possible  today  for  a  small- 
er mutual  fund  like  Edie,  which 
holds  only  41  issues.  However,  a 
premium  price /earnings  multiple 
(around  30)  has  to  be  paid  for  this 
kind  of  quality  performance.  Says 
Carney,  "We  are  willing  to  pay  for 


Carney  of  £die  Fund 


it  because  we  expect  it  to  be  main- 
tained and  even  increased  when  it 
is  'discovered'  by  Wall  Street." 

Of  course,  sometimes  Carney  is 
premature,  or  he  may  "discover"  a 
company  shortly  before  it  runs  out 
of  gas.  His  portfolio  has  a  number 
of  securities  selling  below  cost,  but 
by  and  large  these  are  the  excep- 
tions. The  big  question  is.  What 
happens  if  the  fund  soon  gets  so  big 
that  there  are  not  enough  compa- 
nies around  that  meet  the  stiff  cri- 
teria? In  fact,  Carney  admits  this  is 
already  starting  to  become  a  prob- 
lem because  of  the  sharp  rise  in  the 
multiples  of  consumer  services 
stocks,  where  the  Edie  funds  have 
most  of  their  investments.  As  a  re- 
sult, says  Carney,  "We  are  looking 
at  technology  stocks  which  are  be- 
ing accorded  lower  multiples  but 
which  have  good  records." 

If  that  peters  out,  the  next  step 
would  be  a  halt  in  taking  new 
money,  as  the  T.  Rowe  Price  New 
Horizons  Fund  did,  until  more  sit- 
uations become  available.  After  all, 
the  parent  company  will  hardly 
notice  the  difference  if  a  couple  of 
small  parts  of  its  business  stop 
growing  for  a  while.  That's  one  of 
the  virtues  of  being  big  and  diversi- 
fied like  Merrill  Lynch.  ■ 
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This  annoiiticeinent  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  o7ily  by  the  Prospectus. 

June  23,  1972 

827,070  Shares 


GABLE 

INDUSTRIES,,Nc 

Common  Stock 


Price  $27  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  laiufuUy  offer  these  securities  in  this  State. 


Reynolds  Securities  Inc.  The  Robinson-Humphrey  Company,  Inc. 

duPont  Glore  Forgan  Eastman  Dillon,  Union  Securities  &  C^o. 

Incorporated  Incorporatfd 

Hornblower  &  Weeks-Hemphill,  Noyes  Loeb,  Rhoadcs  &  Co.   Salomon  Brothers 
Smith,  Barney  &  Co.     E.  F.  Hutton  &  Company  Inc.     Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 

Bear,  Stearns  &  Co.  A.  G.  Becker  &  Co.  Alex.  Brown  &  Sons 

Incorporated 

Burnham  &  Company  Inc.  CBWL-Hayden,  Stone  Inc. 

Clark,  Dodge  &  Co.  Dominick  &  Dominick,  F.  Ebcrstadt  &  Co.,  Inc. 

Incorporated  Incorporated 

Equitable  Securities,  Morton  &  Co.     Robert  Fleming      Harris,  Upham  &  C-o. 

Incorporated  Incorporated  Incorporated 

Hill  Samuel  Securities  Corporation   W.  E.  Hutton  &  Co.    R.  W.  Pressprich  &  C-o. 

Incorporafeei 

Shields  &  Company  Thomson  &  McKinnon  Auchincloss  Inc. 

Incorporated 

G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc.  Cazenovc 

Incorporated  Incorporated 
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Composed  of  the  following: 
Production 

•  How  mucfi  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
^Depf.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept,  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


Which  Way  Will  It  Go? 


For  some  months  now,  the  stock 
market  has  been  hke  that  little  girl 
of  yesteryear  who  was  too  precious 
to  scold  and  too  naughty  to  kiss.  On 
an  overall  basis,  investors  in  common 
stocks  have  not  been  getting  far  in  ei- 
ther direction— unless  they  have  been 
exceptionally  fortunate  or  exception- 
ally unfortunate  in  their  holdings.  For 
the  past  three  months  or  longer, 
stocks  have  dropped  back  every  time 
they  looked  as  if  they  might  go  ahead. 
Likewise  they  have  gone  ahead  (a 
little)  mqst  every  time  they  have 
dropped  back. 

Market  letter  writers,  in  describing 
this  situation,  record  that  the  list  is 
"in  a  trading  range"  and  point  out 
that  sooner  or  later  it  must  break  out 
in  one  direction  or  the  other.  As  a 
reader,  you  are  expecting  me  to  tell 
you  in  which  direction  the  cat  will 
jump.  It  is  deflating  to  reply  that  I 
am  watching  that  cat  too;  and  that  my 
eyes  constantly  are  shifting  from  the 
right  to  the  left,  and  then  from  the 

Mr.  Hooper  is  associated  with  tlie  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


left  to  the  right.  I  can  only  give  you 
^  my  admittedly  confused  thinking. 

I  start  out  with  the  frank  admission 
that  I  continually  find  more  stocks 
that  I  would  like  to  sell  than  stocks 
that  I  would  like  to  buy.  Then  I  run 
smack  into  the  problem  of  what  I 
would  do  with  the  money  if  I  sold 
stocks.  Normally  I  would  buy  bonds  or 
just  hold  cash.  If  I  do  that,  however, 
I  am  exposing  my  assets  to  the  prob- 
lems of  inflation.  As  surely  as  I  know 
anything,  I  know  that  the  buying 
power  of  the  dollar  will  continue  to 
depreciate.  If  I  sell  and  hold  cash,  I 
have  to  assiime  that  the  buying  pow- 
er of  the  dollar  will  appreciate  in  the 
stock  market  (stocks  will  decline),  or 
in  the  real  estate  market,  even  if  the 
dollar  depreciates  in  buying  power 
elsewhere.  The  chances  are  that  I 
will  be  uncomfortable  with  cash,  and 
perhaps  do  the  wrong  thing  at  the 
wrong  time. 

So  I  suppose  I  vvdll  continue  to  do 
just  what  most  other  common  stock 
investors  are  doing.  I  will  raise  a  little 
cash  here   and  there    (probably  not 


much)  just  because  I  think  I  should 
sell  something.  Then,  instead  of  keep- 
ing it,  sooner  or  later  I  will  be  tempt- 
ed to  buy  something  that  looks  good. 
The  cash  will  bum  a  hole  in  my  pock- 
et. What  I  am  saying  is  that  I  will  be 
like  most  people— I  will  probably 
not  act  decisively. 

Not  many  people,  you  know,  ever 
make  money— they  think  they  are  sell- 
ing at  the  top  and  buying  at  the  bot- 
tom, but  more  money  is  lost  (or  not 
"made")  by  trying  to  do  exactly  this 
than  in  any  other  stock  market  prac- 
tice. Money  is  made  by  being  "in"  or 
"out"  of  the  right  stock,  probably  not 
at  exactly  the  best  time. 

One  thing,  I  think,  can  be  said  with 
absolute  assurance  that  I  will  be  right. 
If  there  should  be  an  important  cor- 
rection in  the  market,  or  a  sharp  spill, 
the  stocks  that  will  go  down  most  will 
be  those  that  have  gone  up  most,  in 
this  case  the  overpopular  "growth" 
issues  held  so  widely  by  performance- 
seeking  people  and  funds.  The  stocks 
that  will  go  down  least  are  the  un- 
popular cyclical  issues  that  perfor- 
mance people  have  avoided.  That's  one 
reason  why  I  think  the  international 
oils,  discussed  in  the  previous  column, 
are  desirable  investment  holdings. 

The  bank  shares  appeal  to  me  also, 
especially  the  shares  of  regional 
banks.  Not  a  few  of  them  are  selling  at 
9  to  12  times  earnings,  or  at  a  lower 
P/E  than  the  DJI,  which  now  sells 
at  a  multiple  of  around  15.  Usually 
bank  shares   have   sold  at  a  higher 
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multiple  than  the  Dowf  and  usually 
they  have  not  sold  approximately  on 
par  with  the  electric  utiUties,  as  they 
do  now.  Interest  rates  will  not  be 
much  lower  in  a  period  of  inflation, 
and  that  is  favorable  to  bank  earn- 
ings. Again,  the  banks  are  to  some  ex- 
tent inflation  protected.  Loan  risks 
should  be  smaller  at  a  time  when 
debtors  are  able  to  pay  off  in  dollars 
cheaper  than  they  borrowed;  and  the 
liabilities  of  banks  are  dollars,  the 
same  as  their  assets  are  dollars. 

There  are  many  regional  banks  in 
which  to  invest.  The  chances  are 
that  most  readers  are  familiar  with  a 
bank  local  to  them.  A  few  of  the  larger 
good  ones  that  sell  at  a  reasonable 
price  are  Cleveland  Trust  (81),  earn- 
ing about  $9  a  share;  First  National  of 
Boston  (68  before  the  pending  2-for-l 
split ),  earning  about  $7  on  the  pres- 
ent stock;  and  First  Wisconsin  Bank- 
shares  (36),  local  to  Milwaukee, 
which  should  earn  $3.70  this  year. 

The  wave  of  liquidation  in  the  open- 
end  mutual  funds  has  slopped  over 
into  the  closed-end  funds,  many  of 
which  now  are  selling  at  an  uncom- 
mon discoimt  below  breakup  value. 
One  of  the  highly  regarded  ones  with 
an  excellent  record  is  Lehman  Corp. 
(17),  lately  available  at  a  discount  of 
around  16%  from  an  asset  value  of 
about  $20.25  a  share.  ,At  the  end  of 
May  the  discount  was  as  high  as  18%. 
Back  in  1964-67,  when  this  fund  ha- 
bitually sold  at  a  discount,  the  dis- 
count was  in  an  area  ranging  between 
3%  and  17%.  In  the  succeeding  1968- 
70  period  the  premium  rose  as  high 
as  25%,  with  a  premium  of  10%  or  15% 
representative.  Lehman,  which  never 
has  sought  performance  at  too  high  a 
risk,  has  done  well  this  year.  Asset  val- 
ue was  $17.67  at  the  end  of  1971, 
$19.66  at  the  end  of  March  and  re- 
cently better  than  $20. 

Speculating  on  Spin-offs 

Longtime  readers  will  recall  the 
writer's  enthusiasm  about  Interna- 
tional Telephone  (now  around  52) 
in  the  preconglomerate  days.  Later  I 
became  less  partial  to  the  stock  be- 
cause of  my  well-known  hostility  to 
the  conglomerate  movement  and  be- 
cause of  my  concern  about  one- 
man  domination  of  this  heterogeneous 
giant.  In  all  justice,  however,  it  must 
be  recognized  that  Harold  Geneen  has 
done  a  better  job  with  his  company 
than  has  any  other  conglomerate  ex- 
ecutive. The  recent  weakness  in  the 
stock  has  been  due  to  some  bad  pub- 
licity and  to  some  troublesome  law- 
suits. Although  I  still  wonder  what 
will  happen  to  this  company  after  Ge- 
neen (who  is  neither  young  nor  im- 
mortal), I  am  begiiming  to  be  interest- 
ed in  ITT  stock  again.  I  suspect  that 


there  will  be  quite  a  number  of  de- 
conglomerating  sell-offs  (like  Avis  and 
Canteen  Corp.)  and  perhaps  spin- 
offs. The  parts  may  be  worth  much 
more  than  the  whole.  In  cases  like  this, 
they  usually  are. 

Profits  for  Steel 

In  late  weeks  it  has  seemed  like 
whipping  a  dead  horse  to  enthuse 
about  the  steels.  The  industry's  earn- 
ings comparisons  for  the  first  half  year, 
to  be  published  during  this  month, 
will  not  be  pleasant  reading,  since 
profits  for  the  first  half  and  especial- 
ly for  the  Jime  quarter,  will  be  viewed 
against  the  strike-preparation  profits 
for  the  similar  periods  of  1971.  The 
second  half,  however,  will  tell  an  en- 
tirely different  story.  We  will  be  read- 
ing comparisons  with  the  exceeding- 
ly poor  results  in  the  third  and  fourth 
quarters  of  last  year.  I  still  like  Beth- 
lehem Steel  (29)  as  the  best  of  them 
all,  and  Wheeling-Pittsburgh  (21) 
if  you  want  a  highly  leveraged  spec- 
ulative comeback  equity.  One  of  the 
advantages  of  Bethlehem  is  that  it 
won't  have  trouble  in  lifting  its  divi- 
dend because  of  Phase  2  dividend 
regulations.  A  company  like  Nation- 
al Steel  will  be  more  restricted  in  divi- 
dend policy;  it  did  not  cut  its  dividend 
as  Bethlehem  did. 

Arizona-Colorado  Land  &  Cattle 
(25)  still  looks  like  an  excellent  stock 
to  put  away  and  forget  for  a  while  for 
reasons  given  in  my  column  in  the 
June  1  issue.  However,  that  sharp 
rise  from  19^2  to  275K  should  be  fol- 
lowed by  a  period  of  digestion.  I 
would  accumulate  it  slowly  when  the 
price  is  soft. 

There's  nothing  wrong  with  Feder- 
al National  Mortgage  (20),  and  I 
would  hope  for  earnings  of  around  50 
cents  a  share,  perhaps  a  little  more,  for 
the  June  quarter.  With  per-share  earn- 
ings increasing  at  the  rate  of  perhaps 
20%  this  year,  as  against  a  spectacular 
650%  last  year,  and  with  so  many  more 
shares  issued  since  the  4-for-l  split,  it 
is  not  as  "fast"  a  stock  as  formerly.  An 
earnings  multiple  of  14  or  15  would 
seem  more  logical  than  the  current 
multiple  of  10.  The  decided  lengthen- 
ing of  average  debt  maturities  has 
eliminated  former  great  vulnerability 
to  rising  short-term  interest  rates, 
which  hurt  so  much  back  in  1970.  In 
relation  to  its  potential  and  quality, 
the  stock  is  cheap. 

I'm  taking  a  month's  vacation,  so 
my  column  will  not  appear  again  till 
either  the  Aug.  15  or  the  Sept.  1  is- 
sues, depending  on  how  well  the  fish 
bite  in  Newfoundland.  I  hojie  my 
friends  will  look  on  these  lapses  as  no 
more  than  a  substitute  for  retirement. 
I'm  not  going  to  retire.  It  is  too  much 
fun  to  keep  busy.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


What's  Wrong  With  The  Market? 


The  first  few  months  of  this  year 
were  pretty  good  for  Wall  Street.  The 
S&P  industrial  and  composite  averages 
reached  all-time  peaks  late  in  May. 
It  was  not  by  much,  but  it  kept  the 
bull  market  image  intact.  Ever  since, 
however,  the  stock  market  has  been 
slipping,  at  times  at  a  rather  unnerv- 
ing rate.  Considering  the  generally 
healthy  state  of  our  economy,  the 
obvious  question  to  ask  is :  WHY? 

Well,  quite  a  few  people,  and  not 
only  Wall  Streeters,  blame  it  on  Mc- 
Govern.  Politicians,  especially  if  they 
are  not  yet  well  known  nationally,  of- 
ten make  some  rather  wild  statements 
to  attract  attention  and  to  make  the 
headlines  in  order  to  win  the  Presi- 
dential primaries.  I  don't  think  we 
should  take  everything  that  Senator 
McGovern  has  said  in  his  campaign 
at  face  value.  Presidential  hopefuls 
usually  make  promises  which  they 
know  are  unrealistic  and  cannot  be 
kept.  However,  by  the  time  a  candi- 
date gets  elected  and  then  sits  down 
at  that  desk  where  the  buck  stops,  as 
former  President  Harry  Truman  used 
to  say,  the  new  President  will  have  to 
face  realities. 

Some  parts  of  George  McGovem's 
program,  if  one  may  call  it  that,  are 
indeed  unorthodox.  This  does  cause 
concern,  and  one  need  not  be  either 
a  multimillionaire  or  an  archconserva- 
tive  to  have  rather  grave  misgivings. 
Yet  even  if  McGovem  should  become 
our  next  President,  the  legislative 
branch  of  our  Government  is  unlikely 
to  be  equally  "radical."  McGovern's 
bark  may  be  worse  than  his  bite,  and 
I  don't  think  we  need  be  unduly  and 
prematurely  alarmed  about  what  he 
would  do  if  he  should  win  the  elec- 
tion in  November.  And  I  would  not 
count  on-that. 

The  world's  two  leading  currencies, 
the  pound  and  the  dollar,  have  once 
again  been  subjected  to  bear  raids  on 
a  major  scale.  The  pound  has  suc- 
cumbed and  is  now  floating.  And  the 
dollar?  Our  European  friends,  or 
should  I  say  "friends,"  insist  that  it  be 
"convertibje."  Convertible  into  what? 
Into  gold?  That  is  absurd.  A  com- 
modity whose  price  depends  on  the 
wiiims  of  a  small  and  economically 
unimportant  country  that  can  decide 
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on  its  own  whether  to  sell  the  newly 
mined  gold  or  to  withhold  it  from 
the  market  cannot  and  should  not  be 
considered  a  suitable  anchor  for  the 
currencies  of  the  Free  World. 

The  two  Anglo-Saxon  currencies  are 
fully  convertible,  not  into  gold,  to  be 
sure,  but  into  a  huge  variety  of  manu- 
factured goods  and  basic  commodities. 
It  is  true  that  the  buying  power  of 
the  dollar  has  diminished,  but  in  re- 
cent years  this  shrinkage  has  been  at 
a  lesser  rate  than  was  experienced  by 
certain  other  European  currencies 
which  are  now  considered  "hard." 
The  so-called  Eurodollar  problem  is 
primarily  a  European  one. 

It's  too  bad  that  the  Smithsonian 
Agreement,  which  oftered  hope  of 
monetary  stability  for  a  more  extend- 
ed period  of  time,  came  to  grief  so 
soon.  The  resulting  unsettlement  is  not 
good  for  our  stock  market  because 
foreign  investors  once  again  will  think 
twice  before  compounding  the  usual 
stock  market  risk  by  adding  an  ex- 
change risk  of  unknown  dimensions. 
Let  us  not  forget  that,  for  example, 
the  D-mark  value  of  American  stocks 
is  down  about  25%  as  a  result  of  the 
three  revaluations  of  the  mark  since 
1961.  As  far  as  a  German  investor  is 
concerned,  the  DJI  at  935  is  really 
equivalent  to  only  700.  The  Tokyo 
stock  market,  by  comparison,  has 
been  far  more  beneficial  to  the  Eu- 
ropean investor  than  the  New  York 
Stock  Exchange.  The  understandable 
reluctance  of  foreigners  to  buy  our 
stocks  certainly  has  been  and  still  is  a 
negative  factor. 

Sfrange  BuW  Market 

I  am  not  quite  sure  that  the  bull 
market  of  1970-72  is  still  alive.  There 
is  still  hope  for  a  summer  rally,  and 
usually  stock  prices  are  higher  in  De- 
cember than  in  June,  particularly  in 
an  election  year.  Be  that  as  it  may, 
no  one  has  really  had  much  fun  in 
this  stock  market  of  ours  in  recent 
months,  unless  he  happened  to  be  a 
holder,  or  was  a  buyer,  of  Curtiss- 
Wright  stock,  which  more  than  dou- 
bled in  price  from  its  May  low  of 
26J4.  Curtiss- Wright  no  longer  shows 
up  in  Forbes'  roster  of  America's  big- 
gest corporations.  It  would  have 
ranked  fairly  high  in  the  1950s,  when 
the     company's     revenues     exceeded 


$600  million,  and  per-share  earnings 
were  well  over  $5.  The  subsequent 
record  of  this  once-prominent  manu- 
facturing compaiiy  has  been  dismal. 
A  formerly  lush  financial  condition  has 
evaporated;  profits  have  turned  into 
losses;  and  a  30-year  dividend  record 
came  to  an  end  last  year. 

However,  sometimes  it  is  better  to 
be  lucky  than  smart.  About  14  years 
ago  Curtiss- Wright  acquired  the 
North  American  rights  to  a  new  type 
of  rotating  combustion  engine,  but  un- 
til recently  no  one  gave  a  damn.  Now 
it  seems  that  further  development  has 
taken  the  kinks  out  of  the  Wankel 
engine  and  it  may  become  operational 
within  a  few  years— in  automobiles, 
motor  boats,  lawn  mowers  and  snow- 
mobiles. All  sorts  of  companies,  from 
CM  on  down,  have  taken  out  licenses. 
The  magnitude  of  potential  royalties 
is  dazzling  the  speculators.  But  what 
really  makes  it  such  an  intriguing 
speculation  is  that  no  one  can  prove 
for  some  years  to  come  whether  even- 
tual revenues  will  come  up  to,  or  con- 
ceivably exceed,  the  level  of  present 
expectations. 

Be  Cautious 

1  am  a  bit  wary  of  this  kind  of 
market  leadership,  which  is  carried 
on  largely  by  aggressive,  performance- 
oriented  money  managers.  They  put 
other  people's  money  (although,  per- 
haps, also  their  own  jobs)  on  the  line. 
This  sort  of  speculation— or  is  it  gam- 
bling?—does  not  measure  up  to  my 
image  of  a  healthy  market.  A  similar 
outburst  of  enthusiasm  for  Bausch  & 
Lomb's  "Soflens"  came  to  grief,  at 
least  temporarily,  some  months  ago, 
while  the  stock  of  another  institution- 
al favorite,  H.  &  R.  Block,  fell  from  42 
in  March  to  14  in  June. 

Of  course,  Curtiss-Wright's  recent 
market  leadership  was  shared,  though 
in  a  much  less  conspicuous  way,  by 
some  of  the  most  blue-blooded  blue 
chips:  First  National  City  and  J. P. 
Morgan,  Eastman  Kodak  and  Minne- 
sota Mining,  Merck  and  Schering- 
Plough,  to  mention  but  a  few.  But 
what  bothers  me  is  that  there  are  at 
present  far  more  ne\\'  1972  lows  than 
highs.  This  shouk'  not  be  the  case  at 
a  time  when  the  broadly  based  S&P 
"500"  is  still  within  less  than  3%  of  its 
all-time  high.  This  is  the  lack  of 
breadth  that  has  caused  many  of  the 
technical  analysts  to  take  a  rather  dim 
view  of  the  market. 

The  economic  fundamentals,  aside 
from  the  monetary  disturbance,  are 
good.  In  fact,  very  good.  The  histori- 
cal stock  market  odds  for  an  election 
year  also  are  good,  as  are  the  chances 
of  a  late  summer  rally.  But  for  good- 
ness sake,  what's  wrong  with  being  a 
little  bit  cautious  at  this  stage?  ■ 
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TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


Problem  At  Midyear 


Late  last  month  all  major  stock 
price  indices  stood  at  just  about  the 
levels  they  had  first  reached  in  early 
March,  having  retreated  by  relatively 
minor  percentages  from  their  spring 
highs.  They  were  thus  poised  near  the 
lower  boundary  of  a  virtually  flat  four- 
month  trading  range  (in  the  Dow, 
979-918).  The  daily  New  York  Stock 
Exchange  Advance/Decline  Index, 
which  is  a  simple  measure  of  majority 
stock  price  behavior  ("breadth"),  was 
way  out  of  step  with  the  price  indices, 
having  dropped  to  new  1972  lows 
during  the  same  period. 

Overall,  the  market's  perfonnance 
was  probably  not  as  disappointing  as 
the  A/D  Index  might  have  implied, 
but  clearly  more  stocks  were  trading 
nearer  lows  than  highs  for  the  year. 
Most  stock  market  participants  prob- 
ably were  either  barely  in  the  black 
or,  more  likely  perhaps,  in  the  red  for 
the  year's  first  half.  A  majority  of 
technically-minded  analysts  seemed  to 
be  more  or  less  bearish,  but  frus- 
trated because  the  market  had  so  far 
refused  to  break  down.  Most  funda- 
mentally-oriented observers  appeared 
to  be  more  or  less  bullish,  but  frus- 
trated because  the  market  had  so  far 
failed  to  break  the  four  months'  stale- 
mate on  the  upside. 

In  a  word,  stock  market  sentiment 
was  miserable.  Even  those  investors 
who  had  resolutely  concentrated  their 
holdings  in  a  relative  handful  of  "rec- 
ognized" growth  stocks,  which  were 
outperforming  almost  everything  else 
in  sight,  were  fretful.  So  many  of  their 
pets  were  trading  at  extravagant 
price/earnings  ratios  that  seemed  to 
pretty  fully  discount  the  most  glow- 
ing expectations  for  1974  or  1975  or 
1976,  and  so  could  hardly  be  expected 
to  keep  climbing  significantly  during 
tlie  more  visible  future. 

The  broad  mass  of  more  prosaic 
stocks,  meanwhile,  found  it  consider- 
ably more  difficult,  or  even  impossible, 
to  attract  aggressive  buyers,  although 
many  of  them  were  going  at  prices 
which,  relative  to  probable  1972-73 
per-share  earnings,  were  60%  to  80% 
lower  than  the  prices  being  paid  for 
high-growth  favorites.  Such  low  valua- 
tions by  investors  for  the  bulk  of  the 
stock  market's  "standard"  mechandise 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


presumably    reflected    a    confidence 
crisis  of  sorts. 

Under  these  circumstances,  caution 
seemed  to  be  the  better  part  of  dis- 
cretion for  any  stock  market  analyst. 
Besides,  many  of  the  widely  watched 
technical  indicators  were  being  popu- 
larly construed  as  suggesting  that  the 
market's  March-June  trading  range 
would  be  resolved,  sooner  or  later,  by 
a  downside  breakout  into  the  upper 
800s  of  the  Dow.  Indeed,  the  situa- 
tion, as  midyear  approached,  was  at 
least  superficially  reminiscent  of  ear- 
lier occasions  when  the  market-at- 
large  was  soggy,  while  the  general 
stock  averages  were  saying  it  was 
strong  or  holding  its  own.  Many  of 
these  conflicts  ended  in  concerted 
price  declines,  few  of  them  very  pro- 
longed, but  frequently  quite  sharp 
and,  temporarily,  quite  painful. 

Rising^  Profits 

Despite  all  this,  I  am  most  reluctant 
to  join  the  ranks  of  the  timid,  let 
alone  the  ranks  of  the  radical  bears. 
For  one  thing,  perhaps  contrary  to 
popular  impression,  a  majority  of  tech- 
nical indicators  was  still  constructive 
late  last  month  (to  be  exact,  over  68% 
of  the  numerous  measurements  taken 
weekly  by  Merrill  Analysis,  Inc.,  of 
Chappaqua,  N.Y.).  For  another,  I 
think  the  widespread  lack  of  confi- 
dence referred  to  above  was  largely 
misplaced,  if  not  unwarranted  alto- 
gether. Viewed  dispassionately,  the 
"fundamentals"  clearly  seemed  to 
point  to  another  nine  to  12  months  of 
expanding  business  and  rising  profits; 
and  some  economists,  whose  opinion  I 
respect,  saw  reasons  why  these  trends 
could  persist  well  beyond  the  middle 
of  next  year. 

I'm  aware,  of  course,  that  there 
have  been  times  when  it  proved  wise 
to  ignore  the  fundamentals.  In  retro- 
spect, this  approach  seems  to  have 
paid  off  almost  invariably  at  bear- 
market  lows,  but  at  relatively  ad- 
vanced price  levels  only  when  a  busi- 
ness recession  and/or  a  period  of  light 
money  had  to  be  expected.  One  ex- 
ception was  the  1961  bull  market, 
whose  later  stages  developed  signs  of 
marked  piogrcssixc  technical  deterio- 
ration foreshadowing  the  spring  1962 
price  collapse,  which  occurred  despite 
the    absence    of    either    recession    or 
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tight  money.  The  1962  break  seems 
attributable  instead  to  widespread  un- 
bridled speculation  in  many  areas  of 
the  stock  market  during  1961  and 
early  1962.  That  was  when  the  Dow 
Jones  industrial  average  and  the 
Standard  &  Poor's  industrials  rose  to 
record  price/earnings  ratios  of 
23-24:1,  and  public  utilities,  prime 
growth  favorites  then,  sported  an  av- 
erage multiplier  well  above  20. 

Limifed  Speculation 

The  present  situation  is  nothing  like 
that.  Such  reckless  speculation  as 
there  may  have  been  seemed  confined 
to  distinctly  limited  sectors  of  the  mar- 
ket. Certainly,  the  average  industrial 
P/E  ratio  is  far  from  extravagant.  The 
Dow,  near  930,  should  be  able  to 
earn  something  over  $70  "per  share" 
next  year,  which  would  make  its 
"forward"  multiplier  about  13,  well 
within  the  range  of  all  confidence- 
crisis  multipliers  for  the  past  decade 
or  so.  The  S&P  industrials,  near  120, 
might  earn  perhaps  $7.25  in  1973,  for 
an  indicated  multiplier  near  16/2, 
probably  a  good  deal  lower  if  30  or 
40  high-priced,  high-multiple  growth 
favorites  were  excluded  from  this 
broad-based  index.  What's  more,  all 
those  stocks  selling  at  far  below  av- 
erage P/E  ratios  seem  to  place  little 
value  on  probable  earnings  gains  dur- 
ing the  next  12  months,  none  at  all 
on  possible  gains  thereafter.  Instead, 
as  has  already  been  suggested,  such 
stocks  trade  at  no-confidence  prices, 
which  could  well  be  overdiscounting 
fears  that  might  prove  exaggerated 
or  groundless. 

So,  in  the  apparent  absence  of  wild, 
general  speculation,  and  with  no  tan- 
gible prospects  for  a  recession  in  busi- 
ness and  profits  next  year  nor  for  a  ' 
new  money-and-credit  crunch,  I  find 
it  impossible  to  view  the  overall  stock 
market  as  seriously  vulnerable  on 
fundamental  grounds.  On  the  con- 
trary, I  think  that  a  great  many  stocks 
are  by  any  reasonable  standard  under- 
priced  rather  than  overpriced.  That 
is  precisely  why  I  have  been  and  still 
am  unwilling  to  ignore  the  funda- 
mentals in  weighing  the  implications 
of  recently  discouraging  technical 
market  Evidence. 

Remember,  not  all  the  technical 
evidence  was  bearish  at  mid-year.  The 
market  looked  substantially  "oversold" 
in  breadth  at  a  time  when  some  usual- 
ly reliable  seasonal  factors  were  about 
to  come  into  play:  July  and  August 
more  often  than  not  have  produced 
generally  strong  markets,  even  in  Pres- 
idential election  years.  On  the  whole, 
accordingly,  I  suspect  that  a  down- 
side breakout  through  Dow  917,  un- 
less avoided  altogether,  could  be  mar- 
ginal and  short-lived.   ■ 


INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 

Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

Mail  Coupon  for  Free  Prospectus  and  Literature   ^^  IH  HI  I 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-539-1992 


■  One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 

■  NAMF 

1 

■ 

_     AnnRFS.q 

I 

■      niTY                                                               .qjATF 

7IP 

1 

-—J 

This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


::      NEW  ISSUE 


June  28,  1972 


1,700,000  Shares 


TELGpROMPTER 

CORPORATION 

Common  Stock 

(P.ir  Value  $1.00) 


Price  $38.50  per  Share 


Copies   of  the   Prospectus   may  be  obtained  from   the  undersigned  only  in  Stales   where  the 
undersif-ned  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  thereof. 

Allen  8C  Company        Merrill  Lynch,  Pierce,  Fenner  8C  Smith 

Incorporated  Incorporated 

Blyth  Si:  Co.,  Inc.  Drexel  Firestone  duPont  Glore  Forgan 

Incorporated  Incorporated 

Eastman  Dillon,  Union  Securities  8C  Co.     Halsey,  Stuart  8C  Co.  Inc. 

Incorporated 

Hornblower  8C  Weeks-Hemphill,  Noyes       Kidder,  Peabody  8C  Co. 

Incorporated 

Lazard  Freres  8C  Co.        Lehman  Brothers        Loeb,  Rhoades  8C  Co. 

Incorporated 

Smith,  Barney  &  Co.  Dean  Witter  &  Co.  Bache  8C  Co. 

Incorporated  Incorporated  Incorporated 

E.  F.  Hutton  8C  Company  Inc.  Reynolds  Securities  Inc. 


Shearson,  Hammill  8C  Co. 

Incorporated 


Spencer  Trask  8C  Co. 

Incorporated 


FORBES,  JULY   15,    1972 


57 


which  funds 
performed  well 
In  UP  and 
down  markets 


Growth  without  excessive  fluctuations  in  price 
is  an  investment  objective  which  appeals  to 
many  people. 

In  a  FundScope  survey  of  437  mutual  funds,  only 
25  performed  above-average  in  both  the  1966-1968 
bull  market  and  the  1969-1970  bear  market.  Nme 
of  these  29  "middle-of-the-road"  funds  were  TOP 
PERFORMERS  for  the  1966-1970  bear-market  round- 
trip.  FundScope  names  these  funds.  This  16-page 
exclusive  survey  is  yours  as  a  bonus  with  a  trial 
subscription  to  FundScope,  the  monthly  mutual 
fund  magazine  now  in  its  14th  year. 

SPECIAL  OFFER:  (new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscription  to 
FundScope,  a  thinking  man's  guide  to  mutual  funds. 
PLUS-4  big  bonuses  including  the  "Middle-of-the- 
Road  Funds"  survey  and  the  new  532-paee 
April  1972  Mutual  Fund  Guide,  the  new  Bible  of 
the  fund  industry  with  all  the  vital  information  you 
need  on  468  funds.  (GUIDE  ALONE  SELLS  FOR  $15.) 
ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  calL 

FundScope,  Dept.  F-36,  Suite  700 

1900  Avenue  of  the  Stars 

Los  Angeles,  California  90067 


HONTOmVEST 


No  load  Energy  Fund  invests  primarily 
in  companies  engaged  in  production, 
transmission,  marketing,  research, 
measurement  and  controls  of  energy 
Send  for  prospectus 

NO  LOAD  •  NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Individual,  corporate 
and  self-employed 
(Keogh)  investment 
plans  available. 


Eneriy  Fund  120  Broadway 
New  York,  N.  Y.  lOOOS  Dept.    FH 
(212)  344S300 

Please  send  me  free  prospectus  and 

other  material  including  your  complete  record. 


MdrtU- 

|_Citjr_ 


.state 


Zip- 


OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


'Wanke/-Mood''-/s  It  Madness? 


The  U.S.  market  has  been  in  what  I 
would  like  to  characterize  as  a  "Wan- 
kel-mood."  Not  only  have  stocks  oi 
companies  directly  or  remotely  con- 
nected with  the  rotary  Wankel  engine 
done  exceedingly  well,  the  rest  of  the 
market  "wankeled"  ( the  German  word 
Wankelmut  stands  for  vacillation) 
to  nowhere.  My  main  concern,  though, 
is  the  Wankel  motor  rather  than  the 
current  mood  of  the  U.S.  market. 

The  Wankel  story  is  fairly  well 
known  by  now.  The  engine  has  many 
advantages  over  the  reciprocating 
combustion  engine.  It  has  fewer  mov- 
ing parts  and  is  much  smaller  and 
lighter;  it  runs  on  lead-free  fuel  and 
on  a  far  wider  range  of  octane  ratings 
than  conventional  engines.  Also,  the 
exhaust  gas  emissions  are  such  that 
it  is  much  easier  to  get  a  pollution-free 
engine.  This  last-named  advantage 
most  bkely  has  caused  most  experts  to 
forecast  universal  acceptance  and  use 
of  the  engine  by  the  1980s.  General 
Motors  joined  the  growing  number  of 
Wankel  licensees  in  1970  and  appar- 
ently intends  to  bring  the  first  Wankel- 
powered  cars  to  market  in  the  1974 
model  year.  GM's  move  produced  the 
major  symptoms  of  Wankel-fever. 

Most  analysts  have  concluded  that 
Curtiss-Wright  (52)  is  probably  the 
only  way  to  participate  in  the  forth- 
coming Wankel  boom.  Up  to  a  cer- 
tain point— or  rather  a  certain  price 
for  C-W  shares— I  was  of  the  same 
opinion.  Now,  with  the  equity  of  Cur- 
tiss-Wright valued  at  some  $450  mil- 
lion, it  is  time  for  a  look  elsewhere. 

The  Wankel  Overseas 

Only  a  month  ago  a  feature  story  in 
the  Wall  Street  Journal  by  Richard 
Martin  suggested  that  the  best  way  for 
a  company  to  get  its  stock  to  move 
was  to:  1)  rename  the  company  "The 
Wankel  Works";  2)  announce  the 
receipt  of  a  contract  to  make  a  screw 
that  might  be  used  in  Wankel  engines; 
3)  announce  the  hiring  of  three  sci- 
entists to  look  into  Wankel-engine  re- 
search; and,  4)  announce  that  the 
clerk  in  the  shipping  room  has  a  broth- 
er-in-law who  is  thinking  about  buy- 
ing a  car  that  has  a  Wankel  engine. 

I  suggest  that  a  more  productive, 
though  perhaps  less  humorous,  way  to 

Mr.    Oechsle    is   a   vice   president   of   Arnhold   and 
S.  Bleichroeder,  Inc.,  investment  bankers. 


look  at" the  Wankel  picture  is  a  survey 
of  the  foreign  scene. 

The  royalties  from  Wankel  licensees 
are  split  in  varying  proportions,  de- 
pending on  both  locations  of  manu- 
facturer and  market,  among  Curtiss- 
Wright  and  two  German  companies, 
Audi-NSU  and  the  Wankel  Compa- 
nies. Curtiss-Wright  gets  the  lion's 
share  in  North  America.  Audi-NSU 
gets  the  lion's  share  everywhere  else. 
The  Wankel  Companies  get  two-thirds 
the  amount  that  Audi-NSU  gets 
worldwide.  Curtiss-Wright  is  well 
known;  Audi-NSU  is  a  subsidiary  of 
Volkswagen;  and  the  Wankel  Com- 
panies are  80%  owned  by  Lonrho,  a 
little-known  British  conglomerate. 

In  assessing  prospects  of  the  three, 
some  important  points  stand  out: 

•  General  Motors  will  pay,  at  best, 
a  flat  fee  of  $50  million  over  five  years. 
Thus,  more  than  half  the  U.S.  auto 
market,  GM's  half,  will  not  produce 
any  licensing  fees  after  1975. 

•  The  overseas  auto  market  is  big- 
ger than  the  U.S.  market  and  will  con- 
tinue to  grow  at  a  more  rapid  rate. 

•  A  partial  acceptance  of  the  Wan- 
kel engine  is  unlikely.  By  1980  it 
should  either  have  replaced  the  recip- 
rocating engine  or  it  will  have  failed 
to  make  the  grade  altogether. 

A  New  York  investment  firm,  Faulk- 
ner, Dawkins  &  Sullivan,  has  done 
considerable  work  on  the  prospects  of 
the  Wankel  engine.  Based  on  some 
reasonable  assumptions,  Curtiss- 
Wright's  license  income  might  amount 
to  as  much  as  $5  per  share  by  1980. 

What  about  Lonrho,  owners  of  80% 
of  the  original  Wankel  company?  On 
the  basis  of  the  same  assumptions, 
Lonrho  (the  stock  is  currently  quoted 
at  $3  in  London)  would  l>e  taking  in 
approximately  80  cents  in  licensing 
fees.  Its  non-Wankel  business  is  not 
terribly  attractive  by  American  stan- 
dards, and  yet,  ironically,  British  in- 
vestors look  upon  it  as  an  interesting 
speculation,  preci.sely  because  of  its 
non-Wankel  interests.  Most  of  Lon- 
rho's  current  revenues  and  earnings 
come  from  trading,  mining  and  other 
activities  in  Africa.  There  is  also 
the  problem  of  somewhat  strained 
liquidity,  and  a  question  of  whether 
management  has  the  company's  nu- 
merous conglomerate  activities  under 
control.  While  the  stock  is  selling  at 
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only  10  times  current  year's  earnings, 
the  quality  of  earnings  obviously 
leaves  something  to  be  desired.  Still, 
strictly  as  a  speculation  on  the  future 
of  the  Wankel  engine,  it  makes  more 
sense  than  the  alternatives. 

Audi-NSU  is  somewhat  more  com- 
plex. When  VW  acquired  the  compa- 
ny, it  was  forced  to  issue  Wankel  Par- 
ticipation Certificates,  which  are  enti- 
tled to  70%  of  Audi-NSU's  share  of 
royalties  until  1978;  thereafter  their 
percentage  declines  to  zero  by  1983. 
The  1.74  million  outstanding  Wankel 
participation  certificates  are  actively 
traded  in  Germany;  their  total  market 
capitalization  is  currently  about  $50 
million.  Since  they  expire  by  1983 
they  seem  one  of  the  riskier  ways  to 
participate  in  the  future  of  Wankel. 

An  Investment  Grade  Stock 

Quite  the  opposite  is  true  of  Volks- 
wagen. Admittedly  the  company  is 
having  a  number  of  problems,  but 
these  appear  to  be  fully— and  prob- 
ably excessively— reflected  in  the  price 
of  the  stock,  currently  at  47.  This  is 
less  than  book  value  and  less  than  3 
times  cash  flow.  The  same  assump- 
tions that  would  result  in  $5  licensing 
income  per  C-W  share  in  1980  would 
net  VW  close  to  $6  in  1983.  Even 
without  any  Wankel  income,  VW 
could  be  a  very  interesting  turn- 
around situation.  The  company's  18 
million  shares  are  valued  at  only  $800 
million,  while  sales  are  nearly  $6  bil- 
lion. If  and  when  VW  turns  the  comer 
—and  with  its  strong  worldwide  dealer 
organization,  I  believe  this  can  only  be 
a  question  of  when— the  operational 
leverage  will  be  substantial.  VW's  re- 
cent history  and  prospects  are  reminis- 
cent of  Chrysler's  in  the  early  Sixties. . 
All  this  without  Wankel!  Certainly  an 
intriguing  investment. 

Lonrho  is  selling  at  approximately  3 
times  its  Wankel  earnings  potential 
some  ten  years  from  now,  C-W  10 
times,  Volkswagen  8  times. 

What  would  happen  if  the  Wankel 
engine  flops?  Clearly  the  risk  is  great- 
est in  C-W;  at  current  prices  it  also 
appears  to  incorporate  the  least  up- 
side pot-ential.  The  risk  in  Lonrho  is 
substantial  but  probably  less  than  in 
C-W,  and  this  is  offset  by  the  greatest 
upside  potential.  VW  is  the  only  in- 
vestment grade  stock  incorporating  a 
good  "Wankel  play"  at  the  same  time. 

There  is  another  consideration.  For- 
eigners are  less  enthusiastic  about  the 
prospects  of  the  Wankel  engines  than 
are  Americans.  It  could  be  that  the 
U.S.  valuations  of  Curtiss-Wright  are 
excessive.  However,  this  means  merely 
that  under  all  imaginable  circum- 
stances it  makes  a  great  deal  more 
sense  to  speculate  or  invest  in  Lonrho 
or  VW  rather  than  Curtiss-Wright.  ■ 
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n  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 
for  $189. 
If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 

will  be  refunded.     Foreign  rates  available  on  request.  1639 

D  Payment  signature . 

enclosed 


D  Bill  me  for  $189. 
N.Y.  residents  please 
add  applicable  sales 
%     tax. 


NAME  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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$1.50  opens 
your  No-Load 

mutual  fund 
account 

...  in  PRO  Fund.  Objec- 
tive .  .  .  growth  of  capital. 
Send  $1.50  to  open  your 
account.  This  is  a  one  time 
new  account  fee.  You  will 
receive  an  account  number, 
Prospectus  and  other 
information.  NO  SHARES 
ARE  PURCHASED.  The 
$1.50  will  be  returned 
upon  request  if  you  find 
PRO  Fund  is  not  suited  to 
your  investment  needs. 

.^X\  V^FUND, 
\j     INC. 


I    Modern  America 

■    Securities  Corp. 
Valley  Forge,  Pa.  19481 
I    (215)  783-7600 

I  Name 

I  Address 

I 


I 
I 
I 
I 
I 
I 


INTERESTED  IN  MUTUAL  FUNDS? 

DON'T  MISS 
SPECIAL  REPORT  #  12 

GET  eye-opening  results  of 
a  21-year  performance  analysis. 
See  why  NO-LOAD  Funds 

(No  Broker  Fee) 

are  a  wise  investment 
ALSO  receive  current  24 
page  issue  of  Growth  Fund  Guide. 

$[[  •  which  NO-LOADS 

are  leading  the  way  up 

•  Buy-Hold-Sell  advice 

•  Charts  &  Growth  Trend  Lines 

•  Relative  Strength  Report 

•  Sample  Fund  Groups 

•  Most  Desirable  Funds 
BOTH  Special  Report  #12 

&  current  24  page  issue  -REG.  $5 

NOW  ONLY  $1   (new  subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-19,  P.O.  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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READERS  SAY 


( Continued  from  page  10) 

Gunning  Down  Gun  Controls 

Sir:  In  answer  to  your  pro-gun  control 
editorial  "Are  We  Nuts?"  (Fact  ir  Com- 
ment, June  15),  it  is  not  guns  that  kill 
people,  it  is  people  who  kill  people. 

—Roland  D.  Liberda 
Lafayette,  La. 

Sir:  Bravo  for  your  hard-hitting  stand 
against  the  lunacy  of  uncontrolled,  wide- 
spread handgun  ownership. 

—Col.  Earl  W.  Haefner  ( Ret. ) 
Prescott,  Ariz. 

Sir:  Contrary  to  popular  belief,  the 
use  and  ownership  of  pistols  is  stringently 
regulated  in  America.  The  serious  prob- 
lem is  lack  of  enforcement. 

—Jean  F.O.  Imer 
Annandale,  Va. 

Sir:  Is  Freedom  of  the  Press  more 
sacred  than  the  right  to  bear  arms?  I 
think  not!  Loss  of  one  freedom  paves  the 
way  for  a  loss  of  all  others. 

— Sanford  L.  Erickson 
Albuquerque,  N.M. 

Sir:  Drunken  drivers  kill  many  more 
people  than  your  alleged  57  firearms 
deaths  per  diem.  Do  you  advocate  the 
abolition  of  automobile  driving  in  this 
country?  Or  do  you  recomrhend  another 
try  at  Prohibition? 

—John  W.  Connor 
Cincinnati,  Ohio 

Sir:  I  am  not  opposed  to  outlawing 
guns  if  we  will  be  consistent  and  apply 
the  same  logic  to  every  area  of  lawless- 
ness. I  propose  that  we  amputate  every 
penis  because  some  men  use  them  to 
commit  rape. 

—John  W.  Bowles 
Manteo,  N.C. 

How  To  Succeed 

Sir:  I  studied  your  list  of  America's 
highest  paid  executives  (May  15)  be- 
cause, on  occasions  when  I  address  col- 
lege groups,  young  people  want  to  know 
the  "road  to  the  top."  By  far  the  largest 
number  of  chief  executives,  166,  took  the 
route  of  finance  to  reach  the  top.  Nine- 
ty-two climbed  via  business  administra- 
tion. Other  categories  were  sales  (90), 
law  (86),  marketing  (54)  and  engineer- 
ing (47).  The  rest  were  scattered.  Not 
one  of  the  top  executives  was  a  woman. 

—Oscar  Schisgall 
New  York,  N.Y. 

The  Decimated  Dividend 

Sir:  The  dividend  per  share  for  Col- 
lins &  Aikman  Corp.  was  erroneously 
listed  as  $5.45  per  share  (May  15),  rath- 
er than  .54/2  cents. 

— G.F.  Henderson 

Director  of  Budget 

Collins  &  Aikman 

New  York,  N.Y. 


Why  not 
be  seen 
where  your 
customers 

and 
prospects 
are 

looking* 
in  Forbes: 
capitalist  tool 


*More  top  management  men 
in  America's  500  largest  in- 
dustrial corporations  read 
FORBES  regularly  than  read 
Time  or  Business  Week,  or 
Fortune,  or  U.  S.  News  or 
Newsweek  (Erdos  and  Morgan). 


For  people 

who  have  a  thing 

about,  golf. 


«♦ 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  end 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos* 
phere.  Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L.  McEntyre,  General  Manager,  Pal« 
melto  Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
/        (305)  821-1150. 


®JI 


Miami  Lakes  Inn 

€f  Country  Club 


60 


FORBES,  JULY   15,   1972 


Forbes 


Index  of  Advertisers— July  15, 1972 

n  Indicated  below  are  those  general  advertisers  who  will  make  additional  informa- 
tion or  annual  reports  available  to  Forbes  readers  as  stated  in  their  advertisements 
on  the  pages  noted.  Advertisers  designated  with  an  asterisk  '-'  will  provide  informa- 
tion (not  annual  reports)  only  to  those  who  write  directly  on  company  letterhead. 


ABRAHAM  &  COMPANY   54 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


ALLEN  &  COMPANY 

INCORPORATED 57 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


AMERICAN  SMELTING  AND 

REFINING   COMPANY    12 

Agency:  Clyne  Maxon,  Inc. 


AMERICAN  TELEPHONE  & 

TELEGRAPH    CO 16 

Agency:   N.  W.  Ayer  &  Son  Inc. 


[J  AVIS  RENT  A  CAR 

SYSTEM,   INC 9 

Agency:   Benton  &  Bowles,  Inc. 


BLYTH  &  CO.,  INC 39 

Agency:   Doremus  &  Company 


a  CHEMETRON  CORPORATION    43 

Agency:   Buchen  Advertising,  Inc. 


=;:=  CHEMICAL  BANK 11 

Agency:   Benton  &  Bowles,  Inc. 


THE  CITIZENS  AND  SOUTHERN 

NATIONAL    BANK     15 

Agency:  J.  Walter  Thompson  Company 


COMMONWEALTH   CHEMICAL 

SECURITIES,    INC 56 

Agency:  Total  Marketing  Advertising 
Associates,  Inc. 


CONTINENTAL   ILLINOIS 
NATIONAL   BANK  AND  TRUST 
COMPANY  OF  CHICAGO  Back  Cover 

Agency:  Tatham-Laird  &  Kudner,  Inc. 


THE  DANFORTH  ASSOCIATES 61 

Agency:   Wunderman,  Ricotta  & 
Kline,  Inc. 

ENERGY    FUND,    INC.       . 58 

Agency:   The  Leo  Baron  Agency  Inc. 
Advertising 


THE  FLINTKOTE  COMPANY    26-27 

Agency:   Ketchum,  MacLeod  &  Grove 
Inc. 


a  FRUEHAUF  CORPORATION    4 

Agency:   Burton  Sohiglan  Inc. 


FUNDSCPPE      58 

Agency:   Doremus  &  Company,  Ltd. 


GENERAL  ELECTRIC  COMPANY 

MAPCAST       

Agency:   Robert  S.  Cragin,  Inc. 


29 


THE  GREYHOUND 

CORPORATION     3rd   Cover 

Agency:   Grey-North  Inc. 

GROWTH  FUND  RESEARCH,  INC 60 

Agency:   Leiand  Hill  Advertising 

GROWTH  INDUSTRY  SHARES.  INC.   . .    56 

Agency:   Hoffman-York,  Inc. 

a  HANNA   INDUSTRIES    38 

Agency:   Ryan  Advertising 
&  Public  Relations 


HARPER  &  ROW  PUBLISHERS    8 

Agency:   Franklin  Spier  Incorporated 

INDUSTRIAL  CREDIT  PLAN,   INC.     ...      8 

Agency:   Coleman  Advertising 

^;<:   INGERSOLL-RAND    COMPANY      34 

Agency:   Beaumont,  Heller  & 
Sperling,  Inc. 

INTERNATIONAL  BUSINESS 

MACHINES   CORP 32-33 

Agency:  Geer,  DuBois  &  Co.,  Inc. 

DAVID  H.   MENASHE  &  CO 54 

Agency:   Photo  Arts  Offset  Printing 

MERRILL   LYNCH,   PIERCE,   FENNER 

&  SMITH   INC 36 

Agency:   Foote,  Cone  &  BeldIng 

D  MIAMI   LAKES   INN 

&  COUNTRY  CLUB    60 

Agency:   Samuel  B.  Crispin  & 
Associates 

NATIONAL  CAR   RENTAL 

SYSTEM,    INC 25 

Agency:   Richard  K.  Manoff  Inc. 

NICHOLAS  STRONG  FUND,   INC 54 

Direct 


ROWE  PRICE  NEW  ERA  FUND,  INC.         61 

Agency;   VanSant,  Dugdale  and 
Company,  Inc. 

T.    ROWE  PRICE  GROWTH   STOCK 

FUND,    INC 57 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 


PROCORSA,   S.A 56 

Agency:   Interhoteles,  S.A. 

PRO  FUND,   INC 60 

Agency:  Thomas  Flynn 

a  RANDUSTRIAL    CORPORATION      41 

Agency:   Mt.  Pleasant  Advertising,  Inc. 

REYNOLDS    SECURITIES    INC 52 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

SEAGRAM    DISTILLERS  COMPANY 

(SEAGRAM'S  EXTRA  DRY  GIN)    10 

Agency:  Warwick  &  Legler,  Inc. 

THE    SOUTHERN    COMPANY    31 

Agency:    Liller,  Neai,  Battle  & 
Lindsey,  Inc. 

TV  GUIDE   MAGAZINE 

Div.  of  Triangle  Publications,  Inc 49 

Agency:   N.  W.  Ayer  &  Son,  Inc. 

D  TENNECO  INC 2nd  Cover,  3 

Agency:   Bozell  &  Jacobs,  Inc. 

D  U.S.  INDUSTRIES,  INC 6 

Agency:   McCann-Erickson,  Inc. 

THE  VALUE  LINE  INVESTMENT 

SURVEY     59 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

WHITE,  WELD  &  CO. 

INCORPORATED     50 

Agency:   Doremus  &  Company 

XEROX   CORPORATION    44-45 

Agency:   Needham,  Harper  and 
Steers  Advertising,  Inc. 


How  well 

should  you  expect  a 

$5,000,  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  capital  working  continually  to  achieve 
these  goals.  Yet,  perhaps  for  reasons  beyond 
your  control,  you  may  find  that  it  is  not 
growing  as  well  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  64  countries  use  The  Danforth 
Associates  Investment  Management.  The 
professional  supervision  it  offers  can,  we 
believe,  work  to  balance  the  risks  of  com- 
mon stock  investments  and  help  you  better 
achieve  your  capital  goals. 

You  can  start  your  portfolio  under  this 
tested  plan  with  as  little  as  $5,000  in  cash 
or  securities.  The  cost  is  modest,  as  low  as 
$100  a  year. 

For  a  complimentary  copy  of  our  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 5-year  "performance  record"  and  how 
it  may  help  you  now,  simply  write  Dept.  U- 1 6 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  ouSi 

Investment  Management    .    Incorporated  1936 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUND.  INC 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  ir  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  Jfr. 

Rows  Price  New  Era  Fund,  Inc. 
One  Charie*  Center,  Dept.  A6 
Baltimore.  Maryland  21201  (301)  S3MM2 
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.State- 


Zip  Code. 
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A  certain  amount  of  distrust  is 
wholesome,  but  not  so  much  of  oth- 
ers as  of  ourselves.  Neither  vanity  nor 
conceit  can  exist  in  the  same  atmos- 
phere with  it.        —Suzanne  Necker 


The  trust  that  we  put  in  ourselves 
makes  us  feel  trust  in  others. 

—La  Rochefoucauld 


For  employee  success,  loyalty  and 
integrity  are  equally  as  important  as 
ability.  —Harry  F.  Banks 


Ambition  is  so  powerful  a  passion 

in  the  human   breast,   that  however 

high  we  reach,  we  are  never  satisfied. 

— NiccoLO  Machiavelli 


As  I  know  more  of  mankind  I  ex- 
pect less  of  them,  and  am  ready  to 
call  a  man  a  good  man  upon  easier 
terms  than  I  was  formerly. 

—Samuel  Johnson 


Our  great  error  is  that  we  suppose 
mankind  more  honest  than  they  are. 

—Alexander  Hamilton 


No  more  important  duty  can  be 
urged  upon  those  who  are  entering 
the  great  theater  of  life  than  simple 
loyalty  to  their  best  convictions. 

—Edwin  Chapin 


Be  honorable  yourself  if  you  wish 
to  associate  with  honorable  people. 

—Welsh  Proverb 


To  be  ambitious  of  true  honor  and 
of  the  real  glory  and  perfection  of 
our  nature  is  the  very  principle  and 
incentive  of  virtue.       —Philip  Sidney 


A  good  man  it  is  not  mine  to  see. 
Could  I  see  a  man  possessed  of  con- 
stancy, that  would  satisfy  me. 

—Confucius 


To  be  good,  we  must  do  good;  and 
by  doing  good,  we  take  a  suie  means 
of  being  good,  as  the  use  and  exercise 
of  the  muscles  increase  their  power. 

— Tryon  Edwards 


It  is  not  goodness  to  be  better  than 
the  worst.  —Seneca 


B.  C.  FORBES 

Although  hard  to  define,  loy- 
alty is  easy  to  detect.  Let  a 
worker  be  ever  so  brilliant,  ever 
so  brainy,  ever  so  ambitious,  if 
his  employers  know  he  is  not 
loyal  through  and  through,  they 
will  not  for  a  moment  consider 
promoting  him  to  a  position  of 
great  trust  and  responsibility,  for 
disloyalty  breeds  distrust.  "To 
thine  own  self  be  true,  and  it 
must  follow,  as  the  night  the 
day,  thou  canst  not  then  be 
false  to  any  man." 


Responsibility  is  the  highest  praise. 
—Arnold  Glasow 


The  true  worth  of  a  man  is  to  be 
measured  by  the  objects  he  pursues. 

—Marcus  Aurelius 


Everyone  stamps  his  own  value  on 
himself.  The  price  we  challenge  for 
ourselves  is  given  us.  Man  is  made 
great  or  little  by  his  own  will. 

— JoHANN  Schiller 


A  feeling  of  distrust  is  always  the 
last  which  a  great  mind  acquires. 

—Jean  Baptiste  Racine 


To  be  trusted  is  a  greater  compli- 
ment than  to  be  loved. 

-George  MacDonald 


Duty   is    what    one    expects    from 
others.  —Oscar  Wilde 


I  declare  my  belief  that  it  is  not 
your  duty  to  do  anything  that  is  not 
to  your  own  interest.  Whenever  it  is 
unquestionably  your  duty  to  do  a 
thing,  then  it  will  benefit  you  to  per- 
form that  duty.  — E.W.  Hov*^ 


More  than  3,000  "Thoughts"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


While  I  can  crawl  upon  this  planet, 
I  think  myself  obliged  to  do  what  good 
I  can,  in  my  narrow  domestic  spheres, 
to  my  fellow  creatures,  and  to  wish 
them  all  the  good  I  cannot  do, 

—Lord  Chesterfield 


A  Text . ♦ . 


Sent  in  by  Larry  Hendricks,  Val- 
paraiso, Ind.  What's  your  favcjrite 
text?  The  Forbes  Scrapbook  of 
ThouBhts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Recompense  to  no  man  evil  for  evil. 
Provide  things  honest  in  the  sight  of 
oilmen.  —Romans  12:17 
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No  one  can  take  the  ultimate  weight  of  decision-making  off  your  shoulders.  But  the  more  you 


ft 


COMPANY  INDEX 


Admiral    19 

Aerospatiale    34 

Air  France  34 

Airborne    Instruments    32 

AIniaden  Vineyards  53 

American  Cyanamid  36 

American   Research  &  Development  32 

Arvin    Inds    53 

Atalanta   Corp    52 

Bath  Iron  Works  8 

Bendix    19 

Boeing     34 

Joseph   Breck  &  Sons   26 

British   Aircraft  34 

British   Leyland    (Motor  42,  54 

BOAC    34 

British    Petroleum   8 

Caterpillar  Tractor  20 

Chrysier    9 

Cobe  Labs  33 

Consolidated   Freightways  26 

Converse    Rubber   8 

Oassauit-Breguet  34 

Decatur    Income    45 

Delaware  Management  45 

Walt    Disney    Prods    53 

Dow  Chemical  36 

E.I.   du   Pont  36 

ELTRA     8 

Emerson   Radio  &  Phonograph  19 

Engelhard   Minerals  &  Chem  53 

Evans   Prods   9 

Fidelity   Union    Life   Insurance 52 

Financial    Programs   45 

Florida  Gas  53 

Ford  of    Europe  54 

Ford    Motor  20 

Foremost   McKesson  23 

Foxboro  Co  47 

Fruehauf  Corp  26 

GAF  Corp  51 

Gates   Rubber  45 

General  Electric  34 

Georgia-Pacific    25 

B.F.    Goodrich   8 

Goodyear  Tire  &  Rubber 21 

W.R.   Grace  &  Co  9 

Great  Atlantic  &.  Pacific  Tea  26 

Grcylock  Corp  33 

Gulf   States   Utilities   28 

Havatampa  Cigar  S3 

Hawker  Siddeley 35 

Hercules   Inc  36 

High    Voltage   Engineering  32 

Ionics    32 

International   Chemical   &   Nuclear  23 

Iraq    Petroleum    50 

Jack-in-the-Box    39 

Howard   Johnson   39 

ITT-Sheraton    43 

KLM    35 

Kimberly-Clark    25 

Kokusai    Kogyo  Co  43 

Kulik  &   Co   54 

LTV    Aerospace    34 

Litton   Inds  8 

Lockheed   Aircraft  35 

Loeb,  Rhoades  &  Co 33 

Lone  Star  Gas  28 

Lufthansa    35 

Lykes- Youngstown     42 

McDonalds'  39 

McDonnell   Douglat  34 

E.F.   MacDonald  Co  26 

Major    Realty    53 

Marquardt    Aircraft    32 

Merrill  Lynch,  Pierce,  Fenner  & 

Smith    9 

Messcrschmitt-Bolkow-BJohm    34 

Mitsubishi    43 

Mitsui     43 

National    Distillers  &  Chem   53 

National   Union    Electric  19 

Northwest     Inds     48 

Opel  9 

Plastic  Coating  Corp 25 

Procter  &   Gamble  25 

Puget  Sound   Power  II  Lifht  28 

RCA     8 

Ralston    Purina   39 

Rawson    Drug   23 

Research    Cottrell    53 

Rheingold   Corp   53 

Roadway    Express   26 

Rolls-Royce     34 

St.     Regis    Paper    25 

Salomon   Brothers  9 

Sambo's    Restaurant*  39 

Sanwa    Bank    43 

Scott    Paper    .r. 25 

Seatrain    8 

Shopping  Bag*  Food  Store*  26 

Sperry   L    Hutchinson    27 

Standard  Oil  (Ohio)  8 

Stone  &   Webster  Inc  28 

Stone  &  Webster  Securities  28 

Strong  Cobb  Arner  23 

Sumitomo     43 

Taco    Bell    8 

Tecnifax   25 

Tenneco    28 

Tokyu    Group   43 

Transamerica    14 

Transcontinental  Gat  Pipe  Line 28 

Union    Camp    „ 38 

Union   Carbide  36 

Uniroyal     , 8 

Universal   Oil   Products  53 

C.E.    Unterberg.    Towbin    32 

VFW-Fokker       35 

Vauxhall   Motors  Ltd  9 

Virginia  Electric  4  Power  28 

S.  D.   Warren   Co   25 

Warwick    Electronics    19 

Westinghouse      19 

M.    Woelm    K.G 23 

XTRA.     Inc     48 

Yellow   Freight  System   26 

Zenith  Radio  19,  22 


Forbes  contents 

AUGUST  1,  1972.  VOLUME  110,  NUMBER  3 


FEATURES 

17     THE  JOB  EXPORT  QUESTION 

Are  the  multinationals  really  exporting  jobs?  Four  comments  by: 
Nathaniel  Goldfinger  Russell  DeYoung 

(AFL-CIO)  (Goodyear  Tire) 

Leonard  Woodcock  Joseph  Wright 

(UAW)  (Zenith) 

23  INTERNATIONAL  CHEMICAL  &  NUCLEAR 

Less  than  meets  the  eye. 

24  LOW  P/E  STOCKS 

Are  the  others  too  high? 

25  SCOTT  PAPER 

The  mighty  are  fallen. 

26  YELLOW  FREIGHT 

In  over-the-road  trucking,  what  matters  most  is  control. 

26     E.  F.  MACDONALD 

Just  about  back  where  it  started. 

28     STONE  &  WEBSTER 

There  are  advantages  to  conservatism. 

32     THE  MONEY  MEN 

Politics  and  profits. 

34     THE  U.S.'  AEROSPACE  MONOPOLY 

How  much  longer  can  it  last  in  the  face  of  a  European  challenge? 

36     HERCULES,  INC. 

It's  still  small  enough  to  be  flexible. 

45     THE  FUNDS 

What  to  do  when  redemptions  rocket?  Either  cut  out  salesmen— or  sell  all  the  harder. 


FACES  BEHIND  THE  FIGURES 

38  Alexander  Calder  Jr.  39 

(Union  Camp) 

39  R.  ^ral  Dean  42 

(Ralston  Purina) 


Sam  D.  Battistone  Jr. 

(Sambo's  Restaurants) 

Donald  Stokes 

(British  Leyland  Motor) 


42  Frank  Nemec 

(Lykes-Youngstown) 

43  Kenji  Osano 

(Kokusai  Kogyo) 


FINANCE 

47     Stock  Trends 

Myron  Simons 

49     Technician's  Perspective 

John  W.  Schuiz 


50     The  Market  Outlook 

Sidney  B.  Lurie 


52     Wall  Street  View 

Robert  Stovall 


REGULAR  DEPARTMENTS 

7  Side  Lines 

8  Trends  &  Tangents 


9     Readers  Say 
13     Fact  &  Comment 


47     Forbes  index 
56     Thoughts 


PHOTO  AND  ART  CREDITS:  Culver  Pictures,  page  18;  Wide  World   Photos,  pages  r  '--. 

19   and   42    bottom;    United    Press   International,    pages   20,   34  top   and   43    bacV.-  \     pORRFS 

ground;    Dick    Hanley,    page   32;   Ted   Cavagnaro,    page   39   top.    Drawings   by  Joe  '         N-rii».««_s^ 
Papin,  pages  13  and  14. 


COVER   PHOTOS:    Leo   Hobaica,    right;    Ray   W.   Jones,  top  left   and   Bob  Williams, 
bottom  left. 


FORBES  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailing  offices.  Subscription  $9.50  one  year  U.S.A.  Copyright  ©  1972  Forbes  Inc. 


FORBES,   AUGUST  1,    1972 


''Right  from  the 
start  we  saved 
on  all  counts  with 
Long  Distance." 

Barry  Nolan,  Controller, 

l-R  Air  Sales  Division,  Ingersoll-Rand 

Woodcl  iff -Lake,  New  Jersey 

"Last  June,  Ingersoll-Rand 
created  a  new  direct-sales  division 
for  our  line  of  air  compressors. 
And  we  found  Long  Distance  to  be 
one  of  our  nnost  useful  tools  in  the  care 
and  feeding  of  our  new  operation. 

"Long  Distance  was  ideal  for 
maintaining  good  communications 
between  our  new  branches,  other  Ingersoll-Rand 
Divisions  and  expansion  sites. 

"Conference  calls  enabled  us  to  hold  organizational 
meetings  with  all  branches  and  avoid  costly  travel  expenses. 
"And,  of  course,  we  took  full  advantage  of  Long  Distance 
to  contact  new  customers,  follow  up  sales  and 
service  our  accounts. 

"Fostering  a  new  company  division  takes  a  great  deal 
of  communicating.  (Not  to  mention  time  and  money.) 
But  right  from  the  start,  we  saved  on  all  counts 
with  Long  Distance!' 
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Side  Lines 


Are  We  Biased? 

We  FOUND  the  following  correspondence  so  fascinating,  we  are  running  it 
almobt  in  its  entirety: 

Editor,  Forbes:  Today  I  received  this  "letter  to  the  editor"  from  Mr.  Igor 
Lobanov,  an  economic  analyst  from  the  Novosti  Press  Agency.  And  you  can 
see  from  his  letter,  Mr.  Lobanov  was  most  disappointed  in  the  article.  If  it 
is  not  against  the  policy  of  your  magazine  to  print  opposing  material,  and 
you  do  use  the  letter,  I  would  appreciate  a  tear  sheet. 

—Vladimir  Brodetsky 

Information  Officer 

Embassy,  Union  of  Soviet  Socialist  Republics 

Washington,  D.C. 

Sir:  It  is  to  be  regretted  that  in  the  article  "Marx  and  Management"  about 
the  Soviet  economy,  published  in  Forbes  [May  15],  its  author,  Mr.  James 
Flanigan,  gives  an  inaccurate  interpretation  of  facts.  I  cannot  remain  in- 
different to  this,  since  I  helped  to  organize  most  of  the  interviews  on  which 
his  article  is  based. 

The  spiteful  tone  of  the  article,  stress  on  problems  that  have  not  yet  been 
solved  (but  are  being  dealt  with!)  and  the  hushing  up  or  diminishing  of 
obvious  successes— all  this  points  to  the  author's  biased  attitude. 

In  the  first  place,  the  author  .  .  .  tries  to  ascribe  to  the  Soviet  Prime 
Minister  an  admission  of  a  labor-power  shortage  of  37.5  million  people. 
Actually,  Mr.  Kosygin  said  that  with  the  planned  growth  of  labor  productiv- 
ity ( by  39^ )  the  number  of  industrial  and  office  workers  would  have  to  be  in- 
creased by  a  mere  4.7  million  people,  whereas  at  the  1970  labor  productivity 
level  it  would  have  been  necessary  to  employ  37  million  additional  workers. 

Forbes  also  gives  an  incorrect  picture  of  the  purchasing  power  of  Soviet 
people:  "A  car?  Forget  it  .  .  .  who  can  afford  it?  Almost  nobody  .  .  ."  and  he 
[Flanigan]  contradicts  himself  by  speaking  ten  lines  later  about  the  vast  sav- 
ings ot  the  Soviet  population— 53  billion  rubles.  By  the  way,  if  Mr.  Flanigan 
had  shown  interest,  he  would  have  learned  about  the  long  waiting  list  still 
existing  in  the  U.S.S.R.  to  buy  a  car.  In  the  course  of  this  five-year  period, 
the  sale  of  cars  will  increase  six  times  due  to  the  expansion  of  car  production. 

A  Soviet  family  of  four  spends  today  on  the  average  of  750  rubles  more 
on  goods  than  in  1965.  Sales  to  the  population  increased  by  50%  from  1965 
through  1970  and  the  retail  turnover  by  the  end  of  1975  is  expected  to  in- 
crease bv  40%.  These  facts  are  entirely  out  of  tune  with  what  the  author 
writes:  "Consumers  don't  like,  consumers  don't  buy." 

As  for  the  alleged  "bread-and-potatoes  diet"  of  Soviet  people  and  of  the 

attempts  "with  limited  success"  at  extending  the  production  of  meat,  I  shall 

quote  dat£.  published  by  the  U.S.S.R.  Central  Statistical  Board:  The  share 

of   the   "bread-and-potatoes    diet"   in   the   Soviet   people's   food   has    come 

'down  from  61%  in  the  prewar  year  of  1940  to  22%  in  1970. 

The  author's  sarcasm  about  free  medical  services,  education  and  low 
rent  in  the  U.S.S.R.  is  altogether  out  of  place  against  the  background 
of  the  high  cost  of  these  services  in  the  West.  And  the  lion's  share  of 
these  funds  [for  social  services]  comes  not  from  taxes  on  the  population,  as 
the  author  correctly  points  out,  but  from  deduction  from  the  profits  of  en- 
terprises and  the  tuiTiover  tax. 

—Igor  Lobanov 

Economic  Analyst 

Novosti  Press  Agency 

Moscow,  U.S.S.R. 

The  article  pointed  out  that  Russian  communism,  no  less  than  American 
capitalism,  has  its  contradictions— Ed. 
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Trends 

&.  Tangents 


WASHINGTON 


The  Leffer,  Nof  fhe  Spi'rir 

In  a  strange  "antitrust"  move, 
the  Justice  Department  has  come 
out  sohdly  in  favor  of  the  dominant 
company  in  an  industry  and  against 
its  smaller  competitor.  When  B.F. 
Goodrich  decided  in  April  to  get 
out  of  canvas  and  casual  footwear, 
it  sold  or  converted  two  plants  and 
agreed  to  lease  a  third,  at  Lumber- 
ton,  N.C.,  to  ELTRA  Corp.'s 
Converse  Rubber  subsidiary.  Con- 
verse, with  $61  million  in  footwear 
sales,  is  a  poor  No.  Two  in  the  in- 
dustry behind  Uniroyal  (Keds), 
with  over  $200  million.  It  seemed 
a  happy  solution  for  the  1,800 
Lumberton  workers,  60%  of  them 
decidedly  nonmobile  Pembroke  In- 
dians. But  on  July  3  the  Antitrust 
Division  filed  a  suit  claiming  the 
deal  would  eliminate  competition 
between  Converse  and  Goodrich. 
Under  political  pressure  it  will  let 
the  deal  go  through,  but  it  is  still 
requiring  Converse  to  shuck  off 
roughly  equivalent  capacity. 


BUSINESS 


Shipshape 

The  domestic  shipbuilding  indus- 
try has  had  a  boost  recently  with 
the  granting  of  $660  million  worth 
of  contracts  to  five  yards  for  the 
construction  of  16  new  merchant 
ships.  Among  the  contract  winners 
are  Seatrain,  building  in  the  old 
Brooklyn,  N.Y.  shipyards,  and  Bath 
Iron  Works  of  Maine.  Notably  ab- 
sent is  Litton  Industries,  still  in  trou- 
ble with  its  modular  shipbuilding 
setup  down  in  Pascagoula,  Miss. 
(Forbes,  Dec.  15,  1971). 

Traveling  Service 

If  your  car  plans  to  break  down 
this  summer,  try  to  have  it  happen 
in  Ohio.  Standard  Oil  of  Ohio  op- 
erates 16  white  Sohio  courtesy  cars 
on  four  interstate  highways  there, 
carrying  free  first  aid  for  both  car 
and  driver  ranging  from  jumper 
cables  to  gasoline  and  oil.  The  pro- 
gram, now  in  its  third  year,  has 
been  so  successful  that  BP  (Sohio's 
East  Coast  marketing  afiBliate)  is 
experimenting  with  similar  opera- 
tions in  the  Atlanta  area  and   is 


testing  public  response  in  Balti- 
more, Washington  and  Virginia. 
One  problem:  The  16-hour  service 
stops  at  9:30  p.m.,  so  it  would  be 
advisable  to  break  down  during 
daylight  hours. 

Cooling  It  with  Garbage 

Nashville  is  planning  a  new  $17- 
million  facility  that  will  turn  the 
city's  garbage  into  chilled  water 
and  steam  and,  piped  under  the 
streets,  will  provide  major  buildings 
with  low-cost  year-round  air-con- 
ditioning. The  plant,  scheduled  to 
begin  operating  in  1974,  will  be 
financed  by  local  revenue  bonds 
and  owned  and  run  by  a  new 
nonprofit  public  corporation.  First 
and  largest  customer:  the  State  of 
Tennessee's  12  Nashville  buildings, 
including  the  State  Capitol. 

Water,  Water  Everywhere 

The  current  craze  for  bottled 
water  and  for  special  kitchen  filter- 
ing gadgets  has  been  labeled  "luna- 
tic asylum  thinking"  by  one  of  the 
leading  authorities  on  water.  Dr. 
Abel  Wolman,  professor  emeritus  of 
sanitary  engineering  at  Johns  Hop- 
kins. It's  no  better,  he  says,  than 
ordinary  tap  water. available  at  20 
cents  to  30  cents  per  1,000  gal- 
lons. In  fact,  he  reports,  a  bottler 
was  recently  caught  and  convicted 
of  bottling  his  local  tap  water  and 
passing  it  off  as  fresh  spring  water. 

Stacked  Deck? 

A  new  Women's  Lib  card  deck 
is  due  to  hit  the  stores  later  this 
month.  Its  features:  a  queen  that 
outranks  the  king  and,  instead  of 
a  jack,  a  prin.cess  named  Jackie. 

View  from  Above 

RCA  has  designed  a  new  camera 
system  for  satellites  that  will  be 
able  to  scan  the  earth's  surface, 
yielding   data    on    crop    conditions 


and  water  supplies  and  capable  of 
mapping  the  earth's  entire  surface 
in  a  year.  The  system  may  also  be 
able  to  detect  water  pollution  and 
spot  good  fishing  areas.  The  first 
satellite  equipped  with  this  ultra- 
high-resolution  TV  system  was 
scheduled  for  a  NASA  launch  in 
late  July.  The  initial  series  sched- 
ule calls  for  scanning  the  U.S., 
parts  of  Canada  and  adjacent 
oceans  plus  other  selected  sites 
throughout  the  world. 

The  New  (City)  South 

The  Census  Bureau  has  new 
numbers  out  on  the  trend  toward 
urbanization  that  show  the  greatest 
growth  to  be  in  the  South.  Of  the 
21  new  so-called  "standard  metro- 
poUtan  statistical  areas"— areas 
judged  to  be  thoroughly  urbanized 
—the  Census  data  showed  that  11 
were  in  southern  states.  The  Bureau 
noted  that  the  South's  central-city 
population  of  18,645,558  was  larg- 
er than  any  other  region's.  Florida 
ranked  as  the  state  most  affected 
by  urbanization.  Under  the  current 
Census  Bureau  definition,  about 
81%  of  the  state's  population  is 
classed  as  urban. 

Neither  Snow  nor  Rain  . . . 

Tacos  are  to  Mexico  what  the 
hamburger  is  to  the  U.S.,  so  it's 
only  natural  that  tacos  would  sell 
best  in  areas  adjacent  to  Mexico 
like  Southern  California,  right? 
Wrong.  Taco  Bell,  whose  nearly 
500  units  make  it  the  nation's  larg- 
est taco  chain,  finds  that  its  high- 
est per-store  sales  are  in  the  Mid- 
west. In  fact,  last  winter  Taco 
Bell's  busiest  restaurant  was  in  cold, 
blustery  Milwaukee.  One  reason: 
In  the  Midwest  the  dining  areas 
are  enclosed  and  heated,  which, 
theoretically  at  least,  is  not  neces- 
sary in  the  warmer  climate  of 
Southern  California.  ■ 


■^ 


Vs> 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
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READERS  SAY 


Sense/ess 

Sir:  Re  your  editorial  "Let's  Have 
More  Self-Destruct  Stuff"  {May  15). 
"Biodegradable"  (self-destruction),  as  an 
objective,  applies  primarily  to  litter  which 
represents  a  very  small  portion  of  the 
total  waste  problem.  We  have  doubts 
that  increasing  the  costs  of  99%  of  the 
total  product  to  aid  in  the  disposal  of 
less  than  1%  would  make  economic  sense. 
In  addition  to  this,  "biodegradable"  in 
land-fill  operations  has  some  undesirable 
characteristics. 

—Manning  C.  Morrill 

Vice  President, 

W.R.  Grace  &  Co. 

New  York,  N.Y. 

With  Their  Regrets 

Sm:  Your  story  about  Evans  Products 
Co.  (  Forbes,  June  1 )  prominently  men- 
tions a  "press  kit  article,"  implying  certain 
prices  for  Evans'  stock  based  on  a  com- 
parison of  price/earnings  ratios  with 
those  of  other  companies.  Evans  has 
never  published  or  authorized  distribu- 
tion of  such  an  article.  A  background 
piece,  prepared  by  a  public  relations  firm, 
was  inadvertently  given  to  your  writer 
without  client  approval.  We  regret  this. 

—J.  Kenneth  Brody 

Executive  Vice  President, 

Evans  Products  Co. 

Portland,  Ore. 

Not  Worthy! 

Sir:  Thanks  for  the  review  {Fact  <b- 
Comment,  July  i ) .  I  don't  think  A  View 
from  the  Street  can  match  Bury  My 
Heart  at  Wounded  Knee,  but  I'm  pleased 
to  have  them  mentioned  together. 

—Donald  T.  Regan 

Chairman, 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

New  York,  N.Y. 

We're  No.  Three 

Sir:  In  your  July  1  issue  under  the 
heading  of  "Another  Part  of  the  Forest" 
(p.  26)  is  a  comment  that  Opel  is  veiy 
strong  in  Germany,  but  CM  [Vauxhall] 
is  correspondingly  weak  in  Britain  where 
it  ranks  a  poor  fourth  in  the  market.  This 
is  not  a  correct  statement.  In  the  U.K. 
market  we  are  ahead  of  Chrysler  and 
(Continued  on  page  54) 


CLARIFICATION 

In  "Faces  Behind  the  Figures" 
{July  15,  p.  46),  we  reported  cor- 
rectly that  Salomon  Brothers  had  be- 
come a  major  factor  in  the  private 
placement  of  securities.  We  said  that 
the  business  "is  immensely  profit- 
able. There  is  as  much  as  $50  mil- 
lion a  year  in  fees  and  commissions 
involved."  This  figure  referred  to 
all  private  placements  done  on  Wall 
Street;  obviously  Salomon  Brothers 
shares  this  business  with  many  oth- 
er aggressive  firms.— Ed. 


ANNOUNCING  A  SERIES  OF 
INICATIONS  UPDATES  FOR 
EXECUTIVES  AND  MANAGERS. 


Today's  management  depends 
more  and  more  on  good  commu- 
nications. 

Because  so  many  off  your  deci- 
sions involve  information  carried 
over  telephone  lines  in  some  way, 
the  Bell  System  is  scheduling  a 
series  off  day-long  confferences 
planned  especially  ffor  executives 
and  managers. 

The  sessions  will  cover  such 
matters  as  Management  Infforma- 
tion  Systems,  computer  time- 
sharing, and  the  use  off  modeling 
in  management. 

We  will  bring  you  up  to  date  on 
services  we  offffer  today  and  plan 
ffor  tomorrow.  You  can  learn, 
through  the  latest  in  multimedia 
presentations,  how  others  are 
using  the  newest  communications 
tools.  And  you  will  have  ample 
time  to  exchange  ideas  with  ffellow 
executives,  both  in  discussion 
sessions  and  infformally  at  lunch. 

There  is  no  charge  ffor  attending 
one  off  these  confferences.  The 
Bell  System  Communications 


Consultant  who  works  with  your 
company  can  supply  ffurther  details. 
Or  mail  us  the  coupon  below. 

I -■ 

Bell  System  Seminar 
Department  K 
866  Third  Avenue 
New  York,  New  York  10022 

I  am  interested  in  your  Communica-. 
tions  Updates  for  Executives. 
D  Please  have  a  representative 
call  me. 

D  Please  send  a  brochure  and  a 
schedule. 


Name. 
Title— 


Company. 
Address— 


Telephone. 
City 


.State. 


Zip. 


Facts  for  your  portfolio  on 


FERRO 


World-wide  Housing  Expansion 
Key  to  Ferro  Sales  Growth 

•  Housing  market  accounts  for  half  of  Ferro  sales. 

•  Ferro  meets  world's  shelter  needs  with 
manufacturing  facilities  in  17  countries. 

•  Ferro  specialty  plastic  and  ceramic  materials  are  used  in 
housing,  appliances  and  furnishings. 

•  Involvement  in  housing  market  is  major  reason  for  Ferro's 
continued  record  sales  and  earnings. 

Write  for  our  latest  financial  report: 

Dept.F-801. 

One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


®" 


FERRO 

CORPORATION 
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The  Learjet  bnsiiiess  jet 


In  good  times  and  bad,  more  businessmen  bny  more 
Learjets  than  any  other  business  jet. 


Whether  it's  in  the  middle  of  a 
profit-squeeze,  or  on  the  rise 
side  of  a  boom,  the  Gates 
Learjet  has  proved  sucessful.  The 
tougher  the  financial  weather, 
the  more  businessmen  turn  to 
Learjet.  For  eight  straight  years 
now,  they've  made  us  number 
one.  And  we're  still  number  one 
today.  Why?  The  Learjet  is  a 
profit-making  investment. 

The  most  economical  business 
jet  flying 

The  fact  is,  a  Learjet  costs  less 
per  mile  to  operate  and  maintain. 
We  can  actually  save  you  20c  a 
mile  against  the  leading  turboprop. 
26c  a  mile  against  the  Sabreliner 
60.  46c  a  mile  against  the  BH-125. 
And  even  5c  a  mile  against  the 
Citation.  In  short,  we  can  save 
you  money  against  anybody  else 
in  the  business. 

Nobody  flies  higher.  Nobody 
flies  smoother 

Now,  let's  talk  performance.  A 
Learjet  has  the  best  thrust/ 
weight  ratio  of  any  business  jet. 
That  means  there's  plenty  of 


extra  power  there  if  you  ever  need 
it.  Plenty  of  power  to  get  you 
off  the  runway,  and  up  through 
the  bad  weather.  (Nobody  climbs 
as  fast  as  a  Learjet.) 

And  because  no  one  flies 
higher,  you'll  have  a  smooth, 
quiet  flight  above  rough  weather 
instead  of  through  it.  (Pilots  call 
our  41-45,000  feet  cruise  altitude 
-'Learjet  Country").  You'll  save 
time  getting  to  your  destination. 
And  time  is  still  money. 

A  Learjet  will  let  you  take-off 
and  land  at  over  3,000  airstrips. 
That  includes  those  little,  out-of- 
the-way  strips  that  put  you  right 
at  the  front  door  of  your 
customer.  On  a  short  runway, 
with  a  given  payload  we  can  land, 
take-off,  and  fly  farther  than  any 
of  our  competitors.  And  we're 
certificated  for  unimproved 
runways. 

The  only  4-year  warranty  in  the 
business 

We're  one  of  only  two  business 
jets  with  FAR-25  certification. 
That's  the  same  certification 


given  to  all  the  latest  commercial 
jet  airliners.  And  we're  the  only 
business  jet  with  a  4-year 
warranty.  So  far,  nobody's  used 
it  much  because  the  Learjet  has 
the  best  down-time  record  of  any 
business  jet.  And  that's  pretty 
good.  Especially  since  we've 
logged  the  most  time  in  the  air; 
more  than  600  thousand  hours. 

What  it  comes  down  to  is  this. 
We  have  a  unique  business  jet. 
And  for  eight  consecutive  years, 
we've  been  the  number  one  seller 
in  the  industry.  Even  when  Dow 
Jones  had  its  problems.  If  you're 
looking  right  now.  Or  thinking 
about  it.  Don't  forget  number  one. 
Call  Bob  Wolin,  our  Vice  President 
of  Domestic  Marketing : 
(316)  722-1100.  Ask  him  all  your 
questions  about  economics,  cabin 
design,  performance,  pilot 
training,  and  so  on.  He  has  all 
the  answers.  And  the  Learjet  may 
be  just  your  answer. 

Gates  Learjet  Corp., 
P.O.  Box  1280, 
Wichita,  Kansas. 


GATES  LEARJET 


Amfac  is  slicing  a  potato 
19  different  ways... 


Burger  fries  and  tater  puffs.  Shoe- 
strings and  concertinas.  Just  four 
of  the  19  ways  Lamb-Weston  slices 
beautifully  homely  spuds. ..for 
good  taste  and  profit. 

Lamb-Weston,  third  largest  pro- 
ducer of  frozen  french  fries, 
merged  with  Amfac  last  year.  It 
brought  strong  management  and 
expert  marketing.  A  research  staff 
that  in  1 971  produced  two  new  suc- 
cesses—frozen onion  rings  and 
fruit  turnovers. 

Producing  potatoes  builds  on 
Amfac's  historic  involvement  with 


Harvey  experts  who've  catered  to 
hungry  Americans  for  years. 

Knowing  what  people  need,  what 
best  suits  their  ever-changing  life 
styles,  has  helped  Amfac  expand 
into  a  profitable  mix  of  enterprises. 
From  sugar  into  fashions  in  Hawaii 
and  electrical  supplies  in  the 
American  West.  Thrift  accounts  in 
California  and  resorts  on  Maui. 
Into  mainland  operations  that  pro- 
duce 70  percent  of  Amfac  revenues. 

Last  year  was  tough.  We  faced  a 
longshoremen's  strike  and  inflation 
controls.  Even  so,  we  increased 


percent.  The  Food  and  Financial 
groups  participated.  So  did  Retail, 
Hospitality,  Property  and  Distribu- 
tion. Food's  contribution  is  ex- 
pected to  increase  as  Lamb- 
Weston  concentrates  on  the 
rapidly  growing  fast  food  market. 

In  all  we  do,  we  reflect  our  island 
heritage.  Our  built-in  concern 
about  the  environment.  About  cus- 
tomers, because  they're  also 
neighbors.  Ours  is  a  way  of  doing 
business  that  works. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.  C,  P.O. 


food.  Builds  too  on  our  Fred    revenues  to  $577,996,000,  up  25    Box  3230,  Honolulu,  Hawaii  96801. 

and  many  other  liappy  things 


Eronrac 

A  family  of  enterprises  enhancing  people  and  places. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


POLITICAL  SPEECHES 

Often  oflBceholders/seekers  begin  their  speeches  with 
the  observation  that  they  stand  in  front  of  their  audience 
"in  deep  humility." 

By  the  time  the  speech  is  finished  they— and  the  audience 
—are  usually  deep  in  something  else. 

"NIXON  CAN'T  LOSE  IN  NOVEMBER'^ 


It  wasn't  all  that  long  ago  when  all  those  who  were  in 
or  who  wrote  about  pohtics  said  the  same  thing  about 
Muskie  and  the  Democratic  nomination.  Reciting  the  prob- 
lems that  McGovern  faces  from  his  assortment  of  deeply 
radical  views  has  become  a  trite  litany. 

But,  thank  goodness,  neither  the  President  himself  nor 
those  managing  his  reelection  campaign  are  buying  that 
"Sure  Thing"  notion.  You  and  I,  if  we  want  to  avoid  an 
economic  and  social  earthquake,  had  better  put  aside  sim- 


ilar smug  assumptions,  and  try  emulating  to  some  degree 
the  energetic,  unending  efforts  of  McGovern's  fiercely  in- 
exhaustible partisans.  They're  the  same  people,  you  know, 
who  didn't  read  the  Gallup  polls  about  McGovern's  hope- 
less case;  they  didn't  know  politicians  were  essential  to  win 
primaries;  didn't  understand  that  Organized  Labor  must 
give  the  nod  for  anyone  to  be  a  Democratic  nominee. 

To  assume  McGovern  can't  win  is  to  court  that  very 
real,  really  possible  danger. 


THE  INTERNATIONAL  OIL  GIANTS   NEED  LUBRICATION 


The  international  oil  corporate  giants,  including  our  own 
several,  had  better  start  oiling  up  their  thinking  processes 


if  they  don't  want  to  wake  up  one  morning  to  find  them- 
selves Anacondized. 


A  HISS   FROM  THE  VILLAIN 


Colorful  outspokenness  is  not  the  hallmark  of 
high-ups"  in  the  Nixon  Administration— er,  that 
is,  since  Martha  left. 

Though  he's  publicly  almost  never  outspoken, 
the  President's  truculent  top  Prussian,  John  D. 
Ehrlichman,  is  widely  known  inside  Washing- 
ton for  his  asperity  toward  the  press  and  any 
other  Adrfiinistration  critic.  Recently,  though, 
on  a  TV  show  he  uncorked  a  couple  of 
beautiful  haymakers  for  the  Fourth  Estate, 
which  doesn't  seem  to  march  often  enough  to  the  Ehr- 
hchman    cadence.    Asked    why    the    President    holds    so 


few  news  conferences,  Advisor  John  explained 
that  the  President  considers  conference  ques- 
tions to  be  "flabby  and  fairly  dumb.  I've  seen 
him  many  times  come  off  one  of  those  things 
and  say,  'Isn't  it  extraordinary  how  poor  the 
quality  of  the  questions  is?' "  He  went  on  to 
compare  the  press  present  at  press  confer- 
ences to  "insecure  young  ladies— they  keep 
asking  us  if  we  love  them.  If  you  don't  want 
to  know,  don't  ask." 
Isn't  it  good  to  have  someone  else  in  the  Administration 
capable  of  colorful  new  Marthaismsl 
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THEY  HAVE  TO  BE  THE 

Alaska's  Pacific  coast  inland  waterways. 

Earlier  this  summer  my  wife  and  I  and  our  five  young, 
with  brides  of  the  newly-wedded  two,  went  from  Seattle 
to  Juneau  by  boat,  and  even  the  frequent  gray-wet  days 
were  made  glorious  by  the  sight  of  rugged  pristine  moun- 
tains plunging  straight  into  the  clear  cold  water. 

The  occasional  clusters  of  fishennen's  homes  are  as  un- 
pretentious as  their  straightforward,  taciturn  inhabitants. 


WORLD'S  MOST  BEAUTIFUL 

Salmon  and  cutthroat  and  flounder  are  around  for  the 
patient  fishing  enthusiast.  You'll  spot  more  bear  ambling 
in  the  wooded  grassy  shore  spots  there  than  during  a 
drive  through  Yellowstone. 

If  you've  never  seen  a  glacier,  there  are  plenty  there. 
Some  4,400  square  miles  of  Glacier  Bay  Monument  en- 
close 16  active  ones,  grandly  reminding  us  of  the  earth's 
age  and  our  smallness. 


Headline  From  The  New  York  Times: 

ROME'S   POLICE  ACT  TO  PROTECT    WOMEN  TOURISTS  FROM  ROMEOS 

Do  they  think  women  tomists  go  to  Rome  just  for  the  ruins? 

TWO  ARCHITECTURAL  TRIUMPHS 


Previously,  I  have  mentioned  how  great  a  dimen- 
sion imaginative  architecture 
adds  to  the  quality  of  lives 
and  living  for  those  working 
or  residing  in  or  visiting  or 
just  seeing  such  buildings. 

A  soaring  business  build- 
ing that  sets  one's  spirit  soar- 
ing is  so  rare  that  the  scarcity 
can  fairly  be  described  as 
criminal  waste.  A  fabulous 
exception  is  Transamerica's 
new  gracefully  towering  San 
Francisco  pyramid.  From  a 
distance  it  adds  a  unique  un- 
hulky  silhouette  to  that  beau- 
tiful city,  and  from  close  up  it 
sends  one's  spirits  up.  All 
kinds  of  vehement,  intense 
objections  were  raised  by 
Golden  Gaters  when  Trans- 


america    first    unveiled    its    plans.    Now    they're    happy. 

Much  more  often  than  good  corporate  skyscrapers, 
though,  you  see  exciting  architectural  concepts  among 
great  new  hotels. 

In  January  we  spent  a  couple  of  days  in  Acapulco  and 
I  want  to  tell  you  that  we  have  never  seen  anything 
as  romantic,  as  appropriate,  as  airy,  as  stirring  as  Daniel 
Lud wig's  recently  unveiled  hotel,  the  Acapulco  Princess. 
Its  lobby  is  breathtaking. 

If  there  is  no  other  reason  to  go  to  Acapulco  (and  frank- 
ly it's  sometimes  hard  to  think  of  one),  a  trip  just  to  see 
the  Acapulco  Princess  is  worth  it. 


WHAT  DIFFERENCE   DOES   A  DECADE  MAKE? 


Princeton's  Class  of  '62,  on  the  occasion  of  its  tenth 
reunion  in  June,  was  polled  for  its  views  on  a  multiplicity 
of  things.  Members  of  this  year's  graduating  class  were 
polled  the  same,  and  the  results  of  a  ten-year  gap  are 
thus  revealed. 

Preferences  for  magazines,  sports  and  occupations  re- 
main remarkably  similar. 

There  was  quite  a  difference  on  Presidential  preference, 
with  the  Class  of  '62  favoring  Nixon  and  the  Class  of 
'72  picking  McGovern. 

As  reported  in  the  Princeton  Alumni  Weekly,  those  in 
favor  of  some  assorted  current  issues  were  as  follows: 

OFTEN 

You  pay  less  when  you  pay  more. 
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Issue 


72 


'62 


Immediate  withdrawal  from 

Vietnam 

63% 

54% 

Nuclear  test  ban 

94 

59 

Program  in  space 

45 

55 

Ending  conscription 

79 

48 

Legalizing  marijuana 

65 

61 

Abortions  on  demand 

82 

88 

Legalizing  homosexuality  between 

consenting  adults 

65 

66 

Would  attend  Princeton  again 

77 

82 

Coeducation  at  Princeton 

83 

70 

Interesting,  isn't  it,  the  differences  and  lack  of  differ- 
ences that  a  decade  in  age  can  make. 


VERY  OFTEN 


Less  is  More. 


—Malcolm  S.  Forres, 

Editor-in-Chief 


RCP.  A  new  ticker  symbol  for  the 
New  York  Stock  Exchange  board.  We're 
Richmond  Corporation,  a  $1  billion  plus 
financial  services  organization,  coordina- 
ting and  cross-marketing  the  capabilities 
of: 

Life  of  Virginia,  ranked  among  the 
top  2-1/2%  of  the  nation's  1800  legal  re- 
serve life  companies. 

Lawyers  Title  Insurance  Corpora- 
tion, one  of  the  country's  largest  title 
insurers. 

Leatherby  Companies,  Inc.,  a  Cali- 


fornia-based firm  marketing  casualty  and 
general  insurance,  workmen's  compensa- 
tion and  employers'  liability  coverage. 

Morton  G.  Thalhimer,  Inc.,  a  South- 
eastern real  estate  brokerage  firm. 

Cooke  &  Bieler,  Inc.,  an  investment 
counseling  firm  with  client  portfolios  of 
approximately  $250  million. 

Insurance  Management  Corpora- 
tion, a  rapidly  expanding  network  of  gen- 
eral insurance  agencies. 

First  Virginia  Management  and  Re- 
search Corporation,   investment   adviser 


and  distributor  of  First  Fund  of  Virginia, 
a  mutual  fund. 

Richmond Equivest,  Inc.,  an  affiliate 
formed  in  1970  as  a  vehicle  for  equity  real 
estate  investments,  including  joint  ven- 
tures. 

DANAC  Real  Estate  Investment 
Corporation,  a  diversified  land  acquisi- 
tion and  development  company  with  con- 
struction and  leasing  subsidiaries. 

Systems  Engineering  Corporation, 
a  computer  software  and  facilities  man- 
agement company. 
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Look  into  us  for  all  we're  worth. 
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WeVe  only  a  drop  in 

the  bucket. 

Burlington  Northern  helps 
St.  Paul  paint  makers 
stay  in  the  black  because 
we  take  a  load  of  their  paint 
863  miles  to  Billings 
Montana  for  about  19^  per 
twelve-pound  gallon. 

Paint  with  a 
suggested  retail 
price  of  $6.95 
a  gallon. 


r^  .^ 


BURUNGTON 
NORTHERN 


Whether  you're  shipping 
paint  or  potatoes,  you  owe 
it  to  yourself  to  find  out  how 
a  modern  railroad  can  help 
you  hold  the  line  on  distribu- 
tion costs. 
Everybody's  looking 

for  a  better  way 
to  go. 

Maybe  we've 
got  yours. 


Ihe  better  we  get,  the  better  it  is  for  you. 


Where  Have  All  the  Jobs  Gone? 

Why  does  the  U.S.  have  the  highest  unemployment  rate 
among  Industrial  countries?  Have  the  Jobs  been  exported  by 
multinational  companies?  Or  is  U.S.  labor  itself  to  blame? 


The  Smoot-Hawley  Act,  which  passed  Congress  in  1930, 
was  backed  by  a  strange  coalition  of  businessmen  and  la- 
bor unions.  The  Act  produced  the  highest  tariff  walls  in 
U.S.  history  and  touched  oflE  a  wave  of  retaliation  by  for- 
eign countries.  It  probably  deepened  the  Great  Depression 
and  was  instrumental  in  creating  the  conditions  that 
spawned  World  War  II. 

The  spirit  of  Smoot-Hawley  is  again  abroad  in  the  land, 
albeit  in  different  form.  This  time  it's  called  the  Burke- 
Hartke  Bill,  after  sponsors  Representative  James  Burke 
(Dem.,  Mass.)  and  Senator  Vance  Hartke  (Dem.,  Ind.-). 

Pell-fAell  Rush? 

"Stop  the  flow  of  imports!  Save  American  jobs!"  The 
chant  went  up  in  Washington,  D.C.  on  June  29  as  more 
than  1,000  members  of  the  International  Union  of  Elec- 
trical, Radio  &  Machine  Workers  paraded  down  Constitu- 
tion Avenue.  They  fanned  out  into  congressional  offices  to 
delivei^  their  message  in  person:  Support  Burke-Hartke  or 
labor  won't  support  you. 

Conceived  by  AFL-CIO  economists  and  lawyers,  the 
bill  has  as  its  goal  "to  restrict  the  present  pell-mell  rush 
by  companies  to  go  abroad  for  profits  while  weakening 
America's  production,  tax  base,  jobs  and  standard  of  liv- 
ing." To  achieve  this,  it  proposes  to  limit  imports,  regulate 
the  outflow  of  U.S.  capital  and  technology,  increase  taxes 
on  foreign  earnings  and  expedite  relief  for  industries  laid 
low  by  imports.  In  short,  to  drop  the  curtain  on  an  era  of 
free  trade. 

Hasn't  the  lesson  of  Smoot-Hawley  been  sufficient  to 
discourage  new  protectionism?  Apparently  not.  This  time 


the  tariff  advocates  have  a  new  villain  in  addition  to  the 
old  one  of  cheap  foreign  labor.  The  new  one:  the  multi- 
national corporation.  In  just  a  decade,  American  com- 
panies, led  by  the  multinationals,  more  than  doubled  their 
direct  foreign  investment:  $32  billion  in  1960,  $78  billion 
at  the  end  of  1970.  Is  this  bad?  Or  is  it  good?  It  depends 
on  your  outlook. 

Because  the  multinational  companies  are  such  a  recent 
phenomenon,  the  stubborn  fact  is  that  their  real  effects  on 
both  the  host  country  and  domestic  employment  are  a 
big  unknown. 

In  October  1971  the  AFL-CIO  published  a  study  by 
Stanley  Ruttenberg,  a  former  Assistant  Secretary  of  Labor. 
Ruttenberg  concluded  that  foreign  trade  cost  U.S.  workers 
a  net  loss  of  500,000  jobs  between  1966  and  1969.  A 
month  later  this  figure  was  revised  upward  to  700,000;  the 
most  recent  estimate  made  by  the  AFL-CIO's  chief  econo- 
mist Nathaniel  Goldfinger,  in  July  1972,  indicated  900,000 
lost  jobs. 

The  multinationals  have  worked  up  figures  of  their  own 
in  rebuttal.  (So  many  people  are  now  working  as  lobbyists 
or  researchers  on  either  side  of  the  fence  that,  according  to 
a  current  quip,  the  Burke-Hartke  Bill  has  already  solved 
the  unemployment  problem. )  The  multinationals  claim  that 
their  own  domestic  employment  has  been  increasing  al- 
most twice  as  fast  as  that  of  companies  that  operate  ex- 
clusively in  the  U.S.;  thus,  their  foreign  investments  have 
increased,  not  decreased  their  payrolls  at  home.  Support- 
ing their  case,  Andrew  F.  Brimmer,  a  governor  of  the 
Federal  Reserve  Board,  puts  the  net  number  of  jobs 
created  by  foreign  trade  at  650,000  and  adds  another 
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360,000  jobs  supported  by  the  increased  purchasing  power 
made  possible  b\'  low-priced  imports. 

Who  is  right,  labor  or  the  multinationals?  You  can  pick 
your  own  expert.  Senator  Abraham  RibicofF  (Dem.,  Conn.), 
chairman  of  the  Subcommittee  on  International  Trade, 
said  after  requesting  a  study  of  his  own  from  the  Tariff 
Commission:  "Statistics  in  this  area  are  either  dated,  ob- 
scure or  unavailable." 

But  actions  won't  wait  for  precise  figures  or  for  scholarly 
studies.  What  should  the  U.S.  do?  Now.  There  is  no  sim- 


ple Answer.  To  help  our  readers  make  up  their  own  minds, 
Forbes'  Patricia  Dreyfus  and  James  Flanigan  interviewed 
four  ke\-  figures,  two  from  labor,  two  from  management; 
each  represents  a  somewhat  different  viewpoint— from  bel- 
ligerently protectionist  to  stubbornly  laissez-faire.  The 
interviews  are  summarized  on  the  following  pages. 

E\en  more  is  at  stake  in  this  debate  than  jobs  and  the 
availabilit\'  of  imported  goods.  Its  outcome  will  help  shape 
the  kind  of  world  we  and  our  children  will  inhabit  for 
many  decades. 


-Smut-Smiter 


Senator  Smoot  (Republican,  Ut.) 
Is  planning  a  ban  on  smut. 
Oh  root-ti-toot  for  Smoot  of  Ut. 
And  his  reverent  occiput. 
Smite.  Smoot,  smite  for  Ut, 
Grit  your  molars  and  do  your  dut., 

Gird  up  your  l--ns, 
Smite  h-p  and  th-gh, 
We'll  all  be  Utah 
By  and  by. 


Copyright,  1931,  bv  Ogden  Nosh.  Stonza  one 
from  "Invocotion"  from  "Verses  From  )929  On." 
Reprinted  by   permission  of  Curtis  Brown,    Ltd. 


Smut— pornography  we  would  call 
it  today— was  not  the  only  thing 
that  excited  the  wTath  of  Reed 
Smoot  (1862-1941),  U.S.  Senator 
from  Utah.  A  Mormon  banker  and 
ultraconservative  Republican,  he 
was  one  of  the  group  of  "irrecon- 
cilables"  who  blocked  U.S.  entn, 
into  the  League  of  Nations.  Later, 
as  chairman  of  the  Senate  Finance 
Committee,  he  helped  wTite  the 
Smoot-Hawley  Tariff  Act.  ^^'ith 
the  Act's  passage  in  1930,  foreign 
trade,  already  hit  by  the  stock  mar- 
ket crash,  dwindled  to  a  trickle  as 
other  countries  raised  their  own 
tariffs  in  retaliation.  After  serving 
30  years  in  the  Senate,  Smoot  was 
retired  in  the  New  Deal  sweep  of 
1933.  Since  World  War  II,  the  U.S. 
has  moved  increasingly  to  free 
trade,  and  Smoot-Hawley  has  long 
since  been  dismantled. 


AFL-CIO's  Nathaniel  Goldfingen 


//I 


// 


We're  undermining  our  industrial  base. 

To  the  American  Federation  of  Labor-Congress  of  Industrial  Organiza- 
tions foreign  imports  may  be  sinful,  but  multinational  corporations  are 
the  devil  incarnate.  Speaking  for  the  AFL-CIO  is  its  chief  economist, 
Nathaniel  Goldfinger.  Nat  Goldfinger,  56,  grew  up  in  the  1930s,  grad- 
uated from  City  College  of  New  York  in  1928.  Goldfinger  sees  the  mul- 
tinational spread  of  U.S.  industry  as  part  of  a  continuing  process  in  Amer- 
ican history.  But  he  sees  it  from  the  other  side,  the  side  of  the  regulators 
who  curbed  the  trusts,  and  of  the  New  Deal  with  its  regulatory  legislation 
that  was  the  hallmark  of  that  time,  the  time  of  Nat  Goldfinger's  youth. 


Bu.sines.smen  see  foreign  investment 
differently  than  you  do.  They  say  that 
because  of  cost  differentials,  tariffs 
and  other  considerations  the  U.S. 
company  would  lose  the  foreign  mar- 
ket tcere  it  not  producing  on  the  .scene. 

Goldfinger:  Oh,  there  may  be  some 
elements  of  truth  to  that,  depending 
upon  the  product  and  the  country  in- 
volved. But  you  see,  there  is  an  ex- 
tremely important  point  here,  and  that 
is  that  what  may  be  a  rational  deci- 
sion for  a  private  corporation  such  as 
a  Ford  Motor  Co.  or  an  IBM  may  not 
be  a  rational  decision  for  the  Ameri- 


can economy  and  for  American  soci- 
ety'. In  fact,  a  decision  made  by  the 
management  of  a  private  multination- 
al corporation  may  work  out  to  the 
advantage  of  that  private  corpora- 
tion, but  it  may  well  result  in  the  dis- 
placement of  American  labor,  in  the 
export  of  American  technology,  and  it 
probably  will  result  in  the  export  of 
American  capital.  Moreover,  such  a 
decision  may  well  undermine  the  in- 
dustrial base  of  the  country. 

That's  what  organized  labor  and 
other  supporters  of  the  protectionist 
Burke-Hartke  Bill  worry  about  when 


they  hear  the  bankers  and  academics 
talk  of  the  U.S.  moving  toward  a 
"post-industrial,"  no-growth  society. 

Goldfinger:  If  we  continue  to  get 
more  and  more  emphasis  on  invest- 
ment in  foreign  production  by  U.S. 
companies,  we  are  going  to  lose  our 
industrial  base.  We  are  beginning  to 
lose  some  of  our  service  jobs  related 
to  production,  and  not  too  far  down 
the  road  we  will  be  losing  some,  if  not 
much,  of  our  research  and  develop- 
ment because  R&D  always  tends  to 
follow  production.  The  talk  of  those 
people  who  speak  glibly  of  a  service 
econom\-  is  the  talk  of  those  who  un- 
fortunately have  not  given  much 
thought  to  the  natiire  of  our  economy. 
Service  jobs,  most  of  them,  are  low- 
wage,  menial  jobs.  It's  not  all  surgeons 
and  research  chemists,  by  any  means. 
You  know,  it's  generally  forgotten 
that  the  American  consumer  is  an 
American  worker,  and  the  fact  that  the 
American  market  is  a  lucrative  mar- 
ket is  based  upon  the  wages  of  the 
American  worker.  As  we  continue  to 
get  more  and  more  emphasis  on  invest- 
ment in  foreign  production  by  U.S. 
companies,  the  labor  share  of  income 
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will  go  down,  whereas  the  profit  share 
will  rise.  Professor  Peggy  Musgrave 
[of  Northeastern  University  and  one 
of  the  few  academics  in  labor's  good 
graces]  says  it  well:  "Foreign  invest- 
ment may  enhance  the  private  profit- 
ability of  U.S.  capital,  but  it  is  likely  to 
reduce  the  real  wage  to  U.S.  labor 
as  well  as  the  Government's  tax  share 
in  the  profits." 

But  the  prime  responsibility  of  cor- 
porate management  is  supposed  to  he 
to  seek  out  the  greatest  profit.  In 
theory,  everybody  benefits  from  this 
greater  return  on  invested  capital. 
Is  labor  introducing  a  new  criterion 
for  corporate  management?  That  it 
should  invest  with  an  eye  not  only  to 
the  greatest  profit,  but  the  greatest 
domestic  employment  as  well? 

Goldfinger:  Well,  we  think  they 
should  have  that  in  consideration.  But 
that  is  not  our  primary  drive.  What 
we  are  saying  is  that  all  through 
American  history,  and  particularly  in 
the  past  100  years,  we  have  had  the 
development  internally  in  the  U.S.  of 
various  types  of  regulations  and  re- 
straints on  private  corporations  and 
corporate  operations.  I  mean  this  dates 
back  into  the  late  1870s  and  certainly 
came  to  the  fore  in  the  1930s.  We 
have  a  whole  series  of  regulations  as 
part  of  American  law  and  the  Ameri- 
can system.  And  yet  when  you  look  at 
the  international  economic  area,  you 
find  that  there  is  no  regulation  and 
the  Government  operates  on  the  basis 
of  the  mythology  of  laissez-faire. 

And  you  would  propose  a  bill  such 
as  Burke-Hartke  to  counter  laissez- 
faire.  How  do  you  see  the  effects  of 
such  a  bill? 

Goldfinger:  One  benefit  would  be 
in  maintaining  a  diversified  economy. 
•  The  way  things  are  going,  we  are  un- 
dermining our  industrial  base.  The 
adoption  of  Burke-Hartke  with  the 
restraint  and  regulations  on  imports 
and  on  the  outflow  of  technology  and 
the  outflow  of  capital  would  help  to 
maintain  "a  more  diversified  type  of 
economy.'-^ 

Why  do  we  need  such  drastic  medi- 
cine as  Burke-Hartke?  Wouldn't  mar- 
ket-disruption quotas  do  the  job? 

Goldfinger:  The  U.S.  position  in  in- 
ternational trade  has  been  deteriorat- 
ing in  composition  as  well  as  in  total 
volume.  During  the  1960s,  imports  of 
manufactured  goods  approximately 
tripled,  but  exports  of  such  goods 
merely  doubled.  We're  now  affected 
not  simply  in  about  three  or  four  old 
industries,   we're   aff^ected  across  the 


board.  Even  in  the  sophisticated  new 
industries. 

Would  a  return  to  a  trade  surplus 
assuage  labor's  anxiety  and  blunt  the 
passion  for  Burke-Hartke? 

Goldfinger:  I  doubt  it,  because  there 
are  so  many  parts  of  the  country 
seriously  hurt  by  imports.  Anyhow, 
improvement  in  the  trade  balance  by 


Goldfinger  of  AFL-OO 

itself  is  not  the  solution  for  the  prob- 
lem we're  talking  about.  What's  in- 
volved in  the  future  is  a  whole  im- 
provement in  the  relationship  of  our 
exports  and  our  imports. 

So  you  want  a  big  fence  to  keep 
capital  at  home  and  foreign  goods  out. 
This  would  certainly  protect  U.S.  la- 
bor and  its  wage  rates  from  foreign 
competition.  However,  if  we  need,  as 
the  AFL-CIO  says,  the  regulation  of 
international  profit-seeking  by  cor- 
porations, do  we  not  need  controls  on 
labor's  demands  in  the  tcage  and  toork 
rules  area?  Controls  for  the  goose  and 
controls  for  the  gander. 

Goldfinger:  Well,  you  see,  in  the 
international  economic  area,  the  issue 
is  this:  Capital  is  mobile,  labor  is  not 
mobile.  This  is  one  of  the  crucial 
issues  involved  in  this  whole  matter. 
That  capital  can  move  relatively  easily 
out  of  one  business  into  another  or 
from  one  part  of  the  country  to  an- 
other, or  from  the  U.S.  to  Mexico  or 
to  Taiwan.  However,  people  cannot 
move  very  easily  and  communities  can- 
not move  at  all.  So  that  what  you 
have  here  are  people  and  whole  com- 


munities   that    are    being    sacrificed. 

Supporters  of  multinational  corpo- 
rations cite  capital  flows  that  show  the 
U.S.  benefiting  from  repatriated  (arn- 
ings  from  foreign  investment.  These 
arguments  make  no  impression  on  la- 
bor. They  feel  the  profits  come  at  the 
expense  of  labor's  .share  of  the  na- 
tional income. 

Goldfinger:  I'll  give  you  some  ex- 
amples, small  examples,  but  they  add 
up.  In  March  1970  The  Wall  Street 
Journal  reported  that  Zenith  Radio, 
which  was  in  the  process  of  complet- 
ing a  large  plant  in  Taiwan,  announced 
that  it  would  reduce  its  work  force  by 
about  3,000  jobs  [for  Zenith's  version, 
see  p.  22].  Joseph  S.  Wright  said  that 
in  addition  probably  another  4,000 
layoffs  would  occur  in  1971.  Paul 
Jennings,  president  of  the  Internation- 
al Union  of  Electrical  Workers,  re- 
ported to  the  Joint  Economic  Com- 
mittee in  July  1970  that  Westing- 
house  closed  its  Edison,  N.J.  TV  plant 
and  transferred  the  production  to  one 
of  its  Canadian  affiliates  as  well  as  to 
Japanese  firms.  Emerson  Radio  & 
Phonograph,  a  division  of  National 
Union  Electric,  discontinued  produc- 
tion of  TV  sets,  closing  down  its  Jersey 
City,  N.J.  plant  and  transferring  pro- 
duction to  Admiral  which  in  turn 
transferred  production  of  major  TV 
product  lines  to  Taiwan.  Warwick 
Electronics  transferred  production 
from  its  Illinois  and  Arkansas  plants 
to  its  Mexican  facility.  Bendix  left 
Elmira  and  Long  Island,  N.Y.  to  pro- 
duce in  Mexico.  I  could  go  on  and  on. 

Okay,  but  maybe  U.S.  labor  just 
can't  compete  in  these  fields.  U.S.  la- 
bor's productivity  is  not  tvhat  it  used 
to  be,  some  people  say,  and  the  real 
problem  is  U.S.  wages  growing  faster 
than  U.S.  productivity. 

Goldfinger:  The  American  worker 
operates  the  machinery  and  equip- 
ment that  is  provided  by  the  company. 
Now,  when  the  company  provides  the 
same  kind  of  machinery  and  equip- 
ment and  knowhow  in  its  foreign 
plants,  then  it  is  ii  creasing,  very  sub- 
stantially increasing,  the  productivity 
and  technology  levels  of  that  foreign 
plant.  And  it  is  making  it  possible  to 
have  the  same  or  similar  productivity 
levels  as  in  the  U.S.  at  much  lower 
wages  and  at  much  lower  labor  stan- 
dards frequently.  Also  often  with  low- 
er tax  rates  and  other  kinds  of  ad- 
vantages. So  that  we  lose  exports  to 
the  country  where  such  a  foreign  sub- 
sidiary is  operating,  and  then  we  lose 
out  in  third-country  markets  because 
of  the  competition  from  these  foreign 
subsidiaries. 
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These  countries  you  speak  of  with 
much  lower  wage  rates  and  labor 
standards  are  obviously  not  European, 
but  developing  countries  such  as 
Mexico  and  Taiwan.  These  countries 
need  foreign  investment  if  they  are  to 
bring  their  people  into  the  modern  in- 
dustrial world.  How  do  you  reconcile 
this  problem? 

Goldfinger:  Those  developing  coun- 
tries need  viable  economies.  But  fre- 
quently, foreign  investment  distorts 
the  economy  of  the  developing  coun- 
try by  siphoning  oflF  labor  into  pro- 
duction for  export.  Here  the  bankers 
and  academics  in  the  U.S.  and  some 


of  the  people  in  the  devetoping  coun- 
tries have  placed  an  utterly  undue 
emphasis  on  trade  as  the  answer  to 
their  problems.  The  answer  to  their 
problems  is  not  trade  in  itself,  but  the 
development  of  viable  economies, 
which  to  a  great  extent  depends  upon 
internal  domestic  markets.  We  get 
back  once  again  to  this  issue  that  what 
is  rational  for  the  firm  may  be  harmful 
to  the  country. 

So  basically,  what  you're  asking  is 
that  regulation  be  imposed  upon  cor- 
porations to  prevent  them  seeking  the 
greatest  return  on  investment  in  in- 
stances   where    that    greater    return 


is  located  outside  the  United  States. 

Goldfinger:  We're  saying  there's  a 
country  here,  and  there  are  people 
here,  working  people  and  consumers. 
There  are  communities  with  a  tax 
base,  there  is  a  Federal  Government 
with  its  tax  base,  and  this  country 
should  not  permit  itself  to  be  under- 
mined by  its  own  policies.  Regulation 
is  necessary.  Just  as  it  was  necessary' 
to  regulate  the  stock  market  and  the 
large  corporations,  so  it  is  necessary 
to  regulate  these  international  eco- 
nomic relationships,  and  it  is  particu- 
larly necessary  to  regulate  the  outflow 
of  technology  and  of  capital. 


UA  Ws  Leonard  Woodcock: 


'Tariffs  and  quotas  demand  retaliation. 


9f 


Leonard  Woodcock,  61 ,  has  been  president  of  the  United  Auto  Workers 
since  Walter  Reufher's  fatal  accident  in  May  1 970.  He  is  a  calm,  reflective 
man,  very  different  from  the  stereotype  of  a  labor  leader.  His  1 .4-milHon- 
member  union  is  unusual,  too.  It  is  composed  of  three  major  industries: 
automobiles,  aerospace  and  farm  equipment.  While  the  first  sector  has 
seen  15%  of  the  U.S.  market  won  away  by  foreign  imports,  the  other  two 
are  heavily  dependent  on  exports.  As  a  result,  the  UAW  does  not  share 
the  AFL-CIO's  protectionist  ideas.  In  October  Woodcock  will  travel  to  Ja- 
pan to  try  to  encourage  automakers  there  to  set  up  U.S.  assembly  plants. 


Can  you  explain  how  the  UAW  dif- 
fers from  the  AFL-CIO  on  foreign 
trade?  Do  you  support  the  Burke- 
Hartke  Bill? 

Woodcock:  No,  we  do  not.  Our  chief 
objection  is  the  emphasis  on  tariffs 
and  mandated  quotas  which  will  de- 
mand retaliation  by  other  countries. 
This  would  lead  to  a  substantial 
slackening  of  world  trade,  and  this 
could  have  very  drastic  consequences 
for  all  of  us. 

Does  that  mean  you  support  a  free 
trade  policy? 

Woodcock:  We  support  the  general 
notion  of  free  trade,  but  we  have 
never  been  free  traders  period,  be- 
cause we  live  in  a  real  world.  We 
believe  there  should  be  licensing  for 
export  of  capital,  after  a  Presidential- 
ly  appointed  board  decides  this  is  in 
the  nation's  interest. 

Let's  go  back  to  the  time  when 
Kennedy  was  President  and  Ford  over 
here  was  going  to  buy  up  the  re- 
maining piece  of  Ford  of  Britain.  This 
was  at  a  time  when  the  dollar  was  in 
difficulty,  and  the  President  publicly 
asked  the  Ford  Motor  Co.  not  to  do  it, 
and  Mr.  Ford  said  he  was  going  to  do 
it  for  ttie  good  of  Ford.  I  think  that 
sort  of  thing  is  wrong.  The  president 
of  a  private  company  shouldn't  be 
able  to  say  that  his  decision  is  superior 


to  the  recommendation  of  the  Presi- 
dent of  the  United  States. 

What  about  an  agreement  like  the 
U.S.-Canadian  auto  pact?  Hasn't  this 
meant  a  loss  of  American  jobs? 

Woodcock:  When  the  auto  agree- 
ment first  went  into  effect  in  1965, 
our  balance  of  trade  in  vehicles  and 
parts  was  running  $600  miUion  per 
year  in  our  favor.  Now  it  has  swung 
to  a  negative  balance  of  over  $100 
million.  I'm  not  sure  this  could  have 
been  prevented,  actually,  because  I 
don't  know  whether  Canada  could 
have  sustained  the  drain  that  it  had 
before  the  pact.  The  alternative  would 
have  been  to  have  the  Canadian  mar- 
ket entirely  sealed  off,  in  which  event 
there  would  probably  have  been  few- 
er jobs  on  both  sides  of  the  border. 

So  you  would  agree  that  it  is  neces- 
sary to  have  plants  abroad  to  serve 
foreign  markets? 

Woodcock:  I  don't  disagree  with  that. 
Caterpillar  Tractor  is  an  excellent  ex- 
ample because  in  every  situation 
where  they  have  placed  a  plant  in  a 
country,  their  exports  from  the  U.S. 
to  that  country  have  shot  up.  They 
build  parts  in  Japan,  for  example, 
which  they  bring  here;  they  also  build 
components  here  for  the  Japanese  mar- 
ket, so  you  get  a  two-way  flow.  But 


Woodcock  o^  UAW 

the  flow  in  each  direction  has  sub- 
stantially increased. 

What  about  the  argument  that  high 
American  labor  costs  price  U.S.  com- 
panies out  of  the  market?  Do  you 
think  there  is  any  basis  for  this  claim? 

Woodcock:  I  don't  think  so.  If  you 
take  the  decade  of  the  Sixties,  the 
last  half  was  pretty  bad.  Productivity 
was  bad,  inflation  was  bad  and  our 
relative  position  in  the  international 
scheme  of  things  worsened.  During 
the  first  five  years,  it  was  the  reverse. 
Our  unit  labor  costs  went  down  stead- 
ily. Except  for  Canada,  we  had  the 
best  record  of  any  cx)untry— better 
than  Japan,    Italy,   Western   Europe. 
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Why  did  things  change? 

Woodcock:  Because  of  the  Vietnam 
war.  Johnson  and  the  Congress  didn't 
have  the  courage  to  increase  taxes  in 
1966  to  balance  the  thing  out.  As  the 
inflation  problem  increased,  labor  be- 
gan to  fight  to  make  up  for  its  lost 
position.  When  it  did  this,  labor  be- 
came part  of  the  problem.  No  ques- 
tion about  it. 

Let's  talk  about  productivity.  Some 
industry  leaders  say  that  the  solution 
to  unemployment  in  America  is  getting 
people  to  want  to  work. 

Woodcock:  Well,  if  that  thesis  is  cor- 
rect and  eveiybody  suddenly  started 
working  twice  as  hard,  the  problem 
would  get  even  worse— there'd  be  half 
as  many  jobs!  But  there  is  an  attitu- 
dinal  problem.  Look  at  absenteeism. 
They   used    to    control    this    by    the 


terror  of  discipline.-  It  doesn't  work 
anymore.  There's  the  apocryphal 
story  about  the  guy  who  was  always 
working  only  four  days  a  week.  Fi- 
nally the  plant  manager  asks  him: 
"How  come  you  only  work  four  days?" 
"Because  I  can't  live  on  three,"  he  says. 

But  if  he's  making  enough  in  four 
days,  isn't  he  getting  too  much  money? 

Woodcock:  If  his  expectancies  are 
less.  You  know,  the  counterculture  is 
having  a  pervasive  effect. 

Do  you  really  notice  your  members 
wanting  to  live  in  smaller  houses  with 
fewer  TV  sets? 

Woodcock:  I  think  it's  possible.  Then, 
too,  you  have  a  higher  level  of  educa- 
tion. You  take  a  second  shift:  They 
work  from  3:30  to  midnight.  I  think 
they  could  think  of  some  better  things 


to  do  on  a  Friday  night  than  go  into 
that  damn  plant.  On  Saturday,  when 
they  get  time  and  a  half,  the  absen- 
teeism is  sometimes  greater  than  on 
regular  workdays. 

What  can  he  done  about  it? 

Woodcock:  The  solution  may  be, 
particularly  if  we  have  the  chronic 
unemployment  we  seem  to,  to  shorten 
the  workweek,  but  use  the  plant  all 
week  round.  I  can  see  one  crew  work- 
ing four  days  and  another  working 
three,  including  Saturday  and  Sunday, 
but  the  second  might  get  paid  as  much 
as  the  first  because  they've  got  those 
two  undesirable  days. 

But  what  does  industry  get  for  that 
besides  the  job  that  used  to  be  done 
anyway?  What  is  labor  giving? 

Woodcock:  We'd  get  the  work  done. 


Goody  ear's  Russell  De  Young: 


it 


'America  has  got  to  go  back  to  work/' 


With  plartis  in  24  countries  and  one-fhird  of  net  income  from  overseas 
operations,  the  $3.6-billion  Goodyear  Tire  &  Rubber  Co.  is  almost  an 
archetype  of  the  multinational  corporation.  It  was  also  one  of  the  first 
to  become  seriously  concerned  about  the  AFL-CIO's  protectionist  stance. 
Forbes'  interview  with  Chairman  Russell  DeYoung  took  place  in 
Goodyear's  Akron  headquarters.  After  the  interview  ended,  DeYoung  led 
an  energetic  march  through  part  of  Goodyear's  production  line.  Gruff 
asides  ("See  'em  loafing  there?")  gave  way  to  hearty  bearhugs  when- 
ever the  63-year-old  executive  met  a  co-worker  from  his  own  days  on 
the  production  line. 


Proponents  of  the  Burke-Hartke  Bill 
claim  that  building  plants  abroad 
steals  jobs  from  American  workers. 
What  about  Goodyear? 

DeYoung:  Starting  from  1962  we've 
increased  our  foreign  jobs  by  12,000 
and  our  domestic  by  21,000.  In  other 
words,  our  growth  in  the  U.S.  has 
-been  75%  faster  than  our  growth  in 
foreign  countries. 

Can  you  actually  say  that  those 
foreign  factories  create  American  jobs? 

DeYoung:  Definitely.  First,  since  we 
own  those  factories,  we  manufacture 
a  lot  of  the  machinery  and  molds  for 
them.  A  lot  of  our  research  and  de- 
velopment depends  on  those  resources. 
We  figure  that  11%  of  our  Akron  em- 
ployment is  directly  related  to  our  for- 
eign opetations. 

Woiddn't  there  be  more  jobs  here 
if  you  didn't  have  overseas  factories? 

DeYoung:  We  wouldn't  have  the 
business.  When  we  didn't  have  a  fac- 
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Oeyoung  of  Goodyear 


tory  in  France,  we  didn't  export  tires 
to  France.  You've  got  tariffs,  and  pro- 
ductivity costs,  and  national  pride. 

If  your  foreign  factories  haven't  ad- 
versely affected  U.S.  employment, 
how  do  you  explain  the  United  Rub- 
ber Workers'  president  claiming  that 
since  1961  Akron  has  lost  10,000  jobs 
in  rubber-related  industries? 

DeYoung:  He's  probably  counting 
shoe  products,  and  he's  probably  right 
there.  We  don't  make  shoe  products. 
What  I  think  he  means,  though,  is  that 
the  stufFs  moving  out  of  Akron  to  oth- 
er parts  of  the  U.S.  That's  more  of  a 
problem  than  the  foreign  operations. 
We've  built  big  plants  in  Union  City, 
Tenn.,  in  Gadsden,  Ala.,  Fayetteville, 
N.C.  Akron  used  to  be  the  center  of 
everything;  now  it's  getting  to  be  one 
of  our  smallest  plants. 

Why? 

DeYoung:  People  don't  want  to  work. 
It's  as  simple  as  that. 

So  you  would  say  that  the  solution 
to  unemployment  would  be  for  labor 
to  stress  productivity? 

DeYoung:  I  think  the  great  thing  to 
increase  employment  is  people  going 
to  work.  You've  got  to  keep  in  mind 
that  labor  costs  have  two  bases— not 
only  the  rate,  but  the  willingness  to 
produce.  We  don't  mind  paying  a 
guy  a  good  wage,  but  we  want  him 
to  work.  We've  had  cases  abroad 
where  the  union  says:  "These  men 
are  not  producing;  why  don't  you  get 
rid  of  them  for  us?"  Here,  if  they  start 
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producing,  that's  when  the  union  may 
want  us  to  get  rid  of  them!  I'm  not 
picking  on  labor,  but  I  think  America 
lias  got  to  go  back  to  work. 

How  do  xjou  do  this? 

De Young:  I  don't  know.  You  try  to 
indicate  that  you  think  people  ought 
to  go  back  to  work,  and  labor  puts 
their  hands  up  and  says:  "Oh,  you 
mean  sweatshops  again!"  Nobody's 
talking  about  things  like  that.  But 
people  have  got  to  start  producing. 
We  talk  to  the  union  about  potential 
loss  of  jobs  in  Akron,  and  you  know 
what  they  tell  the  workers?  "The  com- 
pany's  kidding  you."  The  only  time 


they  believe  you  is  when  the  opera- 
tion is  dead.  We  had  to  move  foam 
padding  out  of  Akron.  We  lost  $3  mil- 
lion a  year  on  one  little  department. 
We  moved  it  dowTi  South.  And  I  told 
the  union— I  had  'em  sitting  around 
that  table.  "We  want  to  help  \ou  in 
ever}'  way  we  can,"  they  said,  "but 
we're  not  going  to  give  up  our  hard- 
won  gains."  How  do  you  get  it  across? 

Should  there  be  more  government 
programs  to  relieve  unemployment? 

De  Young  :  I  think  Abe  Lincoln  was  a 
great  guy  when  he  said:  The  Govern- 
ment should  never  do  for  the  people 
what   they    can    and    should    do    for 


themselves.  Just  like  your  parents. 
They  can  coddle  you,  and  if  you're 
not  making  good  they  can  give  you 
more  money.  But  that  doesn't  help 
you  any.  Let  you  get  hungry  a  few 
times,  then  you'll  start  scratching 
around.  What  the  leaders  of  labor 
ought  to  start  saying  is:  "We  want 
a  fair  day's  work  for  a  day's  pay." 
And  some  of  the  things  labor  stands 
for  are  good.  I  mean,  you've  got  to 
^  have  a  good  pension  system.  I  think 
that  when  a  guy  gets  laid  off,  he 
should  be  carried  for  a  time  until  he 
gets  back.  Those  things  are  good.  But 
when  I  was  going  to  school  if  I  didn't 
work  part  time,  I  didn't  eat.  We've 
made  it  too  easv  on  ourselves. 


Zenith's  Joseph  Wright: 


''We  don't  li/(e  to  have  production  in  a  foreign  country. 
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Electronics  has  been  hard  hit  by  import  competition.  In  the  last  five  years 
overall  employment  has  declined  by  some  219,000  jobs.  One  after  an- 
other, U.S.  electronics  manufacturers  have  shifted  production  offshore— 
to  Singapore,  Hong  Kong,  Taiv^an,  Mexico.  Paul  Jennings,  president  of 
the  International  Union  of  Electrical  Workers,  estimates  that  1 2 1 ,000  jobs 
have  been  exported  by  such  decisions.  In  1970  the  Chicago-based 
Zenith  Radio  Corp.  laid  off  almost  3,000  workers  and  began  building 
black-and-white  TV  sets  in  Taiwan.  The  move  was  followed  by  an  an- 
nouncement that  the  company  would  have  to  lay  off  another  4,000  by 
moving  its  small-screen  color  production  out  of  the  U.S.  It  did  not,  how- 
ever, make  that  move.  All  color-TV  production  is  still  here.  Moreover, 
in  the  first  quarter  of  1 972,  profits  rose  by  28  %  on  o  sales  increase  of 
22%.    Forbes   asked   Chairman   Joseph   S.    Wright   how   Zenith   did   it. 


Wright:  Let  me  tell  you  something 
straight  off.  Despite  our  wage  rates  in 
this  country,  which  are  substantially 
higher  than  in  Japan  and  many  times 
what  they  are  in  Taiwan  and  Mexico, 
our  mass-production  operation  here  is 
as  efficient  as  anywhere  else  in  the 
world.  We  have  lines  here  in  Chicago 
that  operate  at  120^-130%  of  efficien- 
cy. There's  no  way  you  can  ask  peo- 
ple to  work  any  harder  than  that. 

Then  why  has  the  electronics  in- 
dtLsiry  suffered  such  a  serious  decline? 

Wright:  Our  problem  basically  came 
from  the  fact  that  Japan  had  a  closed 
home  market  in  which  it  maintained 
prices  at  levels  far  above  their  prices 
in  the  U.S.  Then,  too,  Japan's  cur- 
rency evaluation  was  an  absolutely 
artificial  barrier  to  our  ability  to  com- 
pete fairly.  That  360-1  relationship 
of  the  yen  and  the  dollar,  formu- 
lated at  a  time  when  Japan  was 
devastated,  was  largely  what  made 
the  difference  between  75  cents  an 
hour  in  Japan  and  $3.50  an  hour 
here.  When  the  yen  was  revalued, 
this  immediately  readjusted  wages 
between  the  U.S.  and  Japan  by  al- 
most 20%. 


How  were  you  able  to  keep  color 
production  in  the  U.S.  when  you  had 
to  go  to  Taiwan  for  some  of  your 
black-and-white  sets? 

Wright:  When  we  set  that  plant  up 
in  Taiwan,  we  were  assuming  that 
our  Government  was  going  to  go  on 
with  its  policy  of  more  than  30  years 
of  really  not  appearing  to  give  a  damn 
about  matters  of  trade  and  the  econ- 
omy. We  had  the  State  Department  in 
complete  control  of  all  our  foreign 
policy;  you  just  got  the  feeling  that 
those  people  couldn't  care  less  about 
the  nitty  gritty  of  our  affairs.  Now,  if 
we  had  to  decide  again  on  whether  to 
put  up  a  plant  in  Taiwan  to  produce 
black-and-white  sets,  it  would  be  a 
much  more  marginal  decision. 

Did  labor  make  any  concessions  to 
enable  you  to  keep  color  production 
in  the  U.S.? 

Wright:  I  don't  think  there  was  ever 
any  quid  pro  quo.  I  will  say  that  our 
unions,  while  they've  been  tough  bar- 
gainers, haven't  just  shut  us  down  like 
some  of  the  transportation  and  con- 
struction unions.  Some  industries  have 
had  to  fight  like  the  dickens  to  put  in 


automated  programs  that  increase 
eflBciency.  We  haven't  had  that  prob- 
lem; knock  wood  we  never  do.  And 
we  do  pay  our  people.  W'e  have  them 
on  incentive  pay  wherever  we  can. 
If  they  can  work  at  120%  of  efiBciency, 
they  get  at  least  20%  extra  pay.  Any- 
one who  slows  that  line  up,  so  every- 
one starts  to  lose  efficiency  pay,  gets 
pretty  unpopular. 

Do  you  have  any  other  incentive 
programs? 


Wrighl  of  Zenith 
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Wright:  Since  the  early  Fifties  we've 
had  a  profit-sharing  plan  where  20% 
of  our  pretax  profits— after  6%  on  in- 
vested capital— goes  into  a  fund  for 
the  benefit  of  the  employees.  After 
30  years,  someone  who  has  worked 
here  at  an  hourly  job  can  leave  with 
$80,000  to  $100,000  in  cash  money. 

What  percent  of  sales  are  exports? 

Wright:  Not  more  than  5%  overall. 
One  reason  is  that  most  countries  ab- 
solutely prevent  us  from  shipping  our 
goods  into  that  market.  If  we  set  up  a 
factory  over  there,  it  can  cost  three 
times  as  much  to  make,  say,  10,000 
sets  as  it  would  be  to  add  a  line  to  one 
of  our  plants  here.  Let  me  give  you 
an  example.  We  have  a  plant  in  Mex- 
ico, where  we're  required  to  buy  com- 
ponents locally.  The  bill  for  materials 
—just  the  parts,  in  boxes— came  to 
more  than  the  wholesale  U.S.  price 
for  a  finished  comparable  set. 

Aren't  there  any  advantages  to  off- 
shore production? 

Wright:  We  don't  like  to  have  pro- 
duction in  a  foreign  country  if  we  can 
possibly  avoid  it.  We'll  actually  pay  a 
premium  to  have  it  here  in  the  U.S. 
First  of  all,  when  you  build  a  plant 
abroad  to  serve  that  market,  you're 
subject  to  much  less  stable  political 
situations.  Second,  you  have  the  prob- 
lem of  logistics:  getting  everything  in 
and  being  able  to  handle  the  flow  of 
materials  efficiently.  This  means  du- 
plicating overheads  like  quality  con- 
trol and  advanced  engineering.  Third, 
when  you're  ready  to  get  your  fin- 
ished product  in  here,  you're  subject 
to  dock  strikes  on  the  West  Coast. 

So  if  unfair  practices  like  dumping 
didn't  exist,  you  could  keep  all  your 
production  here  in  the  U.S.? 

Wright:  Exacdy  right.  It  would  be 
a  challenge,  but  we  think  we  can  do  it. 

What  would  have  happened  if  you 
hadn't  moved  to  Taiwan? 

Wright:  We  would  have  had  to  drop 
that  end  of  the  business.  It  was  im- 
possible for  us  to  compete  under  con- 
ditions as  they  then  were.  Look,  from 
1968  to  1971  our  employment  went 
from  a  peak  of  around  25,000  to 
18,000.  If  everything  had  kept  on  go- 
ing the  way  it  was,  my  estimate  was 
that  ouu  work  force  in  this  country 
would  have  shrunk  to  around  10,000 
or  12,000  by  1975.  Now  I  feel  much 
more  sanguine  that  we're  going  to 
grow.  In  fact,  we've  got  a  building 
program  for  some  new  engineering  fa- 
cilities right  here  in  this  complex.  ■ 
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Panic  and  The  Street 

Milan  Panic  turned  International  Chemical  &  Nuclear  into  a  hot- 
shot company,  but  there's  a  lot  less  there  than  meets  the  eye. 


Ever  since  the  mid-Sixties,  little  In- 
ternational Chemical  &  Nuclear  Corp. 
of  Pasadena,  Calif,  has  been  a  darling 
of  Wall  Street's  promoters.  Under  its 
young  president,  Milan  Panic,  now 
42,  ICN  challenged  the  drug  indus- 
try giants:  In  just  five  years,  its  sales 
climbed  from  under  $4  million  to  $136 
million  last  year,  earnings  from  16 
cents  a  share  to  $1.20. 

A  Yugoslavian-born  biochemist  and 
onetime  champion  bicycle  racer. 
Panic,  who  pronounces  his  name  Pan- 
nish,  came  to  the  U.S.  in  1956  and 
founded  ICN  in  1960.  In  1966  he  an- 
nounced ICN's  first  significant  drug 
research  development,  Ribaminol,  a 
memory-enhancer.  More  announce- 
ments followed:  a  marketing  agree- 
ment to  sell  L-Dopa,  a  treatment  for 
Parkinson's  disease;  testing  of  a  com- 
pound that  inhibits  leukemia  in  mice; 
and  Virazole,  an  antiviral  drug.  Panic 
offered  such  enticing  glimpses  of  the 
future  as  $50-million-a-year  market 
potentials  for  Ribaminol  and  L-Dopa. 

Wall  Street  responded  by  pricing 
ICN  at  30,  40,  even  80  times  earn- 
ings, while  Panic  rushed  out  to  buy 
company  after  company  in  Europe, 
Canada  and  the  U.S.  Recently  the 
market  valued  ICN  at  $165  million- 
down  from  a  dazzling  $230  million 
earlier  this  year,  but  still  not  bad  for  a 
company  with  only  $7.6  million  in 
earnings. 

Routine 

It  is  almost  fantastic  in  view  of  the 
fact  that,  for  all  Panic's  talk  of  re- 
search, ICN  is  anything  but  a  glam- 
our company.  Though  it  boasts  16  di- 
visions in  11  countries,  it  is  basically 
a  collection  of  acquired  pharmaceuti- 
cals companies  that  in  the  main  ped- 
dle drugs  developed  by  other  compa- 
nies.' It  picked  up  two  of  its  major 
U.S.  subsidiaries  from  Foremost  Mc- 
Kesson: Strong  Cobb  Arner  (a  pro- 
ducer and  packager  of  drugs)  and 
Rawson  Drug  (a  rack  jobber).  ICN's 
European  finns,  like  Germany's  M. 
Woelm  K.G.,  are  far  more  prestigious. 
But  pharmaceuticals  manufacturing, 
wholesaling  and  jobbing  are  still  the 
backbone  of  ICN,  accounting  for  92% 
of  sales  last  year,  78%  of  pretax  in- 
come. In  fact,  ICN  has  yet  to  develop  a 
single  new  drug  likely  to  provide  sig- 
nificant profits  in  the  next  three  years. 

Panic,  of  course,  always  put  the 
best  face  on  ICN's  progress.  In  the 
1969  annual  report,  for  instance,  he 
boasted    that    ICN's    "earnings    per 


share,  as  reported,  doubled  for  the  fifth 
consecutive  year,"  though  ICN's  fi- 
nancial statements— restated  to  reflect 
acquisitions— showed  a  46%  gain.  The 
next  year  ICN  reported  a  $3-million 
earnings  gain  to  $5.8  million;  but  $2 
million  of  the  gain  came  from  acquisi- 
tions—and half  of  that  from  companies 
acquired  after  the  fiscal  year  closed. 

"I  play  by  the  rules,"  Panic  says 
disarmingly.  "Accounting  isn't  a  sci- 
ence, it's  jumbo-mumbo.  Things  like 
retroactive  pooling  and  so  on  are  ri- 
diculous. They  confuse  a  simple  man 
like  me.  If  I  had  to  start  all  over 
again,  I  wouldn't  go  public,  the  cor- 
porate reporting  system  is  so  bad." 

Understandably,  ICN  doesn't  am- 
ortize the  goodwill  created  by  its  ac- 
quisitions—$23  million  so  far,  almost 
20%  of  total  assets.  Until  last  year  it 
even  deferred  some  of  its  acquisiton 
expenses.  It  doesn't  write  off  its  re- 
search and  development  expenses  as 
incurred,  as  most  other  drug  compa- 
nies do.  Instead,  it  spreads  them  out 
over  five  years— a  practice  that  lifted 
ICN's  earnings  about  25  cents  a  share 
higher  last  year  than  they  would 
otherwise  have  been. 

"We  are  spending  a  lot  for  acquisi- 
tions and  R&D  in  relation  to  our  size," 
Panic  explains.  "Without  deferrals,  we 
couldn't  afford  to  pay  these  costs  and 
still  have  good  earnings.  I  am  the  con- 
servative one,  not  the  industry.  My 
R&D  is  right  out  where  everyone  can 
see  it.  When  I  fail,  you  can  see  how 
much  I  spent.  We  are  building  up 
our  worldwide  marketing  strength, 
and  when  we  develop  a  drug,  we  will 
be  ready  to  market  it.  That  is  the  key." 

ICN's  basic  problem  is  that  its  re- 
search effort  hasn't  produced  any 
wonder  drugs.  The  memory-enhancer 
is  all  but  forgotten.  The  leukemia  drug 
is  of  limited  use  and  is  still  being 
tested.  Virazole,  ICN's  most  recent 
major  discovery,  is  the  only  drug  that 
shows  some  marketing  promise.  On 
top  of  this,  L-Dopa  turned  out  to 
have  such  serious  side  effects  that 
many  doctors  won't  prescribe  it. 

So  when  will  ICN's  research  pro- 
duce profits?  Says  Panic  flatly:  "You 
can't  predict  that."  Indeed,  some  in- 
dustry researchers  wonder  if  the  area 
of  nucleic  acids,  where  ICN's  re- 
search is  concentrated,  will  ever  pro- 
duce big-profit  drugs  like  tranquilizers 
or  antibiotics.  And  when  will  ICN 
be  more  than  a  mixed  bag  of  acquisi- 
tions and  optimism?  Clearly,  you  can't 
predict  that  either.  ■ 
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statistical  Scfiizoptirenia 


Probably  never  before  in  history  has  Wall  Street  had 
such  a  split  personality.  Call  a  stock  a  Growth  Stock 
and  it  sells  for  40,  50,  even  60  times  earnings.  Call  it 
Cyclical  or  even  Standard  Blue  Chip  and  it  sells  for  10 
times  earnings  or  less.  The  market  is  saying  that  if 
General  Motors  earns  $1,  that  $1  should  be  capitalized 
at  only  $10.90,  but  if,  say,  Johnson  &  Johnson  earns  $1, 


it  is  worth  $64.  This  kind  of  disparity  can  go  on  for  a 
long  time,  of  course,  but  it  can't  go  on  forever.  Long 
run,  either  some  of  the  so-called  growth  stocks  are 
grossly  overpriced  or  most  of  the  others  are  grossly 
tmderpriced.  Below  we  list  Big  Board  stocks,  many  rep- 
resenting the  strongest  companies  in  the  U.S.,  selling 
around  10  times  earnings  dv  less.  ■ 


Latest  12 

Price/ 

Latest  12 

Price/ 

Recent     Months     Earnings 

Indicated 

Recent     Months     Earnings 

Indicated 

Company 

Price 

EPS 

Ratio 

Oividenc 

1   Yield 

Company 

Price 

EPS 

Ratio 

Dividend   Yield 

Automotive 

Texaco 

Union  Oil  of  Cal 

Zapata  Corp 

32% 
281/4 
28% 

$3.29 
3.20 
2.88 

9.8 

8.8 
9.8 

$1.66 
1.60 
None 

5.2% 
5.7 

Firestone  Tire  &  Rubber 
Ford 

21% 
63 

$2.05 
7.05 

10.5 
8.9 

$0.83 
2.60 

3.8O/0 
4.1 

General  Motors 
General  Tire  &  Rubber 

741/2 
275/8 

6.86 
2.60 

10.9 
10.6 

3.65 
1.00 

4.9 
3.6 

Ottter 

American  Brands 

46% 

4.34 

10.6 

2.28 

4.9 

B  F  Goodrich 

253/8 

2.33 

10.9 

1.00 

3.9 

Brockway  Glass 

261/4 

2.75 

9.5 

0.72 

2.7 

Libbey-Owens-Ford 

40 

3.90 

10.3 

2.20 

5.5 

Fairchild  Industries 

103/4 

1.29 

8.3 

0.30 

2.8 

A  0  Smith 

25 

2.80 

8.9 

0.73 

2.9 

General  Cigar 

20% 

2.16 

9.4 

1.20 

5.9 

Banking  &  Finance 

Graniteville 

Grolier 

M  Lowenstein 

19% 

19 

211/2 

2.12 
1.96 
2.63 

9.4 
9.7 
8.2 

1.00 
0.90 
0.90 

5.0 
4.7 
4.2 

Bank  of  New  York 

381/4 

4.43 

8.6 

2.00 

5.2 

Charter  New  York 

311/2 

3.01 

10.5 

2.00 

6.4 

McNeil  Corp 

I6I/4 

1.78 

9.1 

0.70 

4.3 

Chemical  New  York 

491/2 

5.10 

9.7 

2.88 

5.8 

Morse  Shoe 

13% 

1.63 

8.5 

0.75 

5.4 

CNA 

201/2 

2.11 

9.7 

0.54 

2.6 

National  Can 

13% 

1.62 

8.6 

0.45 

3.2 

Empire  Financial 

133/8 

1.57 

8.5 

Stock 

— 

National  Presto  Ind 

313/4 

4.96 

6.4 

1.35 

4.3 

Equimark 

21 

2.52 

8.3 

0.76 

3.6 

Northrop 

22% 

2.66 

8.5 

1.00 

4.4 

Fidelity  Union  Bancorp 

391/2 

4.55 

8.7 

2.20 

5.6 

General  Bancshares 
INA 

133/4 
433/8 

1.82 
4.46 

7.6 
9.7 

0.70 
1.45 

5.1 
3.3 

Real  Estate  Investment  Trust 

Continental  Illinois  Realty 

20% 

2.57 

8.0 

2.56 

12.4 

Leasee 

181/8 

2.01 

9.0 

None 

— 

First  Mortgage  Investors 

223/4 

2.41 

9.4 

2.24 

9.9 

Brokerage  Houses 

Guardian  Mortgage  Inv 
Republic  Mortgage  Inv 

373/4 
18% 

4.06 
1.98 

9.3 
9.2 

4.15 
1.85 

11.0 
10.1 

Bache 

121/4 

1.82 

6.7 

0.10 

0.8 

Dean  Witter  &  Co 

21 

2.83 

7.4 

0.40 

1.9 

Retailing 

Dreyfus 

18% 

2.15 

8.5 

1.00 

5.5 

Cook  United 

17% 
11% 

1.93 

8.9 

0.50 

2.9 

Paine  Webber  Jackson  &  Curtis  9^8 

1.64 

5.9 

None 

— 

Food  Fair  Stores 

1.28 

9.0 

0.20 

1.7 

Reynolds  Securities 

183/4 

2.42 

7.7 

0.50 

2.7 

Gamble-Skogmo 

33% 

3.72 

9.0 

1.30 

3.9 

Capital  Goods 

Glen  Alden 
Grand  Union 
Kroger 

101/4 
16% 
22% 

1.36 
1.94 
2.75 

7.5 
8.3 
8.1 

0.40 
0.80 
1.30 

3.9 
5.0 
5.8 

Crane 

193/8 

2.08 

9.3 

0.80 

4.1 

Foster  Wheeler 

20 

2.20 

9.1 

0.80 

4.0 

McCrory 

223/4 

3.51 

6.5 

1.20 

5.3 

Giant  Portland  Cement 

133/8 

1.43 

9.4 

0.80 

6.0 

Penn  Fruit 

93/4 

1.37 

7.1 

None 

— 

Harnischfeger 

203/8 

2.78 

7.3 

1.00 

4.9 

Sperry  &  Hutchinson 

303/4 

3.41 

9.0 

1.00 

3.3 

Mesta  Machine 

19 

1.91 

9.9 

None 

— 

United  Merchants  &  Mfrs 

22% 

2.75 

8.3 

1.30 

5.7 

Food 

Vornado 

19% 

2.12 

9.4 

None 

— 

Transportation 

Amstar 

Great  Western  United 

303/8 

91/4 

4.06 
2.17 

7.5 
4.3 

1.70 
None 

5.6 

Norfolk  &  Western  Ry 

723/4 

7.23 

10.1 

5.00 

6.9 

Interstate  Brands 

16 

2.05 

7.8 

0.96 

6.0 

Rio  Grande  Industries 

191/2 

2.40 

8.1 

0.60 

3.1 

Stokely-Van  Camp 

17 

1.82 

9.3 

1.00 

5.9 

St.  Louis-San  Francisco  Ry 

45% 

5.63 

8.0 

2.50 

5.5 

Metals 

Soo  Line  RR 
Southern  Railway 

26% 
45 

3.45 
5.15 

7.7 
8.7 

1.56 
1.70 

5.9 
3.8 

Bethlehem  Steel 

28 

2.95 

9.5 

1.20 

4.3 

Copperweid  Steel 

241/4 

2.98 

8.1 

1.20 

5.0 

utilities 

E  M  Jorgensen 

2678 

2.91 

9.2 

1.30 

4.8 

American  Natural  Gas 

35% 

3.87 

9.2 

2.30 

6.5 

Kennecott  Copper 

22 

2.16 

10.2 

1.00 

4.6 

American  Tel  &  Tel 

41% 

3.92 

10.7 

2.60 

6.2 

NVF 

171/4 

4.32 

4.0 

Stock 

— 

Columbia  Gas  System 

281/4 

3.10 

9.1 

1.82 

6.4 

Multicompanies 

Consolidated  Natural  Gas 
El  Paso  Natural  Gas 

28% 
17% 

3.07 
2.33 

9.3 
7.3 

1.95 
1.00 

6.8 
5.8 

City  Investing 

16% 

2.04 

8.1 

0.52 

3.1 

Equitable  Gas 

31% 

3.33 

9.3 

2.32 

7.5 

Martin  Marietta 

20 

2.04 

9.8 

1.10 

5.5 

Kansas  City  Power  &  Light 

30% 

3.28 

9.3 

2.12 

6.9 

National  General 

24% 

3.58 

6.7 

0.20 

0.8 

Kansas  Gas  &  Electric 

23% 

2.54 

9.1 

1.48 

6.4 

Northwest  Industries 

311/2 

3.85 

8.2 

0.50 

1.6 

Minnesota  Power  &  Light 

20% 

2.32 

8.8 

1.30 

6.3 

Rapid-American 

163/, 

3.05 

5.5 

None 

— 

Niagara  Mohawk  Power 

15% 

1.61 

9.7 

1. 10 

7.0 

Studebaker-Worthington 

443/4 

5.04 

8.9 

1.20 

2.7 

Northern  Illinois  Gas 

26 

2.81 

9.3 

1.82 

7.0 

Tenneco 

23% 

2.39 

9.9 

1.32 

5.6 

Northern  Natural  Gas 

38 

4.55 

8.4 

2.60 

6.8 

U.S.  Industries 

221/4 

2.27 

9.8 

0.62 

2.8 

Northern  States  Power 

253/4 

2.69 

9.6 

1.76 

6.8 

niic 

Oklahoma  Natural  Gas 

18 

1.83 

9.8 

1.24 

6.9 

, 

Pacific  Gas  &  Electric 
Pacific  Lighting 

28 
23% 

2.83 
2.45 

9.9 
9.7 

1.72 
1.68 

6.1 
7.0 

) 

Cities  Service 

37% 

3.7U 

1.0 

2.20 

5.9 

Continental  Oil 

26% 

2.86 

9.3 

1.50 

5.6 

Peoples  Gas 

33% 

3.66 

9.2 

2.16 

6.4 

Ethyl  Corp 

24% 

3.51 

6.9 

0.84 

3.5 

Potomac  Electric  Power 

15% 

1.54 

9.8 

1.00 

6.6 

1 

Gulf  Oil 

24% 

2.67 

a.l 

i.50 

6.2 

Public  Service  Electric  &  Gas  23V* 

2.66 

8.7 

1.72 

7.4 

( 

Mobil  Oil 

58% 

5.41 

10.8 

2.60 

4.4 

Utah  Power  &  Light 

31% 

3.47 

9.0 

2.00 

6.4 

1 

Standard  Oil  Cal 

62% 

6.06 

10.3 

?90 

4.6 

Virginia  Electric  &  Power 

17% 

1.87 

9.4 

1.12 

6.4 
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No-Longer-So-Great  Scott 

Clobbered  by  competition,  its  diversification  a  partial  failure, 
Scott  Paper  is  no  longer  the  industry's  wonder  company. 


At  long  last  the  $22-billion  paper 
industry  seems  to  be  making  its  way 
out  of  the  woods  {see  p.  38).  But  not 
Philadelphia's  big  Scott  Paper  Co., 
for  years  one  of  the  industry's  most 
profitable  and  fastest-growing  compa- 
nies. Scott's  earnings  are  admittedly 
also  on  the  rise— first-half  results  were 
up  39%  (only  because  of  a  19-cent-a- 
share  write-off  in  the  period  last  year) 
—but  Scott's  new  boss,  Chairman 
Charles  D.  Dickey  Jr.,  53,  hasn't  a 
prayer  of  posting  the  50%  gains  that 
outfits  like  St.  Regis  and  Kimberly- 
Clark  have  reported  so  far  this  year. 
The  chances  are,  in  fact,  that  having 
prospered  during  the  industry's  time 
of  troubles,  Scott  will  languish  during 
the  industry's  new-won  prosperity. 

What  has  gone  wrong?  Basically, 
circumstances  have  conspired  to  con- 
vert Scott's  principal  strength  in- 
to its  most  glaring  weakness.  That 
strength,  of  comse,  has  always  been 
its  commanding  position  in  the  fast- 
growing,  high-margined  tissue  and 
towel  markets— markets  which  for 
years  it  shared,  if  with  anybody,  only 
with  Kimberly-Clark.  And  from  such  a 
position,  Scott,  like  most  quasi-monop- 
olies,  was  able  to  rack  up  some  of  the 
best  returns  in  the  paper  business— 
around  15%,  for  example,  at  the  end 
of  the  Fifties. 

But  Scott's  onetime  monopoly  is 
long  since  gone.  In  the  Sixties,  out- 
siders like  Procter  &  Gamble  and  Geor- 
gia-Pacific began  to  move  into  every 
one  of  Scott's  principal  markets— first 
into  toilet  paper  and  facial  tissue,  then « 
into  paper  towels— absorbing  much  of 
its  growth  and  sopping  up  much  of 
its  profit.  The  result  is  that  by  1969, 
when  Scott's  sales  were  the  largest  in 
its  history,  its  return  on  equity  had  al- 
ready shriveled  to  12%,  and  by  1971  it 
was  down  to  about  5%.  Per-share  earn- 
ings slid  from  a  record  $1.72  in  1969 
to  $1.42  in  1970  to  76  cents  last  year. 

But  these  figures  only  faintly  sug- 
gest the' dimensions  of  Scott's  compet- 
itive problems.  In  1960  Scott  shared  a 
$315-million  toilet  tissue  market  with 
five  major  competitors.  By  1970  the 
market  had  grown  to  $500  million, 
the  competitors  to  11.  In  facial  tissues,  a 
$153-million  market  had  expanded  to 
$234  million,  but  Scott  had  seven  ma- 
jor competitors  instead  of  one.  What 
is  worse,*  the  competition  is  unlikely 
to  abate  much.  Demand  is  now  grow- 
ing at  not  much  above  2%  a  year,  down 
from  5%  on  average  a  few  years  ago. 
One  analyst  suggests  that  at  that  rate 
there's  not  much  hope  of  sopping  up 


the  overcapacity  that  has  depressed 
tissue  prices  any  time  soon.  Indeed, 
he  contends  that  by  1975  the  tissue 
segment  will  still  be  operating  at  only 
92.7%  of  capacity,  vs.  89%  today. 

What  really  hurts  has  been  the 
fragmentation  of  Scott's  basic  paper 
towel  market.  As  against  two  major 
brands  and  a  gross  of  $144  million  in 
1960,  there  were  eight  major  brands 
in  1970  doing  $418  million  worth  of 
business.  And  though  the  growth  pros- 
pects of  the  towel  market  are  still 
pretty  heady— particularly  in  the 
heavy-duty  area— the  competitive 
pressures  are  certain  to  continue  to 
increase  marketing  costs  and  trim 
margins. 

Slow  &  Careful 

So  there  is  the  scope  of  the  prob- 
lem. Compounding  it  is  the  fact  that 
in  the  face  of  such  competition  Scott 
has  been  uncommonly  reluctant  to  de- 
fend its  position  in  its  markets.  In 
1969,  for  example,  Scott  reacted  slow- 
ly to  Procter  &  Gamble's  new  Bounty 
towels  which  challenged  Scott  towels. 
P&G,  in  such  circumstances,  would 
have  defended  its  position  with  heav- 
ier spending  of  its  own,  figuring  that  it 
is  cheaper  and  easier  to  defend  mar- 
ket share  than  it  is  to  win  it  back. 
Again,  Scott  failed  to  take  steps  to  de- 
fend its  position  against  the  private  la- 
bels. "Scott  has  used  prices  defensive- 
ly in  the  past  only  when  forced  to  the 
wall,"  says  one  industry  expert.  "They 
have  the  attitude  that  to  cut  prices 
would  ruin  their  quality  image." 

Such  a  patrician  response  might  not 
have  mattered  so  much  if  Scott's  di- 
versification had  not  turned  out  so 
badly.  As  though  resigning  itself  to 
the  loss  of  its  dominance  in  consumer 
products,  Scott  turned  in  the  mid- 
Sixties  toward  other  markets  that  ap- 
peared to  have  some  of  the  same  profit 
or  growth  potential.  It  paid  fancy 
prices  for  two  small  acquisitions— Plas- 
tic Coating  Corp.  (book  covers)  and 
Tecnifax  (visual  education  aids)— and 
one  medium-sized  one,  S.D.  Warren 
Co.  ( quality  printing  papers ) . 

But  one  of  Plastic  Coating's  two 
principal  customers  promptly  went  in- 
to business  for  itself.  A  cutback  in  fed- 
eral spending  on  education  cut  the 
profits  out  of  Tecnifax,  and  this,  plus 
the  advertising  recession  of  the  late 
Sixties,  served  to  wipe  out  most  of 
S.D.  Warren's  profits.  By  1971,  in  fact, 
Scott  was  lucky  to  break  even  on  ac- 
quisitions costing  about  $200  million 
altogether  that  a  few  years  before  had 


Smart  Housewives.  Scoff's 
problem  is  its  customers  have 
no  qualms  at  buying  its  com- 
petitors'     cheaper     products. 


yielded  upward  of  $20  million  in  pre- 
tax profits. 

Since  taking  over  last  September, 
Scott's  Dickey  has  been  doing  the 
customary  things— trimming  the  fat  of 
50  years,  reducing  general  and  ad- 
ministrative costs  by  almost  20%,  re- 
structuring Scott's  marketing  and  re- 
search &  development  efforts  to  cre- 
ate a  leaner,  more  aggressive  com- 
pany. So,  aided  by  a  resurgence  in 
Warren's  quality-paper  market,  eaiTi- 
ings  are  rising  again. 

But  what  Scott  needs  and  what 
Dickey  will  have  to  provide  are  major 
new  products— not  simply  variations 
on  existing  lines,  but  germinal  prod- 
ucts capable  of  spawning  whole  new 
lines  of  high-margined,  high-profit 
business.  A  vain  hope?  Perhaps.  Its 
initial  efforts  to  introduce  a  disposable 
diaper  failed  miserably.  At  this  point, 
competition  has  reduced  Scott's  spe- 
cialties to  the  level  of  commodities, 
and  as  a  result,  Scott  for  all  its  years 
of  eminence  shapes  up  as  just  another 
paper  company.   ■ 
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Yellow  Spreads  Out  for  Profit 

Once  a  fallen  truck  line,  but  now  close  to  the  top.  Yel- 
low Freight  rolls  up  big  profits  from  small  shipments. 


Sometimes  a  bankruptcy  can  be  a 
very  good  thing. 

For  George  Powell  Jr.,  for  instance, 
the  1952  bankruptcy  of  the  Yellow 
Freight  System  has  turned  up  roses. 
It  ga\e  Powell,  now  Yellow  Freight's 
chairman,  and  his  father,  a  former 
Kansas  City  banker  and  trucking  ex- 
ecutive, a  chance  to  i"un  their  own 
line.  "And  pulling  it  out  of  bank- 
ruptcy," says  Powell,  "made  us  im- 
pose a  discipline  that  has  worked." 

The  Powells,  backed  by  Kansas 
City  investors  and  Michigan  interests 
that  the  Fruehauf  trailer  people  had 
directed  them  to,  took  control  of  Yel- 
low Freight  in  1952.  Within  five 
months  they  had  returned  it  to  the 
black,  and  they  haven't  seen  an  un- 
profitable year  since.  Aided  by  15  ac- 
quisitions, revenues  have  risen  stead- 
ily to  $216  million  last  year  and  a  pro- 
jected $250  million  this  year.  Indeed, 
it  is  edged  among  U.S.  trucking  Hnes 
only  by  Consolidated  Freightways 
and  Roadway  Express  (some  $300 
million  each). 

Yellow's  profits  have  jumped  even 
faster  than  sales,  growing  at  a  com- 
pounded annual  rate  of  24%  for  the 
last  five  years.  Last  year's  return  on 
equity  was  36%.  "We  got  in  a  good  in- 


dustry at  the  right  time,"  explains 
Powell,  "and  we  learned  from  the  old 
management.  We  applied  strict  crite- 
ria where  we  thought  they  had  failed." 

The  old  Yellow  System  had  been 
set  up  as  a  holding  company  with  51 
subsidiary  equipment  and  terminal 
companies.  The  idea  was  to  lease  ev- 
erything and  save  on  taxes,  but  rent 
was  killing  the  company.  Moreover, 
its  two-fisted  operating  head  was 
feuding  with  the  owners,  who  were 
taking  heav>'  dividends  off  the  top. 
As  a  result,  customer  needs  were  for- 
gotten and  losses  drained  capital. 

The  two  Powells  tried  to  apply 
three  precepts:  1)  stick  with  the  part 
of  the  cargo  business  you  know;  2) 
hire  and  develop  managers  who  can 
manage  and  3)  maintain  a  sound  cap- 
ital structure.  They  kept  the  empha- 
sis on  less-than-truckload  (LTL) 
shipments,  which  the  railroads  were 
trying  to  dump,  but  which  the  Pow- 
ells thought  offered  almost  unlimited 
room  for  expansion.  (Yellow  still  has 
only  1.5%  of  the  trucking  industry's 
$17  billion  in  annual  revenues.)  "We 
found  we  could  expand  in  the  mar- 
kets we  were  already  into  by  grow- 
ing geographically,"  says  Powell. 
"That   meant   that   we   had   to   offer 


better  service  at  the  same  time." 
So  the  Powells  began  to  flesh  out 
their  route  structure,  buying  other 
truckers  for  cash.  Their  biggest  leap 
was  the  1965  purchase  of  the  Wat- 
son-Wilson line,  which  had  been  los- 
ing money  for  five  years.  Then,  three 
years  ago.  Yellow  expanded  to  the 
East  Coast  by  buying  a  Norwalk, 
Ohio  trucker.  Yellow  kept  hauling 
smaller  shipments— LTL  shipments  av- 
*:  erage  700  pounds— but  the  length  and 
profitability  of  its  runs  rose. 

Sharper  \Na\th 

To  improve  sei"vice.  Yellow  has 
hired  a  larger-than-average  manage- 
ment staff,  taking  some  away  from 
other  top  truck  lines,  hiring  some  as 
MBAs  right  out  of  school.  They 
helped  lift  on-time  performance  from 
the  25%  tj'pical  of  some  Yellow  acqui- 
sitions to  the  current  75%,  while  the 
operating  ratio  (costs  as  a  percentage 
of  freight  revenue)  came  down.  It  was 
a  comfortable  87%  last  year,  vs.  per- 
haps 95%  for  more  raggedly  run  lines. 

Yellow's  managers  put  extra  em- 
phasis on  headquarters  computer  con- 
trol. Where  other  truck  lines  com- 
monly use  computers  for  billing  and 
freight  tracing.  Yellow's  computer, 
tied  to  all  its  105  freight  terminals,  is 
also  used  to  help  dispatch  its 
fleet  of  1,300  over-the-road  trucks 
and  forecast  traffic  48  hours  ahead. 

"I  hate  to  use  the  word,"  says 
Powell,  "but  we  control  our  people." 


The  Best-Laid  Plans .  - . 

£.  F.  MacDonald's  diversification  concept  sounded  great  The  ex- 
ecution was  disaster.   There's  a  lesson  here  about  "concepts." 


Wall  Street  loves  "concepts,"  but 
businessmen  know  that  there  is  many 
a  slip  betwixt  conception  and  execu- 
tion. Consider  the  sad  story  of  Dayton, 
Ohio's  E.F.  MacDonald  Co.  Its  man- 
agement spent  the  better  part  of  ten 
years  executing  what  seemed  a  very 
sensible  concept:  using  MacDonald's 
knowhow,  gained  as  the  leading  com- 
pany in  the  sales-incentive  business 
(the  development  of  contests  and 
prizes  to  stimulate  sales  forces),  to 
push  into  other  forms  of  marketing 
and  merchandising.  That  was  the  con- 
cept, but  the  execution  was  a  disaster. 
Last  year,  approximately  a  decade 
after  the  diversification  started,  Mac- 
Donald's sales  were  five  times  what 
they  had  been  ($245  miUion,  vs.  $55 
million),  but  the  company  was  deep 
in  the  red.  Meanwhile,  executives  have 
spent  a  good  part  of  their  time  undo- 
ing what  they  spent  earlier  years  put- 
ting together. 


Until  1961  MacDonald  specialized 
in  developing  sales-incentive  programs 
for  companies  like  General  Motors, 
and  with  sales  of  almost  $55  million 
was  the  clear  leader  in  the  field.  Then 
it  entered  the  trading  stamp  field  with 
Plaid  Stamps,  and  by  aggressive  pro- 
motion garnered  such  clients  as  A&P. 
In  three  years  it  signed  up  15,000 
retail  accounts,  including  more  than 
2,000  A&P  stores,  and  opened  around 
200  redemption  centers.  MacDonald 
became  a  hot  stock,  soaring  from  6  in 
1961  to  42  the  next  year. 

It  took  several  years  to  absorb  the 
start-up  costs  for  the  stamp  operation, 
but  by  1965  net  per  share  had  almost 
trebled  to  $1.04.  That  year  it  bought 
a  small  finance  company  and  Breck 
of  Boston,  a  little  mail-order  firm 
specializing  in  lower-priced  gift  and 
novelty  items  and  garden  supplies. 
Flushed  with  success,  in  1967  Mac- 
Donald bought  a  40-unit  supermar- 


ket chain  in  California,  and  later 
bought  30  A&P  stores  there.  Also  in 
1967  it  opened  an  80-room  luxury  ho- 
tel in  Brussels.  It  all  seemed  a  triumph 
of  diversification. 

Then  everything  started  to  go 
wrong.  The  Hotel  MacDonald  lost 
money  in  1967  and  the  California- 
based  Shopping  Bag  Food  Stores  be- 
came unprofitable  in  1968.  In  1969 
Breck  also  slid  into  the  red.  Despite 
management  shake-ups  at  the  subsidi- 
aries, both  sales  and  earnings  con- 
tinued to  fall.  In  1971  it  all  culminated 
in  an  operating  loss  of  more  than  $1 
million  and  a  total  loss,  after  write- 
offs, of  $9.4  million.  Selling  as  low  as 
$5  a  share  this  year,  the  stock  is  a 
mere  shadow  of  its  onetime  self. 

What  happened  to  the  concept? 
Chairman  George  C.  Gilfillon  confesses 
manfully  that  the  company  had  ven- 
tured into  unfamiliar  fields  without 
the  necessary  management  expertise. 
"Our  problems  arose  from  the  fact  that 
we  went  into  businesses  we  didn't 
know  and  relied  on  the  managements 
we  were  acquiring  to  keep  th(Mn  go- 
ing. But  they  couldn't  do  it  without 
strong  direction  from  tlie  top,  and  we 
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Reformed  Banker.  Average  pay  for  a  road  driver  last  year  was  in  the 
range  of  $17,500— and  Yellow  Freight  has  4,700  drivers.  With  labor  this 
expensive,  efficiency  of  scheduling  is  the  difference  between  profit  and 
loss.  Chairman  George  Powell  Jr.  (right)  attributes  much  of  Yellow 
Freight's  efficiency  to  his  father,  a  former  banker,  who— 20  years  back- 
decided  to  approach  trucking  as  a  business,  not  as  a  romantic  occupation. 


There  are  no  two-man  sleepers  in  the 
Yellow  fleet:  Drivers  pass  on  cargo  in 
pony  express  fashion,  and  trucks  are 
sent  back  half  empty,  if  need  be,  to 
prevent  new  delays  at  an  origination 
point.  This  approach  guarantees  driv- 


ers at  least  three  nights  at  home  each 
week,  which  Powell  believes  brings 
him  more  mature  drivers. 

Yellow  is  in  the  process  of  gaining 
control  over  all  of  its  facilities.  It 
owns  75  of  its  terminals,  and  is  buy- 


ing up  the  remaining  30.  "With  leas- 
ing, somebody  was  always  pushing 
you  into  a  comer,"  says  Powell.  Yel- 
low turns  over  its  fleet  every  three 
years,  financing  its  fleet  and  terminal 
costs  via  a  $26-million  revolving  line 
of  bank  credit  pegged  at  one-fourth 
of  1%  over  the  prime  rate.  And  Powell 
insists  on  maintaining  a  1-to-l  ratio 
of  long-term  debt  to  tangible  net 
worth  (net  worth  minus  operating 
rights).  "We  don't  want  to  owe  more 
than  we  have  in  the  business,"  he  says. 

Just  now,  Powell  is  mounting  a 
drive  on  terminal  costs,  especially  at 
the  nine  "break-bulk"  terminals  where 
loads  are  split.  The  Interstate  High- 
way System  and  truck  economies  have 
kept  over-the-road  costs  in  line.  But 
terminal  costs,  75%  for  labor,  vs.  35% 
on  the  road,  continue  to  soar.  Yellow 
is  now  trying  out  an  automated  termi- 
nal: "It's  no  breakthrough,"  says  Pow- 
ell, "but  it's  different  from  what  the 
industry  has  done  for  40  years." 

Yellow  has  plenty  to  worry  it  in  the 
future:  For  example,  it  has  really  just 
begun  to  compete  in  the  tough  East- 
ern market.  But  it  also  has  the  great 
advantage  of  lacking  an  elephant  com- 
plex. "I  don't  think  we'll  ever  try  con- 
sciously to  be  No.  One,"  says  Powell. 
"We'll  just  go  along  trying  to  grow  at 
twice  the  gross  national  product  or 
15%  a  year,  and  keep  our  financial 
ratios  in  line.  That's  enough  for  us." 

Many  a  company  would  be  happy 
to  settle  for  that.  ■ 


didn't  have  the  background  to  be  able 
to  give  that  direction."  At  Breck,  for 
exarnple,  faulty  programming  resulted 
in  new  mail-order  customers  being 
wiped  off  the  records  after  their  first 
transactions,  so  that  the  quality  of  the 
mail-order  rolls  was  continually  de- 
clining and  the  best  prospects  were 
lost.  Gilfillen,  as  executive  vice  presi- 
dent and  then  president  during  the 
acquisition  period,  must  accept  a 
goodly  share  of  the  responsibility  for 
the  mistakes. 

In  1971  the  company  acknowledged 
that  the-supermarkets  had  been  a  mis- 
take and  that  it  did  not  have  the  man- 
agement resources  or  financial  strength 
to  return  Breck  to  profitability.  So  it 
began  looking  to  sell  them,  while 
writing  off  some  $6  million  in  good- 
will and  intangibles.  Prospective  buy- 
ers have  been  found  for  both  opera- 
tions, and  by  the  end  of  this  year  the 
company  .should  be  left  with  its  origi- 
nal incentive  business.  Plaid  Stamps 
and  the  Hotel  MacDonald,  which  is 
now  at  break-even. 

There  may  well  be  further  cutbacks. 
A&P,  plunging  headlong  into  discount- 
ing, will  have  dropped  Plaid  Stamps 
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completely  by  the  end  of  the  summer. 
And  both  Sperry  &  Hutchinson  and 
Top  Value  Stamps  have  been  edging 
into  the  sales  incentive  field  while 
MacDonald  was  preoccupied  else- 
where. 

Gilfillen  professes  to  be  unworried. 
He  expects  MacDon aid's  incentive 
sales  to  be  up  by  at  least  20%  this 
year  to  $108  million.  Nevertheless,  he 
says,  MacDonald's  management  is  still 
interested  in  diversifying  away  from 
incentives  and  stamps,  and  currently 
is  looking  at  discount  catalog  ware- 
house stores.  "We  feel  we  know  some- 
thing about  this  business  because  of 
our  experience  with  stamp  redemp- 
tion centers,"  says  Gilfillen,  "and  we 
have  had  people  working  in  other  peo- 
ple's warehouse  stores  learning  what 
we  don't  know." 

Perhaps  MacDonald  has  learned 
from  its  recent  mishaps.  It  is  proceed- 
ing cautiously  with  its  warehouse 
stores,  opening  three  near  Dayton  for 
a  year's  observation  before  expanding. 

But,  alas,  MacDonald's  stockhold- 
ers are  back  where  they  were  more 
than  a  decade  ago,  and  another  plau- 
sible "concept"  has  bitten  the  dust.  ■ 
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Do  It  Well,  Do  It  Honestly 


Do  you  best  serve  stockholders  by  playing  a  bold  game?  Or  by  a  cautious,  albeit  prof- 
itable, policy?  Stone  &   Webster  is  one  of  those  rare  outfits  that  opts  for  the  latter. 


"We're  a  kind  of  funny  outfit  in  a 
way,"  says  Whitney  Stone  about  Stone 
&  Webster,  Inc.,  which  was  co-found- 
ed by  his  father.  "We  started  with 
t\vo  engineers,  one  Stone  and  one 
Webster,  doing  what  they  knew  best 
and  doing  it  well  and  honestly,  and 
that's  what  we're  still  doing." 

That  consistency  is  both  Stone  & 
Webster's  strength  and  its  weakness. 
The  company  has  been  in  on  the 
ground  floor  of  the  great  utility  con- 
struction boom  and  in  natural  gas  as 
well.  From  these  businesses  it  has  ex- 
tracted steady  growth  and  remarkable 
stability.  But  it  never  made  the  kind 
of  killing  its  knowhow  and  finances 
might  have  permitted. 

A  tall,  patrician  man  of  63,  Chair- 


tion  every  year.  There's  a  plus  factor 
now,  because  of  ecology,  inflation  and 
so  on,  that's  going  to  raise  that  13% 
to  15%,  16%,  even  18%.  It's  a  tremen- 
dous amount  of  money,  and  there 
aren't  too  many  companies  in  a  posi-  «■ 
tion  to  do  the  job  for  them." 

Aside  from  its  basic  engineering 
and  construction  business  ($37.6  mil- 
lion in  revenues  last  year),  S&W  also 
operates  a  sizable  investment  banking 
business,  Stone  &  Webster  Securities 
($15.7  million),  and  runs  a  small  but 
selective  management  consulting  op- 
eration ($4.1  million).  "No  other  com- 
pany." Baker  says,  "is  capable  of  taking 
an  assignment  and  showing  a  feasibili- 
ty study  first  from  the  management 
consulting  group,  proving  the  econom- 
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Nuclear  Plant.  S&W  does  it  all:  design,  construction,  pollution  control,  finance. 


man  Stone  describes  himself  as  "a 
conservative  New  Englander  who  likes 
to  think  of  things  going  along  easily 
and  nicely."  Right  now  things  are  go- 
ing very  nicely  indeed. 

The  company  Stone's  father  found- 
ed 83  years  ago,  in  partnership  with 
Edwin  S.  Webster,  is  one  of  the  U.S.' 
most  eminent  engineering  and  con- 
struction firms,  and  its  principal  cus- 
tomer, source  of  perhaps  80%  of  its 
business,  is  the  giant  electric  utility 
industry  for  which  S&W  has  handled 
more  than  $7  billion  worth  of  con- 
struction over  the  years. 

The  utility  industry  has  been  the 
primary  force  behind  the  roughly  33% 
expansion  in  S&W's  earnings  over  the 
past  five  years— from  $9.7  million  in 
1966  to  over  $13  million  in  1971.  If 
anything,  that  force  is  likely  to  mount 
in  the  years  ahead.  "The  electric  utili- 
ty business,"  says  S&W's  President 
Halmer  L.  Baker,  48,  "is  the  biggest 
single  business  in  the  U.S.,  and  it's 
using  13%  of  all  the  investment  capital 
created  in  this  country— spending  $15 
billion  to  $17  billion  on  new  construc- 


ic  feasibility  of  it  from  the  invest- 
ment banking  viewpoint,  and  then  go- 
ing ahead  and  designing  and  building 
it— all  under  the  same  roof." 

This  interrelationship  of  technical 
and  financial  services  didn't  just  hap- 
pen. S&W  presided  over  one  of  the 
old  public  utility  holding  company 
combines,  Engineers  Public  Service, 
and  though  it  has  long  since  divested 
itself  of  most  of  its  utility  holdings,  it 
still  attempts  to  maintain  something 
of  the  same  pivotal  role  in  its  cus- 
tomers' operations. 

In  the  old  days  S&W  controlled 
such  important  utility  properties  as 
Gulf  States  Utilities,  Puget  Sound 
Power  &  Light  and  Virginia  Electric  & 
Power.  These  days  it  r-egularly  services 
a  group  of  other  companies  as  well, 
including  Tenneco  and  Transcontinen- 
tal Gas  Pipe  Line  Co.,  which  it  helped 
form  and  finance  and  in  which  it  still 
has  a  hefty  stock  interest. 

Considering  all  the  things  it  has 
going  for  it.  Stone  &  Webster  might 
be  expected  to  have  cut  more  of  a 
figure  on  Wall  Street.  In  fact,  it  has 


cut  an  extremely  modest  one.  Its  stock 
sells  for  only  ten  times  1971  earnings 
(less  than  ten  times  1972  earnings, 
which  will  be  inflated  with  a  $1.05  a 
share  capital  gain).  The  total  market 
value  of  its  3.8  million  shares  is  only 
about  $150  million. 

The  problem  may  well  be  that  New 
England  caution  Whitney  Stone  de- 
scribes. In  a  booming  Wall  Street,  its 
Stone  &  Webster  Securities  has  not 
created  much  of  a  stir,  and  its  man- 
agement consulting  division,  as  Stone 
concedes,  "is  not  much  of  a  money- 
maker." The  company  has  virtually  no 
debt,  and  sits  on  a  portfolio  of  listed 
securities  worth  $60  million,  which 
wall  be  used  for  expansion. 

Whitney  Stone  recognizes  that  with 
its  extensive  financial  and  technical 
resources  S&W  ought  to  be  branching 
out  into  other  things.  It  has— to  a  lim- 
ited extent— ventured  into  oil  and  gas 
production  and  exploration  in  Texas 
and  Canada,  cold  storage  warehousing 
and  land  development  in  Atlanta.  But 
not  to  the  limit  of  its  resources. 

Of  S&W's  stockholdings,  chiefly 
Tenneco  and  Transco,  Stone  says, 
"We've  disposed  of  some  of  these 
shares,  and  we  should  dispose  of  more, 
but  you  can't  just  take  the  money 
and  put  it  into  some  other  security"— 
because  the  Investment  Company  Act 
of  1940  forbids  such  investments. 
Richard  Benjamin,  head  of  S&W's 
executive  committee,  adds:  "Unless 
you  can  find  a  place  to  reinvest  the 
money  at  a  comparable  return,  you're 
slow  to  dispose  of  them." 

As  it  is,  S&W  hasn't  yet  figured  out 
what  to  do  with  the  $14  million  it 
realized  last  month  from  the  sale  of 
its  Houston  pipeline  properties  to  Lone 
Star  Gas.  "Maybe  we'll  move  into  land," 
says  Benjamin,  "or  real  estate,  oil  and 
gas.  Coal  gasification  is  a  big  futiue 
industry,  and  that's  one  business  where 
money  can  be  used.  But  we  don't 
know  yet  what  we'll  do  with  it." 

For  all  its  caution,  Stone  &  Webster 
does  quite  well  for  its  stockholders. 
Not  counting  its  portfolio  holdings, 
the  company  earned  close  to  15%  on 
equity  in  its  basic  businesses  last  year. 
It  pays  a  fat  and  dependable  dividend, 
a  yield  of  close  to  5%  at  the  recent 
market  price.  Its  earnings  curve,  while 
not  straight  up,  has  been  fairly  smooth 
and  rising:  $1.53  in  1962;  $2.56  in 
1967;  $3.45  last  year.  In  the  trade-oH 
between  ri.sk  and  reward  in  business, 
Stone  &  Webster  has  cho-sen  to  mini- 
mize the  risks— and  who's  to  say  that's 
the  wrong  way  to  run  a  company?  ■ 
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Why  is  Dallas  the  place? 

Dallas  is  deep  in  the  heart  of  everything.  Right  in  the 
middle  of  the  Southwest,  equidistant  from  the  four 
major  population  centers  of  North  America. 

All  roads  lead  to  Dallas.  And  next  year  when  the 
world's  largest  airport  opens,  all  air  lanes  will,  too.  As 
a  sales,  distribution  and  transportation  center,  it's  a 
natural.  So  it's  naturally  the  financial  center  of  the 
Southwest. 

Why  the  $2.6  Billion  First  in  Dallas? 

Regional  banking  services  are  the  First's  specialty.  And 
we're  currently  providing  them  for  over  70  of  Fortune 
Magazine's  100  largest  corporations.  Satisfying  their 
regional  needs  by  doing  what  we  do  best— cash 
management. 

With  seven-day-a-week  postal  courier  collections 
and  processing,  and  over  700  regional  correspondent 
banks,  we  can  provide  receivable  collection  systems, 
data  transmission,  disbursements  and  payroll  services 
along  with  complete  credit  facilities,  including 
international. 

Why  not  get  the  story  first-hand? 

Let  us  tell  you  more  about  the  dynamic  Southwest.  We 
think  you'll  agree  Dallas  is  the  place  to  do  your  regional 
banking.  And  First  National  is  the  bank.  Call  Senior 
Vice  President  Bill  Breedlove  at  (214)  749-4487. 
Or  Ed  Townsend,  Senior  Vice  President  for 
National  Accounts  at  749-4670. 


Regional  banker 
for  the  Southwest. 


The  Gish  Management  Specialists. 
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NATIONAL  BANK 

IN  DALLAS 

NOW  LEASING  IN  DALLAS:  the  56-story  First  International  Bldg.  for  occupancy  first  quarter  1974.  P.O.  Box  6031,  Dallas,  Texas  75222. 
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The  power  of  concentration. 


When  you  concentrate  on  sonnething  you're  good  at,  you 
have  the  potential  of  developing  powerful  innprovennents 
in  the  products  you  make. 

Take  color  TV. 

RCA  pioneered  color  television.  And  since  1954,  when 
we  put  our  first  color  sets  on  the  nnarket,  weVe  con- 
centrated on  making  our  sets  better-performing,  longer- 
lasting  and  easier  to  service. 

And  weVe  come  a  long  way  in  doing  that.  And  a  lot  of  our 
improvements  resulted  from  our  being  able  to  design 
concentration  — physically— into  electronic  components. 

For  instance,  in  every  one  of  RCA's  100%  solid-state 
XL-100  color  sets,  there  are  twelve  plug-in  AccuCircuit . 
modules.  Combined,  these  circuits  perform  85%  of  all 
color-reception  functions. 

And  each  module  is  designed  to  concentrate  on  separate 
electronic  operations.  Which  means  that  if  something 
goeswrong.diagnosisofthe  problem  is  usually  quick  and 
simple  and  more  sets  can  be  repaired  in  the  home 
instead  of  the  shop. 

But  that's  just  one  improvefnent  out  of  many.  RCA  is 
concentrating  on  developing  even  more  advanced  com-' 
ponents  for  the  color  TV  of  the  future. 

At  RCA,  we're  concentrating  on  many  areas  of 
opportunity.  Like  consumer  electronics,  consumer 
services,  entertainment  and,  of  course,  communications 
technology.  Areas  in  which  RCA  has  an  active  role 
today  and  will  seek  an  even  greater  role  tomorrow. 
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The  Money  Men 


Long-Shot  Players 


T.  Unterberg 


fi.  Towbin 


R.  Towbin 


You  don't  see  many  of  these  but- 
tons on  Wall  Street.  (You  don't  see 
Nixon  buttons  either,  but  that's  be- 
cause Nixon  supporters  tend  to  be 
undemonstrative  types.)  So  it  is 
surprising  to  find  two  partners  of 
the  investment  firm  of  C.E.  Unter- 
berg,  Towbin  actively  supporting 
George  McGovern. 

Forbes  sent  Howard  Rudnitsky 
down  to  The  Street  to  find  out  why. 
"We  are  supporting  him  [McGov- 
ern]," said  Belmont  Towbin,  62,  a 
partner  and  one  of  the  founders, 
"because  I  think  he  has  a  chance 
to  be  President  and  I  think  someone 
has    to    communicate    with    him." 

Practical  people,  these  Towbins. 
They  think  McGovern  may  be  a  bit 
fuzzy,  but  he  can  be  educated  to 
the  fiscal  facts  of  life.  "We  had  a 
meeting  here  with  Benjamin  Okner, 
an  economist,  and  Gordon  Weill, 
McGovem's  administrative  assis- 
tant, to  talk  about  his  economic 
policy.  They  wanted  to  know  what 
we  thought  his  policy  was,  and  we 
got  the  impression  that  they  were 
searching  for  a  policy." 

What  did  the  partners  contrib- 
ute to  the  awakening  of  George 
McGovern? 

"We  told  them  two  things,"  said 
brother  Robert  Towbin,  37. 

"One,  that  the  capital  market  is 
an  important  part  of  the  American 
scene,  that  we  can  raise  more  mon- 
ey than  anywhere  else  in  the  world, 
that  a  number  of  the  problems  that 
face  the  country  can  be  solved 
through  this  vehicle. 

"Two,  that  part  of  the  American 
dream  is  getting  rich.  It's  amazing 
how  many  people  like  the  fact  that 
someone  has  $2  million." 

What  about  McGovem's  attitude 
toward  the  capital  gains  tax? 


"Wall  Street  can  live  without 
capital  gains,"  Belmont  Towbin  re- 
plied. "With  the  new  federal  rates 
and  the  state  rates  and  the  New 
York  City  rates,  the  tax  is  already 
about  40%.  How  much  lower  is 
that  than  the  ordinary  tax? 

"Wall  Street  is  reacting  to  Mc- 
Govern the  way  they  used  to  react 
to  Franklin  Roosevelt.  The  Street 
feels,  why  rock  the  boat  when  you 
have  a  friend  in  the  White  House? 
I  think  this  is  a  shortsighted  atti- 
tude. I  believe  that  McGovern  be- 
lieves in  the  system  but  wants  it  to 
work  a  little  differently." 

In  offering  to  be  Wall  Street's 
conduit  to  the  McGovern  camp, 
Unterberg,  Towbin  is  acting  very 
much  in  character.  It  is  a  partner- 
ship that  represents  new  money,  not 
old,  as  Wall  Street  wealth  goes,  and 
it  has  always  played  a  veiy  special 
game.  While  it  has  been  around 
since  1932,  the  firm  never  amount- 
ed to  much  until  the  boom  in  new 
technology  issues  in  the  Fifties. 

The  firm  limped  along  until  after 
World  War  II  when  Belmont  Tow- 
bin came  back  from  the  U.S.  Navy. 
Unable  to  compete  with  big  houses, 
the  firm  went  into  the  business  of 
doing  small  financings,  "under 
$300,000."  Towbin  says,  "The  big 
firms  wouldn't  do  tiny  deals,  and 
small  firms  took  20%  plus  cheap 
stock.  We  decided  we  could  do  it 
for  10%." 

Enter  Laurance  Rockefeller, 
whom  Towbin  had  met  in  Wash- 
ington. Rockefeller  gave  the  firm  a 
chance  to  sell  a  new  issue  of 
20,000  shares  of  Marquardt  Air- 
craft, and  the  two  partners  made 
about  $22,000.  Then  they  got  in- 
volved in  evaluating  American  Re- 
search   &    Development,    General 


George  Doriot's  venture-capital 
film  which  was  selling  at  around  a 
35%  discount  from  its  net  asset  val- 
ue. They  started  trading  ARD's 
shares  and  got  interested  in  sev- 
eral of  ARD's  affiliates,  like  Ionics, 
High  \'oltage  Engineering  and  Air- 
borne Instruments.  "In  those  days," 
says  Towbin,  "you  could  just  go 
out,  find  5,000  shares  that  weren't 
owned  by  one  person,  buy  them 
and  make  a  market.  We  started 
with  High  Voltage,  which  ARD 
carried  on  theii-  books  at  around  $2 
a  share,  and  after  we  had  made  a 
market  in  it  for  a  while,  it  was  sell- 
ing at  close  to  $20.  As  a  result, 
suddenly  the  parent  company's  as- 
set value  went  to  $35  from  $20." 

Unterberg,  Towbin  then  be- 
came underwriter  for  ARD's  stable 
of  companies  and  for  many  small 
technology  companies. 

"It  wasn't  that  we  were  really 
experts  in  technology,"  Belmont 
Towbin  says,  "but  we  could  do  a 
good  job  of  raising  money  for  small 
companies.  What  you  didn't  know 
about  the  scientific  aspects  you  got 
from  professors  at  MIT  and  en- 
gineers at  other  companies." 

Unterberg,  Towbin  flourished. 
It  has  to  its  credit  such  underwrit- 
ing successes  as  Philip  A.  Hunt 
Chemical,  Mammoth  Mart,  Frank- 
lin Mint,  Randolph  Computer  and 
an  early  Diners'  Club  offering. 

The  crash  of  1962  was  a  severe 
setback,  but  fortunately  new  issues 
picked  up  again  in  the  mid-Sixties. 
At  times  the  firm  would  handle 
an  initial  underwriting  referred  to 
it  by  a  bigger  house;  if  the  compa- 
ny was  a  success,  the  bigger  house 
would  handle  subsequent  under- 
writings  and  allow  Unterberg, 
Towbin  participation. 
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The  profits  have  been  immense. 
In  spite  of  taxes  and  withdrawals 
of  capital  (Clarence  Unterberg 
took  a  good  chunk  out  when  he 
became  a  limited  partner  in  1971), 
the  firm's  capital  is  now  $10  mil- 
lion, up  from  just  $1  million  in 
1960.  Until  last  year  it  had  only 
four  partners;  now  there  are  six.  It 
has  only  one  ofiBce,  and  clears 
through  Loeb,  Rhoades  &  Co. 
From  its  earliest  days,  Unterberg, 
Towbin  has  avoided  big  overhead. 

With  that  kind  of  capital,  Unter- 
berg, Towbin  is  participating  in  a 
few  deals  itself.  "We  will,"  says 
Partner  Thomas  Unterberg,  "put 
$100,000  to  $300,000  into  a  com- 
pany and  place  the  rest  with  our 
wealthy  clients. 

"Cobe  Laboratories,  which  makes 
artificial  kidney  machines,  came  in 
a  few  years  ago.  It  was  doing  $2 
million  in  business.  They  needed 
$600,000  in  equity.  We  put  up  half, 
and  Greylock  Corp.,  an  investment 
vehicle  for  several  rich  families, 
put  up  the  rest." 

Unterberg,    Towbin    is    taking 


Cobe  public  shortly,  with  a 
200,000-share  offering  at  an  esti- 
mated $20  a  share.  The  underwrit- 
ing fee  on  an  issue  like  this  could 
be  about  $350,000  of  which  Unter- 
berg, Towbin  would  keep  20%  of 
the  gross  spread.  In  addition,  it  got 
68,000  shares  for  its  $300,000  in- 
vestment, which  could  mean  a 
built-in  capital  gain  of  $1  million 
—more  if  Cobe  sells  above  its  of- 
fering price. 

Thus  has  Unterberg,  Towbin 
prospered  while  scores  of  other 
small  firms  have  fallen  by  the  way- 
side. "Trusts  and  insurance  com- 
panies are  all  looking  for  small 
companies  to  invest  in  these  days," 
says  Unterberg.  "The  big  institu- 
tions are  less  timid.  They'll  do  a 
private  placement  and  they  may 
want  to  buy  the  stocks  as  well. 
This  is  right  up  our  alley.  The  in- 
stitutions are  in  the  market  for  new 
small  companies,  and  small  compa- 
nies are  our  stock  in  trade. 

"In  fact,  I  heard  one  institution 
venture  that  wage  and  price  con- 
trols would  stay  on  no  matter  who 


won  in  November,  so  he  was  only 
interested  in  small  companies,  be- 
cause they  are  exempt." 

Now  comes  a  plug  for  McGovern. 
Unterberg  seems  to  feel  that  if  Mc- 
Govern wins,  it  is  possible  that  he 
will  try  to  redirect  wealth  away 
from  the  large  corporations  toward 
the  smaller  innovative  ones,  and 
that  the  wage  and  price  controls 
will  most  likely  affect  the  giant 
companies.  That  would  be  right  up 
Unterberg,  Towbin's  alley.  But  if 
Nixon  wins?  Won't  the  Estab- 
lishment punish  Unterberg,  Tow- 
bin for  its  heresy?  A  shrug  of  the 
shoulders.  "Our  support  of  Mc- 
Govern," says  Belmont  Towbin, 
"has  made  some  people  angry,  but 
people  on  Wall  Street  are  much  too 
sophisticated  .  .  .  ."  Brother  Robert, 
finished  the  sentence  for  him.  ".  .  . 
too  sophisticated  to  do  anything 
other  than  think  we  were  wrong." 

Has  the  Towbins'  advocacy  pro- 
duced any  results?  Very  little  so  far. 
In  fact,  says  Robert  Towbin,  "Mc- 
Govern seems  to  be  issue-price  bid 
right  now."  ■ 


.  The  only  thing 
we  don't  export 
is  the  dollar. 


When  you  ship  by  Farrell,  you  ship  American. 
And  you  serve  your  country's  Interests  as  well 
as  your  own. 

Farrell  Lines  links  U.S.  Atlantic  ports  with 

West,  South  and  East  Africa,  and  Atlantic  and  Gulf 

ports  with  Australia  and  New  Zealand,  Our  expertise 

and  experience  in  handling  containerized,  break  bulk, 

deep  tank  and  refrigerated  cargo  provide  the  most 

efficient  sea  freight  service  available.  At  no  extra  cost  to 

your  company.  And  no  cost  to  your  country. 

As  American  flagships,    Farrell  freighters  are 

American  built,  manned  and  operated.  We  purchase 

our  food,  supplies  and  equipment  here.  Our  crews 

are  paid  with  dollars  and  live  in  the  U.S.A.  This 

helps  to  keep  the  dollar  stateside.  And  to  strengthen 

American  business. 


MaRjTi^^ 


FAST  AMERICAN  FLAG  SHIPS 

One  Whilehall  Street,  New  York,  N.  Y,  100O4  •  Tel ;  (212)  944  7460 
REBUILDING  AMERICA'S  MERCHANT  FLEET. 
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Birds  of  a  Feather 

European  aerospace  companies  are  flocking  together  to  push  the  American  eagle  out  of 
its  $10-billion  nest.  The  trouble  is,  their  governments  are  seeing  to  it  that  they  succeed. 


'l"nK  European  aerospace  industry  has 
come  to  life  and  fired  a  warning  shot 
across  the  bow  of  the  U.S.  aircraft  in- 
dustry. It  isn't  only  the  sonic  boom  of 
the  Anglo-French  Concorde,  but  the 
twin  jets  of  the  more  conventional  Eu- 
ropean-built A-300B.  The  Concorde 
may  or  may  not  turn  out  to  be  a 
bomb,  but  the  fat  two-engined 
A-300B  looks  like  a  certain  success. 
It  has  already  shut  the  door  on  a 
good-sized  potential  market  for  U.S. 
aerospace  companies. 

For  the  U.S.,  the  implications  are 
not  reassuring.  Aircraft  is  one  area  in 
which  U.S.  exports  have  continued 
strong:  Boeing  and  Douglas  are  still 
the  standard  of  the  airlines  world 
from  Tokyo  to  Tasmania,  Copenhagen 
lo  Capetown.  Last  year  aircraft  was 
the  U.S.'  biggest  single  manufactured 
export  item  and  earned  a  surplus  of 
$3.9  billion  for  the  hard-pressed  bal- 
ance of  payments.  Both  the  A-300B 
and  the  Concorde  may  well  narrow 
this  advantage. 

Speaking  of  the  A-300B,  Jack  Stei- 
ner,  Boeing's  vice  president  and  de- 
signer of  the  727,  says:  "I've  seen  the 
plane,  and  it  appears  to  be  an  excel- 
lent product  for  its  particular  slot,  the 
high-density,  European,  capital-to- 
capital  market."  At  its  jazziest,  the 
widebodied  airbus  can  travel  only 
2,500  miles,  but  this  is  more  than  ade- 
quate for  Europe's  stop-and-go  kind 
of  flying. 

Similar  threats  are  shaping  up  in 
military  aircraft.  Milton  Henshaw, 
head  of  LTV  Aerospace's  European 
operations,  says:  "The  European  aero- 
space industry,  once  in  disarray,  has 
gotten  lined  up  again.  Speaking  as 
an  American,  obviously  things  won't 
be  as  easy  for  the  many  U.S.  com- 
panies that  have  been  manufacturing 
civil  or  military  equipment  or  avion- 
ics, and  planning  automatically  to  sell 
them  abroad,  too." 

In  military  machines,  there  is  the 
Jaguar  strike  aircraft,  another  joint 
Anglo-French  project,  this  one  carried 
out  by  France's  Dassault-Breguet  and 
Britain's  British  Aircraft  Corp.,  along 
with  Rolls-Royce.  Other  military 
planes  are  on  European  drawing 
boards,  including  a  multirole  combat 
craft  and  a  number  of  joint  all-Eu- 
ropean engine  projects. 

The  Jaguar  experience  to  date  has 
not  been  encouraging:  Originally  esti- 
mated to  cost  $2  million  a  plane,  it  is 
now  heading  to  the  $.5-miliion  mark. 
But  with  pride  and  technology  and 
independence  of  the  U.S.  all  involved. 


W;//  f/ie  A-300B  .  .  . 


it  is  questionable  how  important  eco- 
nomics is  to  these  projects. 

Consider  the  case  of  Aerospatiale. 
This  $600-million  (1971  sales)  com- 
pany was  formed  two  years  ago  from 
the  merger  of  small  state-owned  firms. 
Where  does  the  money  come  from? 
Well,  from  the  taxpayers  mainly,  for 
the  Concorde,  Aerospatiale's  major 
contract,  is  government  fimded. 
When  cash  did  start  to  get  short  ear- 
lier this  year,  however,  the  French 
government  "persuaded"  six  French 
banks  to  take  7.5%  of  the  company; 
three  of  the  banks  are  themselves 
state-owned.  Germany  has  a  similar 
mixed  government-private  company, 
Messerschmitt-Bolkow-Blohm. 

After  World  War  II,  the  continen- 
tal aircraft  industry  was  in  a  state  of 
collapse,  and  the  British  industry  fell 
apart  in  the  Fifties  aiid  Sixties.  But 
the  talent  remained  and  the  market 
remained,  and  now  the  industries  are 
being  reborn  under  the  nurture  of 
European  economic  integration.  The 
Concorde  is  British  and  French.  The 
A-300B  is  British  and  French  and 
German  and  Dutch.  The  talk  is  that 
the  two  pan-European  aerospace  cor- 
porations eventually  will  emerge. 

Prestige      and     technology     aside, 


there  are  jobs  involved.  Without  the 
Concorde,  British  Aircraft  Corp.  would 
cease  to  exist  as  an  aircraft  manu- 
facturer; with  it  would  vanish  25,000 
jobs  in  Britain  alone.  French  govern- 
ment-owned Aerospatiale,  which  is 
building  the  French  Concordes,  pro- 
vides 25,000  jobs  in  the  city,  Toulouse, 
dominating  the  area  much  as  Boeing 
dominates  Seattle.  So  what  Concorde 
makes  brazenly  clear,  especially  now 
that  Air  France  and  BOAC  have  had 
to  make  firm  orders,  is  that  supply 
and  demand,  willing-buyer-willing- 
seller  and  best  market  prices  may 
count  for  less  than  in  the  past. 

A  prime  reason  for  the  A-300B's 
jump  on  U.S.  competition  is  the 
sponsors'  ability  to  start  building  the 
plane  without  commitments  to  pur- 
chase by  airlines.  The  reason  is  all 
those  state-owned  European  airlines 
waiting  in  the  wings.  Before  a  U,S. 
company  dares  to  commit  the  massive 
amounts  of  capital  refpiired  to  build 
an  aircraft,  it  must  have  the  airlines' 
assurances  they  can  use  the  aircraft. 

The  A-30()R  will  be  ready  for  trials 
later  this  year— its  General  Electric  off- 
the-peg  engines  have  just  been  fitted 
to  the  first  model.  Aerospatiale  is  the 
French     partner.     Not     suiprisingly. 
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gtate-owned  Air  France  has  already 
ordered  six  airplanes. 

Lufthansa  and  KLM  can  be  ex- 
pected to  follow.  After  all,  Germany's 
Messerschmitt-Bolkow-Blohm  (MBB) 
and  the  German-Dutch  merger,  VFW- 
Fokker,  have  a  stake,  too.  Britain's 
Hawker  Siddeley  has  a  $30-million 
private  stake  in  the  airbus,  but  the 
British  government,  once  a  participant, 
withdrew  last  year. 

Barring  unforeseen  technical  failure, 
which  no  one  expects,  the  A-300B 
will  sew  up  the  European  market  for 
short-  to  medium-range  jets.  Everyone 
FoBBES  talked  to,  from  aerospace  com- 
panies to  Department  of  Commerce 
officials,  is  resigned  to  that  loss. 

But  beyond  the  A-300B,  a  limited- 
market  machine,  there  is  the  potential 
replacement  of  the  entire  range  of 
smaller  jets  in  the  Boeing  707  class; 
there  are  650  of  these  planes  flying 
throughout  the  world.  The  McDon- 
nell Douglas  DC-10  is  already  a  con- 
tender in  this  market  and  so  is  the 
Lockheed  L-1011.  But  it  appears  that 
the  Europeans  also  have  their  eyes 
on  part  of  it. 

A  Cozy  Cartel? 

How  big  a  part?  Ludwig  Bolkow, 
president  of  West  Germany's  small, 
but  growing  Messerschmitt-Bolkow- 
Blohm,  says  flatly:  "In  certain  spe- 
cialized fields,  the  American  industry 
will  continue  to  supply  Europe, 
whereas  in  other  special  fields,  Eu- 
ropean products  should  become  in- 
creasingly competitive  in  the  U.S." 

In  round  numbers,  Bolkow  thinks 
Europe  should  claim  about  one-third 
of  the  total  market  for  big  commercial 
planes,  where  the  U.S.  now  has  over 
80%.  Bolkow  hints  delicately  that 
things  might  go  easier  all  round  if 
the  U.S.  would  stretch  its  antitrust 
laws  to  permit  a  cartel  agreement. 

"This  is  a  good  time  for  our  indus- 
try to  reorganize,"  says  Bolkow,  "at 
a  time  when  the  U.S.  industry,  our 
major  competitor  and  partner,  is  also 
in  a  phase  of  reorganization 
and  transition." 

The  U.S.  companies  are  not  taking 
this  challenge  lying  down.  Taking  a 
bead  -on  the  A-300B,  McDonnell 
Douglas  is  talking  about  a  twin  en- 
gined  version  of  the  DC-10.  Both  Boe- 
ing and  Lockheed  are  actively  discus- 
sing joint  ventures  with  the  Japanese; 
Boeing  is  also  talking  with  the  Italians. 
Boeing's  Steiner  expects  his  own  com- 
pany's stretch-bodied  727-200  will 
get  much  of  the  U.S.  market. 

Certainly  the  U.S.  industry  is  neither 
down  nor  out.  But  it  is  going  to  have 
to  live  with  real  competition  for  the 
first  time  in  decades.  Another  major 
U.S.  trade  and  technological  advan- 
tage may  be  fading.  ■ 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 

OIL  AND   GAS  DIVISION 

Minerals  ownership,  exploration  and   development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's  largest  and   most 
modern   production   facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST  STOCK  EXCHANGES  (SYMBOL:  NAR) 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


350,000  Shares 

Pennsylvania  Power  &  Light  Company 

Preference  Stock  (Cumulative),  $8.00  Series 

(Without  Nominal  or  Par  Value) 


Price  $100  per  Share 

plus  tccrued  dividends  from  date  of  original  issue 


Copies  of  the  Prospectus  may  be  obfoined  from  the  undersigned  anu  from 
such  other  dealers  as  may  lawfully  offer  these  securities  in  this  State. 


Drexel  Firestone 

INCORPORATED 


The  First  Boston  Corporation 


duPont  Glore  Forgan       Eastman  Dillon,  Union  Securities  &  Co.       Halsey,  Stuart  &  Co.  Inc 

INCORPORATED  INCORPORATED 

Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co. 

INCORPORATED 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

INCORPORATED 

Stone  &  Webster  Securities  Corporation  White,  Weld  &  Co. 

INCORPORATED 

Bache  &  Co.  E.  F.  Hutton  &  Company  Inc. 

INCORPORATED 
July  12,  1972 


Lehman  Brothers 

INCORPORATED 

Smith,  Barney  &  Co. 

INCORPORATED 

Dean  Witter  &  Co. 

INCORPORATED 

Reynolds  Securities  Inc. 
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Light  Heavyweight 


There  is  virtue  in  size.  For  Hercules,  in  small  size.  And  agility. 


When  a  conservative  company  de- 
cides to  change  course,  it  helps  if  it  is 
small  enough  so  the  results  count  for 
something.  And  it  doesn't  hurt  if  the 
company  then  picks  markets  to  enter 
that  it  turns  out  to  dominate.  An  im- 
possible scenario?  Not  for  Wilmington, 
Del.'s  Hercules,  Inc. 

Back  in  the  Fifties,  when  Hercules 
management  awoke  from  a  long 
sleep,  the  company  was  doing  a  mere 
$200  million  a  year  in  sales,  grinding 
out  explosives,  naval  stores  (chemi- 
cals derived  from  pine  trees)  and  pa- 
per chemicals.  Then  it  plunged  into 
two  markets  it  now  dominates,  DMT 
(dimethylterephthalate,  a  key  chemi- 
cal in  polyester  manufacture)  and 
polypropylene. 

Result:  With  $812  million  in  sales, 
ninth-largest  in  the  chemical  industry, 
Hercules  over  the  past  five  years  has 
averaged  a  13%  return  on  equity, 
trailing  only  du  Pont  and  Dow  among 
the  other  eight,  and  a  10%  return  on 
total  capital,  trailing  only  du  Pont 
and  American  Cyanamid. 

No  one  knows  Hercules'  pattern  of 
success  better  than  Werner  C.  Brown, 
53,  its  president  since  1970.  A  chem- 
ist by  training.  Brown  has  been  with 
the  company  for  30  years,  all  his 
working  life.  But  Brown's  formula  for 
Hercules'  next  phase  of  expansion  is 
more  radical  than  the  old:  His  plunge 
is  away  from  old-style  chemicals. 

Even  in  its  original  business.  Brown 
notes,  Hercules  usually  managed  to 
do  something  different  and  more  prof- 
itable to  its  commodity  chemicals. 
"Take  our  rosin  business  [Hercules  is 
the  largest  producer  of  pine  rosins]. 
We  sell  practically  no  rosin  as  such. 
We  esterify  it,  saponify  it,  polymerize 
it,  do  six  or  seven  things  to  it  that 
make  it  different  and  lift  it  out  of  the 
commodity  class."  In  short,  make  it 
more  profitable. 

So  when  the  company  plunged  into 
polypropylene,  it  quickly  found  ways 
of  upgrading  it,  moving  into  specialty 
derivatives,  particularly  fibers  and 
films.  Polypropylene  has  captured  11% 
of  the  upholstery  fabric  market  in  the 
last  three  years,  and  Hercules'  Her- 
culon  has  almost  all  of  it.  "Instead  of 
selling  it  as  the  resin  for  12  cents  a 
pound,  we're  selling  it  for  a  dollar," 
Brown  says.  Less  than  25%  of  Hercules' 
polypropylene  is  sold  as  the  commod- 
ity resin. 

Nothing  Hercules  could  do  to  DMT 
would  lift  it  out  of  the  commodity 
class.  But  it  did  come  up  with  its  own 
patented  process  for  making  it  more 
cheaply.  Result:   Hercules  is  the  No. 


One  (and  probably  highest  profit) 
producer,  making  close  to  1  billion 
pounds  worldwide. 

Together,  DMT  and  polypropylene 
last  year  accounted  for  about  25%  of 
Hercules'  sales.  The  same  principle 
has  been  applied  to  Hercules'  basic 
chemical  business.  Brown  has  been 
pushing  farther  away  from  chemical 
applications  and  into  apparel  fibers 
and  copolymers  capable  of  substitut- 
ing for  metals  and  other  plastics,  par- 
ticularly in  automotive  applications. 
At  the  same  time  Brown  is  clearing 
the  decks  for  his  expansion  plans  by 
closing  the  doors  to  many  of  his  old 
businesses,  12  of  them  to  date,  that 
just  were  going  nowhere.  He  ob- 
serves, "My  housecleaning  chores  are 
far  from  being  finished." 

But  before  Hercules  loses  the  flexi- 
bility of  its  relatively  small  size.  Brown 
means  to  shake  it  up  a  little  more.  He 
has  already  acquired  several  nonchem- 
ical  companies,  all  of  which  have,  he 
believes,  the  same  potential  for  high 
margins  Hercules'  chemical  ventures 
have  had.  One  company  has  a  unique 
optical  scanning  process  for  checking 
credit  cards,  now  being  tested  at 
500  installations.  Another  company  is 
testing  a  solid  waste  treatment  pro- 
cess. A  modular  home  company  with 
an  annual  capacity  of  1,000  units  was 
acquired  last  year.  And  this  year  he 
has  earmarked  $25  million  to  $50  mil- 
lion for  further  acquisitions— all  for 
smallish  companies  with  specialty 
products. 

"I  doubt  that  this  company  will  ever 
be  identified  as  anything  but  a  chemi- 
cal company,"  Brown  concedes,  "but 
up  to  25%  of  our  revenues  could  come 
from  nonchemicals."  And  at  least  as 
much  profit.  For  the  fact  is  that,  de- 
spite its  expansion,  Hercules  is  still 
small  enough  for  such  excursions  to 
have  a  significant  impact  on  the  com- 
pany. Similar  successes  would  have 
no  appreciable  effect  on,  say,  $3.9- 
billion-sales  du  Pont  or  $3-billion-sales 
Union  Carbide. 

Says  Brown,  "We're  like  the  light 
heavyweight  wrestler,  who  was  the 
best  wrestler  on  the  old  wrestling 
teams.  He  could  overcome  the  weight 
advantage  of  the  heavyweight  be- 
cause of  his  quickness."  ' 


High-Margined  Market?  That's 
right.  Hercules  supplied  the  pig- 
ments that  went  into  the  16,000 
rainbow-hued  tiles  facing  Hono- 
lulu's 30-story  Hilton  Towers  Hotel. 
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Which  of  these 

cities  has  the  highest 

divorce  rate? 


Boston 


New  York 


Philadelphia 


Chicago 


San  Francisco 


Los  Angeles 


Los  Angeles  is  the  biggest 
unhitching  post.  It  ranks  num- 
ber one  among  these  seven 
cities  in  number  of  divorces 
per  1000  population.  But  San 
Francisco  and  Chicago  aren't 
far  behind. 

What's  happening? 

Some  say  a  sexual  revolu- 
tion. Certainly  new  social 
trends.  Whatever  the  reasons, 
the  ratio  of  divorces  to  mar- 
riages in  the  United  States  has 
now  reached  an  all-time  high 
of  more  than  40  percent.* 

And  because  there's  a  CBS 
Owned  AM  radio  station  in 
each  of  these  cities,  it's  part  of 
our  responsibility  to  the  60 
million  people  who  live  where 
we  live  to  report  it.  To  probe 
and  dissect  what's  altering  so 
many  lives  for  better  or  worse. 

That's  why  Southern  Cali- 
f  ornians  could  turn  to  KNX 
Newsradio  to  learn  the  early 
impact  of  their  state's  new 
divorce  laws. 

It's  why  San  Franciscans 
hear  every  weekday  on  KCBS 
Newsradio  a  continuing  report 
on  divorce,  marital  experi- 
ments and  related  matters, 
"The  Subject  Is  Sex." 

On  each  of  our  stations,  the 
way  people  live  now  is  under 
steady  examination. 

As  is  every  other  aspect  of 
life  in  the  new  world  of  the 
U.S.  city  today.  A  pressure- 
filled,  precarious  and  challeng- 
ing world. 

We're  involved  with  it  all. 

From  the  close-up  examina- 
tion of  our  own  neighborhoods 
to  the  news  of  this  minute 
from  all  over. 

Because  the  state  of  marriage 
isn't  the  only  thing  that  has 
people  tied  up  in  knots. 

The  CBS  Owned 
AM  Stations 

We  feel  responsible  to  over 
60  million  people. 

WEEI  Newsradio  59,  Boston 
WCBS  Newsradio  88.  New  York 
WCAU  Radio  121,  Philadelphia 
WBBM  Newsradio  78,  Chicago 
KMOX  1120,  St.  Louis 
KCBS  Newsradio  74,  San  Francisco 
KNX  Newsradio  1070.  Los  Angeles 
Represented  by  CBS  Radio  Spot  Sales 


•Based  on  the  average  number  of  divorces  1 969-71  compared  to  marriages  seven  years  earlier 
(th^  median  duration  of  marriages  ending  in  divorce  is  seven  years). 
Source:  Bureau  of  Census,  U.S.  Department  of  Commerce;  Public  Health  Service, 
U.S.  Department  of  Health,  Education  and  Welfare. 


Faces  Behind  the  Figures 


Turning  Point? 

With  a  22%  gain  in  first-quarter 
earnings,  an  even  sharper  gain  in 
the  second  quarter  coming  up  and 
the  biggest  and  best  year  in  history 
in  prospect,  Alexander  Calder  Jr., 
56,  chairman  and  president  of 
Wayne,  N.J.'s  Union  Camp  Corp., 
could  be  pardoned  last  month  for 
feeling  pretty  good.  But  as  Sox 
Calder  sees  it,  1972  is  shaping  up 
as  a  major  turning  point  for  both 
Union  Camp  and  the  hard-pressed 
paper  industry.  "The  hundreds  of 
millions  of  dollars  we  have  invested 
in  plant  and  timberlands,"  Calder 
says  cheerfully,  "should  begin  to 
show  a  more  reasonable  return  than 
they  have  for  at  least  15  years." 

Things  look  so  good  at  the  mo- 
ment, Calder  goes  on,  because  for 
years  they  have  looked  so  bad.  As 
paper  prices  declined  on  excess  ca- 
pacity, margins  grew  so  thin  and 
construction  costs  so  high  that  few 
companies  could  justify  expanding 
their  capacity.  "In  our  heads,  we've 
built  an  unbleached  paper  mill  sev- 
eral times  in  the  past  few  years,  but 
the  returns  we  visualized  were  be- 
tween zero  and  \%."  Calder  was  not 
alone.  The  industry's  expansion 
slowed  and  demand  began  to  ab- 
sorb that  overcapacity,  so  that  to- 
day the  industry  is  finally  running 
flat  out— supply  and  demand  are 
roughly  in  balance,  paper  is  on  the 
verge  of  becoming  short  and  prices 
at  long  last  have  nowhere  to  go  but 
up.  In  the  last  few  weeks,  in  fact, 
Calder  says  wryly,  linerboard  prices 
have  finally  come  back  to  their  old 
1955  levels. 

And  Calder  expects  the  tight 
supply  situation  to  last  for  at  least 
three  years.  Why?  Because  it  takes 
that  long  to  build  a  new  mill;  only 
one  new  mill  is  under  construc- 
tion in  the  U.S.  at  present,  and 
who's  going  to  start  any  others,  he 
says,  at  present  prices?  "Linerboard 
now  sells  for  $127.50  a  ton,  but  it 
would  have  to  go  up  to  $150  or 
$160  a  ton  for  a  new  plant  invest- 
ment to  yield  a  return  on  invest- 
ment of  even  6%  or  7%.  We  can  do 
better  than  that  elsewhere." 

But  not  necessarily  forever.  For 
Calder  also  feels  the  paper  industry 
at  long  last  has  broken  free  of  the 
cycles  that  have  lacerated  its  earn- 
ings for  two  decades.  The  reason, 
Calder  says,  is  that  henceforward 
the  industry  won't  be  able  to  ex- 
pand faster  than  demand  even  if  it 


wants  to.  For  one  thing,  most  com- 
panies are  so  highly  leveraged 
they're  going  to  be  hard  put  to 
raise  the  $600  million  a  year  they 
need  just  to  keep  up  with  normal 
demand.  For  another,  the  industry 
is  running  out  of  plant  sites,  and 
even  forgetting  that  pollution  con- 
trols have  added  10%  to  construc- 
tion costs,  regulations  are  so  un- 
certain that  any  investment  be- 
comes a  lot  riskier  than  it  used  to 
be.  Then  too,  timber  costs  are  so 
high  that  outsiders  are  unlikely  to 
move  into  the  industry  as  several 


of  them  did  a  decade  or  more  ago. 
Hopeless  optimism?  Perhaps. 
But  there's  at  least  an  even  chance 
that  Calder  is  right.  Meanwhile,  he 
is  biding  his  time  and  cultivating 
the  nonpaper  potential  of  Union 
Camp's  resources— land  and  real  es- 
^tate,  building  materials,  chemicals 
and  titanium— ventures  that  al- 
ready provide  a  third  of  Union 
Camp's  revenues  and  pretax  profits. 
"The  next  time  we  begin  thinking 
about  making  a  paper  mill  invest- 
ment," Calder  says,  "we'll  at  least 
have  a  significant  alternative."  ■ 


Calder  of  Union  Camp 
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An  Elephanf  by  the  Tail 

When  R.  Hal  Dean,  56,  took  over 
as  chairman  of  Ralston  Purina  late 
in  1967,  it  was  like  grabbing  hold 
of  an  elephant  by  its  tail.  The  bil- 
lion-dollar (sales)  company  had  a 
momentum  all  its  own. 

In  its  73-year  history,  the  St. 
Louis-based  company  had  been 
run  by  only  three  previous  chair- 
men, who  concentrated  almost  sin- 
gle-mindedly  on  producing  "chows" 
(feed)  for  livestock  and  poultry. 
So  the  company  was  vulnerable  to 
cyclical  swings  in  commodity 
prices,  like  the  one  that  cut  fiscal 
1967  profits  by  roughly  one-third. 
Fully  70%  of  those  depressed  earn- 
ings came  from  agribusiness. 

Dean  began  shifting  the  empha- 
sis toward  feeding  people  and  pets 
rather  than  just  livestock.  He  ex- 
panded the  company's  new  fast- 
food  chain  (Jack-in-the-Box),  mar- 
keted name-brand  turkeys  and 
hens,  launched  a  frozen-food  line 
and  nearly  doubled  plant  capacity 
for  its  leading  Purina  brand  dog 
and  cat  foods. 

But  have  you  ever  tried  to  move 
an  elephant? 

Last  year  Ralston's  operating 
profit  dipped  to  $55.7  million  (or 
$1.72  a  share)  on  sales  of  $1.7  bil- 
lion,   from    record    1970    earnings 


of  $56.7  million  (or  $1.78  per 
share)  on  sales  of  $1.6  billion.  Ral- 
ston's cyclical  chicken  and  egg 
business  took  a  big  fall,  and  Ral- 
ston's new  hamburger  and  pet  food 
profits  weren't  enough  to  offset  it. 

So  Dean  has  sold  off  the  $100- 
million  chicken  and  egg  business 
at  a  sizable  loss,  and  earmarked 
$100  million  for  expansion,  large- 
ly in  pet  food  and  restaurants.  And 
he  is  phmging  into  a  series  of  new 
businesses:  mushroom  farming, 
health  foods  and  a  string  of  steak 
restaurants. 

"We  are  the  first  major  company 
to  move  into  health  foods,"  says 
Dean.  "This  could  be  a  $100-mil- 
lion  business  for  us  in  five  years. 
Maybe  more." 

Obviously  Dean  is  not  counting 
on  any  one  product  to  transform 
the  company.  All  his  existing  busi- 
nesses are  growing,  including 
chows,  which  still  contribute  near- 
ly 70%  of  sales  and  50%  of  profits. 
It's  just  that  restaurants  and  con- 
sumer products  are  likely  to  pro- 
vide faster  growth. 

"For  the  next  five  years,"  Dean 
says,  "our  earnings  will  increase 
10%  to  15%  compounded  annually. 
This  year,  because  of  evil  economic 
winds,  we'll  hit  toward  the  lower 
end  of  the  goal,  but  next  year  we'll 
approach  the  upper  end.  We  got 


Dean  of  Ralston  Purina 


rid  of  our  most  cyclical  businesses; 
chicken  and  eggs  was  the  last  one. 
Just  think  of  us  these  days  as  a  big 
venture-capital  company."  ■ 


Say  If  Again,  Sam 

Happiness  is  getting  in  early  on  a 
little  stock  that  suddenly  heats  u^ 
and  soars  to  50  or  so  times  earn- 
ings. Like  Sambo's  Restaurants,  Inc. 
of  Santa  Barbara,  Cal.  Selling  at 
6  less  than  two  years  ago,  it  is  now 
36.  Sambo's  is  a  chain  of  230  fast- 
order  restaurants,  positioned  some- 
where in  between,  say,  McDon- 
ald's and  Howard  Johnson.  The 
chain  is  growing  fast;  plans  call 
for  60  new  restaurants  this  year. 
And'  the  company  has  a  unique 
concept:  It  puts  up  no  money  for 
a  new  restaurant,  but  keeps  50%  of 
the  ownership;  the  other  50%  is 
sold  to  the  new  manager  and  to 
managers  of  existing  restaurants— 
which  gives  the  experienced  men 
a  stake  in  the  new  one's  success. 

But  Sambo's  is  still  a  small  com- 
pany. *Its  assets  at  year's  end  were 
just  $22  milUon  and  net  profit  $3.7 
million— 66  cents  a  share.  It  is  grow- 
ing fast,  yes,  but  as  it  grows,  it  must 
spread  into  untested  new  territories, 


and  good  locations  are  going  to  be 
harder  to  find  in  existing  territories. 
Moreover,  several  small  diversifica- 
tion efforts  have  flopped. 

But,  as  we  said,  happiness  is  a 

Battistone  of  Sambo's  Restaurants 
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high  price/ earnings  ratio  and  Sam- 
bo's has  it.  On  the  American  Stock 
Exchange,  its  stock  sells  at  55  times 
last  year's  earnings  and  has  a  total 
market  value  of  $215  million.  At 
that  price  the  market  is  valuing  the 
little  coffee  shops  at  about  $1  mil- 
lion each! 

Sambo's  president  is  Sam  D.  Bat- 
tistone, 32,  and  the  founder,  his 
father,  Sam  Sr.,  is  co-chairman. 
President  Sam's  Sambo's  stock  is 
worth  at  least  $10  million  on  paper. 
Sam  Sr.  just  got  $10  million  cash 
for  only  a  thin''  of  his  stock;  he 
still  holds  $27  million  worth. 

But  if  the  Battistones  are  rich 
and  happy,  they  also  are  somewhat 
perplexed.  Says  young  Sam:  "I 
don't  understand  the  stock  market 
at  all.  All  of  the  restaurant  stocks 
are  too  high.  How  can  I  tell  a 
friend  to  invest  in  Sambo's?  I  don't 
know  where  the  stock  is  going." 

Then  he  adds:  "I  don't  invest 
in  the  market  much  myself.  I'd 
rather  be  in  real  estate." 

You  can  say  that  again,  Sam.   ■ 
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Burroughs 

THE  B 1700 


POWERFUL  NEW 

SMALL  SCALE  COMPUTERS 

FOR  THE  BUSINESS  MANAGER 

. . .  who  needs  the  valuable  management 
information  and  control  capability  now 
available  to  users  of  larger  systems- 
Start  into  data  processing  the  right  way  with  a  system 
providing  comprehensive  management  information  at  a 
cost  that  the  smaller  business  can  afford. 

A  B  1700  System  enables  you  to  develop  compara- 
tive operating  reports,  budgets  and  forecasts  .  .  .  day- 
to-day  updates  of  business  progress  .  .  .  analyses  of 
profitability,  cash  requirements,  liabilities  .  .  .  inventory 
and  production  control  reports  .  .  .  current  and  projected 
financial  statements  .  .  .  the  specific  decision-making  and 
control  information  you  need  when  you  need  it. 

. . .  who  needs  results  without  complexity— 

Your  B  1700  System  does  not  require  a  profes- 
sional programing  staff,  or  highly  skilled  operators,  or 
expensive  site  preparation.  We  will  train  your  people  to 
run  it.  And  you  can  put  your  B  1700  to  work  as  soon  as 
it's  installed  by  using  cost-saving  application  programs 
from  Burroughs  library  of  Business  Management  Sys- 
tems. They're  available  now  for:  Wholesalers  .  .  . 
Distributors  .  .  .  Manufacturers  .  .  .  Banks  .  .  .  Hospitals 
.  .  .  Accountants  .  .  .  and  ready  soon  for  Government  .  .  . 
General  Contracting  .  .  .  Credit  Unions  .  .  .  Savings  and 
Loans  .  .  .  Auto  Dealers  .  .  .  Utilities  .  .  ,  Schools  and 
Universities  .  .  .  with  many  others  to  come! 

.  .  .  who  wants  more  EDP  capability  today, 
expandability  for  the  future— 

B  1700  fourth-generation  technology  provides 
exceptional  data  processing  power  and  applicational 
flexibility  for  systems  in  the  small-scale  range.  Modular 
design  allows  you  to  expand  economically,  whenever  you 
need  to,  without  having  to  change  your  programs  or 
your  operating  procedures.  Your  B  1700  is  a  responsive 
management  guidance  system  that  can  save  you  time  and 
money,  now  and  for  years  to  come. 
The  exciting  new  B  1700  Systems  are  being  delivered  now. 
They  demonstrate  Burroughs  continued  success  in  develop- 
ing advanced  electronic  systems  that  can  serve  your 
management  information  needs  more  effectively  and  at  a 
lower  true  cost! 


REVOLUTIONARY 

. . .  large  system  management  reporting 
abilities 

. . .  ready-to-use  programs  from  a  library  of 
Business  Management  Systems 
...  a  Master  Control  Program  for  system  self- 
regulation  and  multiprograming  (for  the 
first  time  in  systems  of  this  size) 


announces 

SYSTEMS 


FOURTH-GENERATION  SMALL  COMPUTERS  WITH 


. . .  the  ability  to  process  a  variety  of 

computer  languages  at  full  efficiency 

. . .  superior  new  96-column  card -handling 

capabilities  (as  well  as  80-column  card 

equipment) 

. . .  two  new  line  printers,  two  new  MICR 

reader  sorters,  plus  two  new  magnetic  data 


file  subsystems 

. . .  simplified  operation  and  system 

management 

. . .  exceptional  flexibility  in  application  and 

responsiveness  to  change 

. . .  new  levels  of  cost/effectiveness! 


I 


Faces  Behind  the  Figures 


Sfokes  of  British  Leyland 


Stiff  Upper  Lip 

It's  fashionable  these  days  to  be 
bearish  on  Britain,  what  with  a 
sinking  pound  and  soaring  wage 
rates,  but  Donald  Stokes,  chairman 
of  giant  (1971  sales:  $3  billion) 
British  Leyland  Motor  Co.,  is  un- 
fashionably  optimistic. 

"With  Britain  about  to  enter  the 
Common  Market,"  he  says,  "all  the 
EEC  countries  are  now  virtually 
our  domestic  market,  and  this  in- 
volves a  change  in  attitude  toward 
what  we  have  always  regarded  as 
an  export  market.  It  will  mean  we 
can  set  up  a  factory  anywhere  in 
Europe,  with  complete  freedom." 
BLMC,  the  last  British-owned  auto 
company,  already  manufactures  or 
assembles  in  places  like  Spain,  Bel- 
gium, South  Africa  and  (since 
May,  when  it  bought  the  Inno- 
centi  plant)  Italy. 

For  all  this,  Lord  Stokes  says,  "I 
would  still  think  our  main  base  will 
remain  in  the  U.K."  Despite  a  first- 
quarter  strike  at  British  Leyland, 
Stokes  feels  that  Britain's  much- 
publicized  labor  problems  are  ex- 
aggerated, and  he  argues*  that  Brit- 
ain actually  has  something  of  a  cost 
advantage.  "Our  experience,"  he 
says,  "is  that  our  labor  costs  are  in 


total  very  competitive.  You 
wouldn't  get  a  company  like  British 
Leyland  selling  half  its  product 
overseas  if  it  wasn't  competitive, 
and  we  couldn't  have  $3-billion 
turnover  [sales]  if  we  were  perpet- 
ually stopped  by  labor  disputes." 
Smokes  has  a  point:  Last  year  the 
average  compensation  of  produc- 
tion workers  in  Britain  was  $1.88 
per  hour,  vs.  $2.93  in  West  Germa- 
ny, $2.28  in  Italy,  $2.01  in  France. 

Stokes  feels  BLMC  may  have 
another  edge:  Nariety  in  an  era 
of  standardization.  "As  affluence 
comes,  people  want  a  wider  choice. 
That's  why  most  European  coun- 
tries now  import  25%  of  their  cars, 
even  those  that  are  major  manu- 
facturers. One  advantage  Leyland 
has  is  that  it  offers  a  wide  range 
of  choice  for  what  is  becoming  a 
very  discriminating  market." 

It  does  indeed— Austin,  Morris, 
Rover  and  Jaguar  among  others, 
the  heritage  of  the  multiple  merg- 
ers that  created  British  Leyland. 
But  this  diversity  has  also  kept  Brit- 
ish Leyland's  profits  low— $48  mil- 
lion last  year  on  $3-billion  sales,  a 
margin  of  only  1.6%.  If  Stokes  could 
get  it  up  into  the  4%-5%  area,  now 
that  would  really  prove  that  peo- 
ple will  pay  for  diversity.   ■ 


Garrison  State 

Frank  Nemec,  the  220-pound 
president  of  Lykes-Youngstown,  the 
ailing  New  Orleans-based  steel  and 
steamship  conglomerate,  thinks  he 
knows  what's  needed  to  make  steel 
stocks  a  good  buy  again:  a  heavy 
dose  of  protectionism  and  a  couple 
more  devaluations  of  the  dollar. 

"By  1975,"  says  Nemec,  a  tough- 
talking  steelman  who  is  a  student 
of  international  economics,  "the 
U.S.  will  face  up  to  the  fact  that 
we  are  a  have-not  nation.  It  doesn't 
matter  who's  elected  President. 
When  the  Europeans  and  Japanese 
want  something  besides  dollars 
from  us,  we'll  have  to  become  a  gar- 
rison state,  a  protectionist  citadel." 

Steel  is  one  industry  that  has  al- 
ready tried  protectionism;  the  sec- 
ond so-called  voluntary  quota  on 
steel  imports  has  been  in  effect 
since  May  of  this  year.  But  that 
isn't  what  Nemec  means:  "I'm  not 
worried  about  foreign  steel  im- 
ports taking  those  extra  profitable 
marginal  tons  from  domestic  mills. 
I'm  going  on  the  premise  that  with- 


in a  few  years  no  foreign  steel  at  all 
will  be  admitted  into  America,  be- 
cause our  balance  of  payments  will 
be  so  bad  we  simply  can't  afford 
the  luxury  of  taking  in  items  which 


Nemec  of  Lykes-Youngsfown 


we  can  make  ourselves.  By  1985 
the  petroleum  account  import  bal- 
ance would  probably  be  adversely 
affected  to  the  tune  of  $46  billion, 
and  everyone  will  be  enormously 
aware  of  the  importance  of  earn- 
ing foreign  exchange. 

"How  will  we  export?"  Nemec 
asks  rhetorically.  "Japan  and  Eu- 
rope won't  buy  enough  of  our 
goods,  so  we'll  have  to  sell  to  the 
undeveloped  nations.  Only  we 
won't  be  able  to  compete  on  price. 
Look  at  steel.  Our  industry  is  al- 
ready more  efficient  than  the  Jap- 
anese; it  produces  steel  with  fewer 
man-hours  per  ton.  But  our  wage 
cost  is  $78  per  ton,  vs.  $23  for  Ja- 
pan. That  means  we'll  have  to  rig 
our  currency  just  like  other  nations 
in  our  spot  have  done.  That  little 
dollar  adjustment  Nixon  made 
wasn't  near  enough:  I  expect  at 
least  two  more  in  the  future.  That's 
the  only  way  to  reorient  our  cur- 
rency so  we  can  sell  abroad." 

Tough  talk?  That  it  is.  But  the 
problem  is  not  just  the  steel  indus- 
try's; it's  the  central  problem  of 
the  U.S.  economy  today.   ■ 
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"/  Am  a  Stray" 

Until  now,  Japan  has  been  dom- 
inated by  companies,  not  individu- 
als. In  fact,  the  Japanese  have  no 
precise  word  for  entrepreneur.  But 
now  suddenly  they  need  such  a 
word  to  describe  their  own  prime 
minister,  Kakuei  Tanaka,  a  self- 
made  millionaire,  and  his  No.  One 
financial  backer,  another  million- 
aire wheeler-dealer. 

It's  no  secret  that  underdog  Ta- 
naka shelled  out  millions  to  topple 
the  old  establishment  of  his  Liberal- 
Democratic  party,  nor  that  a  lot  of 
the  money  came  from  Kenji  Osano, 
a  man  often  called  the  Howard 
Hughes  of  Japan. 

Osano  is  not  quite  as  elusive  as 
Howard  Hughes:  After  a  great  deal 
of  effort,  Forbes  interviewed  him 
a  few  months  ago.  But  in  his  way, 
Osano  is  much  more  powerful  than 
Hughes.  Especially  now  that  his 
close  friend  is  at  the  head  of  the 
government. 

As  sole  owner  of  Kokusai  Kogyo 
Co.  (literally.  International  Indus- 
tries), a  multinational  real  estate 
and  transportation  empire  valued 
at  over  $300  million,  Osano  has 
long  been  one  of  Japan's  richest 
men.  In  a  land  dominated  by  a 
handful  of  giant  banks  and  trading 
companies,  he  has  been  a  ruggedly 
successful  individual. 

How  will  Osano  use  his  econom- 
ic muscle  and  his  pohtical  connec- 
tions? The  answer  holds  a  measure 
of  good  news  for  the  U.S.  economy 
as  it  reels  toward  another  massive- 
balance-of-payments  deficit.  For 
Osano  is  sure  to  seek  more  overseas 
outlets  for  Japan's  huge  foreign 
currency  reserves,  a  move  Tanaka 
also  seems  to  favor.  In  short,  Osano 
wants  to  export  capital  to  the  U.S. 

In  his  interview  with  Forbes  in 
his  dingy  Tokyo  offices  when  his 
friend  Tanaka  was  still  a  dark 
horse,  Osano  described  his  invest- 
ment- plans.  He  had  just  bought  his 
fifth  ^'ITT-Sheraton  Hotel,  Los  An- 
geles' Sheraton  West,  for  $3.5  mil- 
lion, which  he  claims  boosted  his  to- 
tal U.S.  real  estate  investment  to 
$56  million.  That,  by  the  way,  is  ap- 
parently more  than  the  combined 
long-term  U.S.  investments  of  the 
billion-dollar  Mitsui,  Mitsubishi  and 
Sumitomo  companies.  Gnawing  rest- 
lessly on  the  filter  end  of  an  unlit 
cigarette,  the  55-year-old  Osano 
said  he  favored  the  U.S.  partly 
because  "Southeast  Asia  is  risky," 


Prime  Minister  Tanaka 


Osano  of  Kol<usai  Gogyo 


And  he  disclosed  that  the  Tokyu 
group,  in  which  he  is  a  major  stock- 
holder, already  owns  a  big  share 
of  San  Francisco's  stately  Mark 
Hopkins  Hotel. 

Pressed  for  his  specific  strategy, 
the  balding  bullet-headed  man  re- 
plied with  a  farm  boy's  earthy  hu- 
mor: "Even  a  stray  dog  that  goes 
in  the  street  hits  something.  I  am 
such  a  stray,  wandering  around  the 
West  Coast  of  the  United  States." 

Osano  likes  to  talk  that  way.  So 
does  his  friend,  the  new  54-year- 
old  prime  minister.  As  a  rule,  Ja- 
pan's top  political  and  business 
leaders  are  elderly  university  grad- 
uates, often  of  Samurai  ancestry, 
who  are  self-effacing  and  almost 
rigidly  formal.  Tanaka  and  Osano 
have  broken  the  mold.  Both  are 
high  school  dropouts  who  fled  the 
farms  where  they  were  born  in  or- 
der to  take  odd  jobs  in  Tokyo  be- 
fore being  drafted  for  World  War 
II.  Then  their  luck  changed.  Both 
received  medical  discharges  before 
Pearl  Harbor  and  returned  home 
from  China  in  time  to  make  war- 
time fortunes. 

Tanaka,  then  around  25,  made 
his  bundle  building  under  big  mili- 
tary contracts.  In  1947  he  was  elect- 
ed to  the  Diet  (Japan's  congress). 
Ever  since,  his  real  estate  and  po- 
litical pursuits  have  prospered  side 
by  side.  Last  year  Tanaka,  who 
lives  in  a  24-room  mansion,  earned 
$228,500,  more  than  any  other  gov- 


ernment official. 

From  the  beginning,  Osano  made 
even  more  money.  While  Japan  was 
losing  the  war,  he  netted  $8  mil- 
lion in  the  auto-parts  business.  Dur- 
ing the  occupation,  when  all  goods 
were  scarce,  he  managed  to  secure 
a  ship  and  import  300  used  Ameri- 
can cars  that  were  worth  their 
weight  in  gold.  Then  he  branched 
into  real  estate. 

Today,  in  Japan  alone,  Osano, 
who  earns  $500,000  a  year,  owns 
1,500  taxis,  3,000  buses,  a  $2.8- 
million  chunk  of  the  Tokyu  group 
(real  estate,  railroads),  a  $l-mil- 
lion  piece  of  the  Sanwa  Bank,  32 
hotels  and  apartments  and  miles 
of  land,  mainly  in  Tokyo  and  the 
booming  north.  People  in  one  north- 
ern town  call  Osano's  land-buying 
tactics  "the  Osano  typhoon."  In  ad- 
dition, since  the  mid-Fifties  he  has 
reaped  untold  millions  running 
bus  companies  in  Korea,  Vietnam, 
Thailand  and  Janan,  with  the  U.S. 
military  as  a  big  customer. 

A  California  investment  banker 
who  is  trying  to  persuade  Osano  to 
buy  California  savings  &  loan  asso- 
ciations says:  "Look  how  far  he 
got  on  his  own.  Can  you  imagine 
how  much  further  he'll  get  now 
that  Tanaka  is  prime  minister?" 

In  Japan,  the  old  order  is  chang- 
ing. Osano  and  his  pal  Tanaka  are 
more  like  Texas  wheeler-dealers 
than  typical  self-eff^acing  members 
of  the  Japanese  establishment.  ■ 
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Important  men  in  business  have  done  it  again 


FORBES  IS 


PAGES 


FOR  THE  FIRST  HALF  OF  1972! 

After  giving  FORBES  the  largest  gain  in  advertising  pages 
among  all  general  business  magazines  for  1971,  many  im- 
portant men  in  business  have  seen  to  it  that  FORBES  is  up  an- 
other 16%  in  advertising  for  the  first  six  months  of  this  year. 


Do  you  know 

any  important  man 

in  business  who  does  not 

read  Forbes  Magazine? 


The  Funds 


You  Take  Your  Choice 


It  is  almost  an  article  of  faith  in 
American  business  that  a  product 
ought  to  be— nay,  must  be— sold, 
and  that,  far  from  being  a  mere  ex- 
pense, the  sales  effort  is  the  most 
important  feature  of  any  business. 
Last  month,  however,  Denver- 
based  Financial  Programs,  manager 
of  four  mutual  funds  with  over 
$500  million  in  assets,  opted  to 
abandon  the  very  sales  technique 
that  built  the  mutual  fund  indus- 
try in  the  first  place.  That  is,  it 
gave  up  its  sales  load  and,  cutting 
its  ties  to  its  1,200  salesmen, 
switched  to  no-load  status. 

In  so  doing,  Financial  Programs 
is  far  from  alone.  The  industry  is 
currently  undergoing  a  crisis  of  re- 
demptions. A  sharp  growth  in  re- 
demptions coupled  with  a  modest 
slip  in  sales  meant  that,  for  the  first 
five  months  of  1972,  there  was  a 
net  outflow  of  about  $715  million. 
That's  not  much  beside  the  $55  bil- 
lion in  fund  assets  as  of  the  end  of 
1971.  But  only  three  years  ago, 
there  was  a  net  inflow  of  $3  billion. 
Unless  the  trend  can  be  stopped, 
the  growth  of  the  industry  is  gone 
forever.  Why  does  FP  think  that 
getting  rid  of  salesmen  is  the  way 
to  improve  sales?— a  bit  of  heresy 
if  there  ever  was  one. 

"Being  primarily  an  industrial 
company,"  says  Charles  C.  Gates 
Jr.,  president  of  Gates  Rubber  Co., 
which  owns  Financial  Program*, 
"we  have  grown  to  recognize  the 
contribution  that  salesmen  can 
make  in  the  marketing  of  a  prod- 
uct and  in  the  successful  growth 
and  development  of  a  company. 
However,"  he  goes  on,  "it  has  be- 
come clear  that  some  products  and 
services  are  better  suited  to  a  direct 
marketing  approach.  We  believe 
this  is  now  true  of  mutual  funds." 

Behind  the  move  is  the  feeling 
that  the  mutual  funds  salesman 
has  outlived  his  time.  "The  tech- 
nique where  a  salesman  goes  out 
and  makes  a  call  was  the  tradition- 
al method,"  says  James  O.  Rich- 
ards, Financial  Programs'  market- 
ing vice  president.  "The  salesman 
performed  an  evangelical  function. 
But  *  it's  a  technique  that  simply 
doesn't  work  any  more.  People 
now  know  the  advantages  of  mutual 
fund  investing  are  available  with- 
out having  to  pay  a  sales  charge." 

It  isn't  that  the  salesman  failed: 


Richards  believes  that  he  succeeded 
only  too  well— in  selling  funds  to 
the  wrong  people  for  the  wrong 
reasons.  "I  think  that's  what  ac- 
counts for  having  so  many  redemp- 
tions," he  says.  "The  salesman 
called  on  people  and  led  them  to 
expect  short-term  performance.  A 
mutual  fund  is  simply  not  a  short- 
term  investment  vehicle." 

Richards  is  full  of  marketing 
plans  to  make  up  for  the  loss  of 
sales  push,  such  as  increased  ad- 
vertising, much  wider  distribution 
of  prospectuses  and  the  setting  up 
of  reverse  WATS  (Wide  Area  Tele- 
phone Service)  lines  that  will  en- 
able prospective  buyers  to  call  in 
free  for  information.  But  how  well 
and  how  soon  these  will  take  hold 
are  nervous  uncertainties  around 
Financial  Programs— as  is  the  ques- 
tion of  how  many  "built-in"  re- 
demptions still  remain  in  Finan- 
cial Programs  funds  as  legacies  of 
the  now-departed  sales  force. 

Missionary 

But  not  every  fund  looks  at 
things  the  way  FP  does.  Philadel- 
phia's Delaware  Management  Co., 
with  four  mutual  funds  of  some 
$800  million  assets,  is  approaching 
the  problem  the  opposite  way:  by 
beefing  up  its  sales  force. 

Since  last  year  Delaware's  sales 
have  far  exceeded  redemptions. 
And  in  the  first  six  months  of  1972, 
redemptions  were  down  by  23%— 
in  a  period  when  industrywide  net 
redemptions  were  setting  a  record. 
One  assumes  that  Delaware  Man- 
agement must  have  been  blessed 
with  good  performance. 

Wrong.  Its  biggest  and  oldest 
fund,  Delaware  (assets:  $558  mil- 
lion), with  a  goal  of  growth  cum 
income,  has  a  mediocre  record.  In 
Forbes'  1971  Mutual  Fund  Survey 
(Aug.  15)  it  scored  a  B  in  up 
markets,  a  D  in  down  ones.  Decatur 
($220  million  assets),  its  income 
fund,  had  some  nice  capital  gains, 
thanks  to  a  switch  in  1969  to  con- 
vertibles. But  on  the  whole,  there 
was  nothing  in  this  to  dazzle  po- 
tential investors. 

How  does  Delaware  keep  sales 
ahead  of  redemptions?  "We  stick 
to  our  knitting,"  answers  President 
James  Schellenger.  "We  service  our 
shareholders  and  broker-dealers 
right."  Delaware  is  one  of  the  few 


Schef/enger  ot  Delaware  Management 

management  companies  that  acts 
as  its  own  transfer  agent  and  han- 
dles its  own  shareholder  accounts, 
enabling  it  to  respond  quickly  to 
shareholder  or  dealer  questions  or 
complaints. 

And  Delaware  sells  hard.  Last 
year  its  top  management  went  on  a 
12-city  "road  show"  for  broker- 
dealers.  Last  fall  it  started  its  own 
newspaper  for  dealers,  full  of  sales 
ideas  and  industry  news.  And  re- 
cently it  even  tried  TV  advertis- 
ing in  selected  markets.  "No  ques- 
tion about  the  increase  in  sales  it 
gave  us,"  says  Richard  Vesely,  mar- 
keting vice  president.  "The  dealers 
appreciate  support  like  this." 

Which  road  is  more  of  the  fund 
industry  likely  to  take— Delaware's 
or  Financial  Programs'?  Financial 
Programs  argues  that  increasing  in- 
vestor sophistication  means  the  fu- 
ture belongs  to  the  no-loads.  Dela- 
ware's lesson  seems  to  be  that  dili- 
gent selling  can  offset  the  disad- 
vantages of  a  load  even  combined 
with  merely  average  performance. 

In  the  long  run,  of  course,  it  is 
the  investor  who  will  pay  his  mon- 
ey and  take  his  choice.   ■ 
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JUST  OFF  PRESS 
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NOW  384 
PAGES 


NOW  OVER 

70,000  NEW 

INVESTMENT 

FACTS  ABOUT 

MORE  THAN 

2,500 

LISTED  STOCKS 


To  judge  stock  values  best . . .  use 

Financial  World's  1972  Investor's  Fact  Book 


Only  ^10... 

or  get  it  as  a  Bonus 

with  offer  below. 

There  is  no  substitute  for  the  facts  in  making 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into, 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  ^Depf.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


STOCK  TRENDS 

By  Myron  Simons 


Three  Stocks  For  An 
Indecisive  IVIarl^et 


There  are  good  reasons  for  the  stock 
market  to  go  up;  unfortunately,  there' 
are  equally  persuasive  ones  for  it  to  go 
down.  So,  what  does  one  do?  Nothing? 
No,  one  thinks  the  problem  through. 
Being  forced  to  weigh  both  sides  is 
often  the  best  possible  prescription  for 
sound  investment  decisions:  It  helps 
avoid  the  emotional  extremes  which 
prevail  when  sentiment  is  overwhelm- 
ingly bullish  or  overwhelmingly  bear- 
ish. So,  let's  do  a  little  thinking.  What 
are  the .  favorable  factors?  What  are 
the  unfavorable  ones? 

Some  of  the  reasons  for  a  lower 
market: 

1)  Whatever  you  may  think  of 
George  McGovern's  politics,  his  posi- 
tions on  the  economy  look  like  bad 
news  for  the  stock  market. 

2)  Ways  and  Means  Chairman  Wil- 
bur Mills  is  proposing  tax  reforms 
which  may  create  problems,  no  matter 
who  gets  elected. 

3)  Price  and  wage  controls  are  not 
bringing  a  fast  end  to  inflation.  More 

Mr.   Simons,   a  guest  columnist,    is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


important,  profit-margin  guidelines 
may  limit  the  ability  of  companies 
whose  earnings  have  been  growing 
rapidly  to  sustain  the  advance. 

4)  The  sudden  spurt  of  gold  to  the 
$60  level  may  be  the  forerunner  of  a 
new  monetary  crisis. 

Some  of  the  reasons  for  a  higher 
market: 

1)  The  economy  and  corporate 
profits  are  humming  along  at  a  better- 
than-expected  pace.  It  looks  as  though 
the  momentum  will  continue  well  into 
next  year. 

2)  There  is  an  increasing  probability 
of  trade  with  Eastern  Europe  and 
Russia  (the  Russian  grain  deal,  for 
instance),  and  a  recovery  in  the  Eu- 
ropean and  Japanese  economies. 

3)  A  huge  bundle  of  money  has 
been  taken  out  of  the  stock  market  by 
the  public.  Any  improvement  in  con- 
fidence can  cause  this  money  to  be- 
gin to  flow  back. 

4)  There's  enough  diplomatic  scur- 
rying to  indicate  the  real  possibility  of 
more  serious  Vietnam  negotiations. 
Should  they  take  place,  there  should 


be  an  improvement  in  confidence  and 
a  decrease  in  the  chances  of  a  Mc- 
Govem  Presidential  victory. 

Overall,  I  think  that  the  market  will 
resolve  this  balance  by  going  up;  that 
the  increasing  evidence  that  profits  are 
going  to  advance  for  the  foreseeable 
future  will  bring  back  some  of  the 
lost  sheep. 

The  Potential  Risks 

But  at  the  same  time  the  negative 
factors  are  too  strong  to  ignore.  This 
is,  therefore,  the  time  to  adjust  your 
holdings  to  the  potential  risks  as  well 
as  to  the  potential  rewards.  Here  are 
three  yardsticks  I  would  apply  to  all 
my  stocks: 

a)  They  should  be  in  the  midst  of 
an  earnings  rebound  so  sharp  that 
even  a  rise  in  taxes  will  not  halt  the 
improvement. 

b)  Their  earnings  growth  should  be 
independent  of  higher  prices  or  of  un- 
usually good  profit  margins. 

c)  They  should  be  selling  at  price/ 
earnings  multiples  which  are  low  com- 
pared with  their  own  historical  ones, 
or  with  those  of  other  comparable 
companies.  There  are  a  great  many 
that  fill  the  bill.  Three  of  them  are: 

Foxboro  (3OJ2)  is  one  of  the  world's 
leading  manufacturers  of  instruments 
that  help  to  control  industrial  process- 
es and  the  generation  of  electrical  en- 
ergy. In  each  of  the  last  three  years 
Foxboro  spent  more  on  research,  de- 
velopment and  engineering  than  total 
pretax   earnings.    Partly    as  a   conse- 
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With  hundreds  of  Funds  to 
choose  from,  why  should  you 
buy  without  impartial  advice? 

UNITED  Mutual  Fund  Selector 
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quence  of  these  heavy  expenses,  and 
partly  because  of  a  slowdown  in  plant 
and  equipment  expenditures  by  its 
customers,  this  year  it  is  off  to  a  poor 
start.  First-half  earnings  were  well 
below  last  year's  79  cents.  But  by  the 
fourth  quarter  the  fruits  of  new  prod- 
uct development  should  begin  to  be 
realized.  The  announcement  of  the 
poor  second  quarter  dropped  the  price 
sharply,  which  may  present  an  ideal 
*buying  opportunity.  The  stock  could 
earn  $2  a  share  next  year  and  this  in 
an  industry  where  many  of  the  com- 
pany's competitors  sell  for  40  and 
more  times  earnings. 

XTRA  (26?i)  is  one  of  the  leaders 
in  leasing  piggyback  trailers  to  rail- 
roads. Its  earnings  for  the  fiscal  year 
ended  last  September  were  a  disas- 
trous 98  cents  a  share,  down  from 
$2.71  only  two  years  earlier.  This  year, 
I  expect  a  sharp  rebound  to  about  $2 
a  share.  Ups  and  downs  occur  because 
XTRA  leases  most  of  its  equipment  on 
a  per  diem  basis;  when  the  economy 
got  soft,  trailer  rental  suffered.  Now, 
with  shipment  of  finished  and  semi- 
finished goods  picking  up,  piggyback- 
ing is  making  a  comeback. 

Also,  the  company  is  expanding  its 
fleet  of  intermodal  containers,  which 
can  be  used  on  trucks,  ships,  rail- 
roads and  airplanes.  Leasing  of  this 
type  of  equipment  seems  on  the  verge 
of  a  rapid  expansion.  The  stock,  which 
in  its  heyday  sold  at  nearly  40  times 
earnings,  is  now  under  16  times  my 
earnings  forecast  for  the  year. 

Catching  Up  with  Supply 

Northwest  Industries  (30)  has  been 
considered  both  a  railroad  and  a  con- 
glomerate. Neither  of  which  is  the 
prescription  for  a  high  price/ earnings 
multiple.  Now  the  railroad  has  been 
sold  to  its  employees  and  N\VT  has  a 
number  of  excellent  operating  com- 
panies and  a  very  large  carry-forward 
tax  loss.  Earnings  this  year  are  expect- 
ed to  be  over  $2.50,  fully  dihited,  and 
the  cash  flow  could  be  over  $6  per 
share.  With  management  searching 
for  acquisitions,  the  potential  seems 
to  warrant  more  than  the  12  times 
fully  diluted  earnings. 

The  attractive  part  of  today's  mar- 
ket is  that  in  spite  of  the  fact  that 
the  Dow  Jones  averages  are  near  their 
high,  a  great  number  of  stocks  have 
been  ignored.  The  strength  of  the 
economy  is  going  to  cause  dramatic 
improvements  in  the  earnings  of  many 
of  these  neglected  companies— dra- 
matic enough  to  make  the  stocks  at- 
tractive even  if  the  market  as  a  whole 
doesn't  go  up.  ■ 


Mr.  Hooper  and  Mr.  Bid  arc  on 
vacation.  Their  columns  trill  nppinr 
in  the  next  issue. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Another  Dollar  Wave? 


Back  in  January,  shortly  after  the 
"Smithsonian"  reaHgnment  of  inter- 
national currency  parities,  this  col- 
umn expected  large  quantities  of  for- 
eign-held dollars  to  flow  back  into 
this  country  and  so  give  the  American 
stock  markets'  technical  position  a 
powerful  shot  in  the  arm.  Although 
this  notion  was  widely  disputed  at  the 
time,  the  statistics— slow  to  become 
available— have  since  borne  it  out. 

According  to  Federal  Reserve 
Board  data,  net  purchases  of  U.S. 
corporate  stocks  by  foreigners  hit  a 
seasonally  adjusted  annual  rate  of 
$2.2  billion  in  last  year's  final  quarter, 
almost  all  of  it,  apparently,  in  Decem- 
ber, and  rose  to  a  $2.7-billion  rate  in 
this  year's  first  quarter.  These  rates 
exceeded  the  previous  record  of  $2.1 
billion  for  all  of  1968  and  compare 
with  annual  totals  of  $700  million 
and  $900  milHon  for  1970  and  1971, 
respectively.  In  the  fourth  quarter  of 
1971,  they  accounted  for  about  16%  of 
the  net  stock  buying  done  by  investors 
of  all  descriptions  everywhere;  in  this 
year's  first  quarter,  for  about  33%;  and 
in  calendar  1968,  for  a  whopping  52%. 

I'm  not  trying  to  prove  that  Ameri- 
can stock  prices  cannot  mount  sub- 
stantial advances  without  benefit  of 
massive  foreign  buying,  but  obviously 
this  source  of  demand  can  be  a  great' 
help.  Decidedly,  1968  was  a  bull-mar- 
ket year  and  the  Dow  scored  most  of 
the  nearly  25%  gain  from  its  Novem- 
ber 1971  low  to  its  April  1972  peak 
while  foreign  demand  was  running  at 
record  rates.  It  may  be  no  coincidence 
that  the  overall  stock  price  movement 
lately  has  been  disappointing:  For- 
eign net  stock  purchases  subsided 
sharply  jn  April  and  have  not  picked 
up  in  more  recent  months. 

But  latest  developments  on  the  in- 
ternational monetary  scene  may  have 
set  the  stage  for  another  wave  of  dol- 
lars from  abroad.  The  underlying  dy- 
namics now  are  different  from  what 
they  were  last  winter,  but  they  may 
be  no  less  powerful  on  balance.  Then, 
foreign  foliar  holders  were  encour- 
aged to  buy  American  shares  because 
foreign-exchange  relationships  had 
been  freshly  stabilized,  with  the  dol- 
lar devalued  on  average  by  about  12%. 

At  that  time,  some  $64  billion  were 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


held  by  foreigners,  over  $17  billion 
thereof  by  others  than  foreign  central 
banks;  a  small  fraction  of  this  $17 
billion  piled  into  our  stock  market 
with  telling  effect  even  though  there 
was  still  widespread  doubt  that  the 
recovery  in  U.S.  business  would  really 
get  off  the  ground. 

Today,  the  dollar  total  held  abroad 
outside  foreign  central  banks  may  be 
nearer  $20  billion  than  $17  billion. 
The  dollar  has  been  under  pressure 
since  Britain  decided  to  "float"  the 
pound.  Central  banks  on  the  Conti- 
nent have,  in  effect,  committed  them- 
selves to  support  the  dollar  at  its 
Smithsonian  parity  insofar  as  interna- 
tional commercial  transactions  are 
concerned.  But  they  have  also  erect- 
ed exchange  control  barriers  against 
"hot"  dollars  offered  for  exchange  in- 
to other,  stronger  currencies. 

Switzerland,  for  example,  bars  for- 
eigners from  buying  Swiss  stocks  and 
bonds  and  imposes  a  2%  quarterly 
charge  on  foreign-owned  Swiss  bank 
deposits— an  8%  yearly  penalty.  Bel- 
gium and  France  have  for  many 
months  supported  "commercial"  dol- 
lars while  letting  "finance"  dollars 
float  free.  In  France,  foreigners  recent- 
ly could  buy  finance  dollars  for  about 
5%  less  than  commercial  dollars;  for 
practical  purposes,  this  meant  that 
foreigners  could  buy  into  the  U.S. 
stock  market  at  a  5%  discount,  a  con- 
cession equal  to  some  45  Dow  points. 
Similarly,  the  Swiss  8%  negative  in- 
terest penalty  is  equal  to  the  risk  of 
a  75-point  drop  of  the  Dow. 

Send  the  Dollar  Home 

These  and  other  deterrents  seem 
designed  to  send  as  many  dollars  back 
home  as  possible.  I  think  they  will  be 
effective.  Some  foreign  dollar  owners 
will  have  no  other  choice;  others  may 
find  the  discounts— actually,  incen- 
tives—irresistible. After  all,  the  U.S. 
economy  is  strong  and  earnings  are 
hkely  to  keep  rising  for  at  least  the 
next  nine  to  12  months.  The  U.S.  rate 
of  inflation  so  far  this  year  has  been, 
believe  it  or  not,  much  milder  than 
that  of  West  Germany,  and  there  are 
some  experts  who  think  the  D-mark 
and  the  Swiss  franc  are  overpriced.  So 
I  think  we  may  soon  see  another 
wave  of  foreign  stock  buying— at  ris- 
ing prices.  ■  I 


There  is  an 

alternative 

YOU  DON'T  HAVE  TO  GIVE 
CONTROL  OF  YOUR  PORTFOLIO 
TO  SOMEONE  ELSE  TO  OBTAIN 
COMPETENT  INVESTMENT 
COUNSEL. 

Babson's  offers  you  an  attractive  alterna- 
tive if  you  want  to  give  your  investnnent 
portfolio  the  benefits  of  professional  in- 
vestment counsel  without  sacrificing  your 
personal  discretionary  powers  over  your 
own  cash  and  securities. 

Furthermore,  if  you  object  to  the  general 
requirement  of  paying  a  counseling  fee 
based  on  a  percentage  of  your  portfolio, 
you'll  find  Babson's  fixed-fee  a  welcome 
contrast. 

At  Babson's  we  concentrate  on  invest- 
ment research,  advice  and  counsel.  We 
are  not  in  any  way  engaged  in  the  bro- 
kerage or  mutual  fund  business.  As  a 
Babson  client  you  will  buy  and  sell 
through  your  present  broker  and  re- 
tain final  approval  over  all  your  trans- 
actions. 

The  Babson  organization's  68  years  ex- 
perience, independent  research  depart- 
ment, modern  in-house  computer  plus 
individual  attention  to  your  portfolio, 
assure  you  of  unbiased,  professional 
investment  counsel  precisely  suited  to 
your  personal  investment  aims  and 
needs. 

The  fee  is  fixed  —  not  computed  as  a  per- 
centage of  the  value  of  your  cash  and  se- 
curities.   Usually  counseling  services  start 
with  a  minimum  fee  and  go  up  from  there. 
Babson's  Appraisal  and  Review  Service  be- 
gins and  ends  with  a  single  universal  fee. 
This  is  the  way  it  has  always  been  at 
Babson's.   We  have  found  that  a  client's 
total  portfolio  value  is  not  necessarily  the 
governing  factor  in  determining  our  costs. 
In  fact  it  seldom  is.   We  think  the  modest 
charge  will  surprise  you  and  actually  be 
much  less  than  you  would  expect. 
So  before  turning  over  your  cash  and 
securities  —  lock,  stock  and  dividends  — 
to  someone  else  to  manage  and  trade 
at  their  discretion,  on  a  percentage-fee 
basis,  why  not  investigate  the  alterna- 
tive offered  by  Babson's? 

Babson's  Investment  Appraisal  and  Re- 
view Service,  we  believe,  is  ideally  suited 
for  personal  portfolios,  pension,  endow- 
ment, or  other  institutional-type  funds 
regardless  of  size.  Mail  this  coupon  for 
complete  details. 

babson's^iP 
reports  inc. 

INVESTMENT  MANAGEMENT  DIV. 

WELLESLEY  HILLS.  MASS.  02181 
Founded  in  1904  by  Roger  W.  Babson 
Please  send  complete  information  on 
Babson's  Investment  Appraisal  and 
Review  Service. 
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Zip 


Dept.  F-947 
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Can  you  still 
profit  from 
^IdstocksZ 

The  new  edition  of  The  Powell  Monetary  Ana- 
lyst's 7972  Gold  Industry  Guide  helps  you  an- 
swer that  question,  it  analyzes  the  new  profit 
potentials  in  gold  stocks ...  shows  how  weak- 
ness of  the  dollar  brings  new  investment  oppor- 
tunities ...  tells  how  to  prepare  for  the  next 
monetary  crisis ...  gives  just  the  background 
you  need. 

The  Guide  brings  you  unhedged,  authorita- 
tive evaluations  of  28  gold  stocks,  including 
recommendations  of  firmly  entrenched  U.S.  and 
Canadian  issues  . . .  and  gold  mining  companies 
with  diversified  profit  centers  in  diamonds,  ura- 
nium, platinum. 

Get  all  this  and  more  in  the  16-page  1972 
Gold  Industry  Guide,  yours  as  a  bonus  with  a 
trial  subscription  to  The  Powell  Monetary  Ana- 
lyst! Every  two  weeks,  this  unusual  advisory 
service  guides  you  to  opportunities  on  and  off 
the  beaten  path... cable  TV,  nuclear  power, 
Scotcii  whiskey,  as  examples.  Discover  how  it 
can  help  you.  Mail  the  coupon  today. 

I   The  Powell  Monetary  Analyst 

I99WallSt.,N.Y.,  N.Y.I 0005  _ 

D  Send  the  1972  Gold  Industry  Guide  I 
I     as  a  bonus  with  my  2-month  (4-issue) 

subscription  to  The  Powell  Monetary  Ana-  I 


I 
I 
I 


lyst.  I  enclose  $10. 


Name 


Address 


City  State  Zip 

This  subscription  may  not  be  assigned  with- 
out your  consent..  72-34 
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How  well 
should  you  expect  a 

$5,000,  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  capital  working  continually  to  achieve 
these  goals.  Yet,  perhaps  for  reasons  beyond 
your  control,  you  may  find  that  it  is  not 
growing  as  well  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  64  countries  use  The  Danforth 
Associates  Investment  Management.  The 
professional  supervision  it  offers  can,  we 
believe,  work  to  balance  the  risks  of  com- 
mon stock  investments  and  help  you  better 
achieve  your  capital  goals. 

You  can  start  your  portfolio  under  this 
tested  plan  with  as  little  as  $5,000  in  cash 
or  securities.  The  cost  is  modest,  as  low  as 
$100  a  year. 

For  a  complimentary  copy  of  our  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 5-year  "performance  record"  and  how 
it  may  help  you  now,  simply  write  Dept.  U-48 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  ouSi 

Investment  Management    .    Incorporattd  1936 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


I  May  Be  Wrong,  But... 


As  Forbes  goes  to  press,  the  mood  of 
the  financial  community  seems  to  be 
swinging  between  gloom  and  appre- 
hension. Perhaps  I  have  been  luUed 
into  a  false  sense  of  security  by  the 
growing  evidence  of  a  classic  cyclical 
upturn.  Perhaps  I  have  been  too  san- 
guine in  my  basic  premise  that  the 
speculative  excesses  have  been  nar- 
row rather  than  widespread. 

But,  the  more  I  weigh  the  surface 
evidence  of  deterioration  in  the  mar- 
ket's internal  health  against  the  un- 
derlying fundamentals,  the  more  I 
believe  that  easy  rationalizations 
come  under  the  heading  of  wholly  or 
partly  fallacious  cliches.  For  example, 
I  continue  to  believe  that  the  net  re- 
demption position  of  the  mutual  fund 
industry  and  the  accompanying  port- 
folio liquidation  has  been  exaggerated 
far  beyond  its  importance.  The  prac- 
tical fact  is  that  in  the  first  quarter 
of  this  year  net  common  stock  pur- 
chases by  pension  funds  and  insur- 
ance companies  amounted  to  some 
$3.3  billion  in  contrast  to  mutual  fund 
net  sales  of  only  $340  million.  What 
I'm  trying  to  say  is  that  I  don't  go 
along  with  the  fear  that  the  market 
has  "run  out  of  money." 

To  express  another  minority  view, 
it  seems  to  me  that  the  June  increase 
in  money  rates  does  not  necessarily 
spell  a  return  to  an  interest  rate  and 
credit  background  which  is  deflation- 
ary on  stock  prices.  For  one  thing,  al- 
though the  Federal  Reserve  Board 
probably  will  permit  short-term  mon- 
ey rates  to  rise  further  in  order  to  pre- 
vent the  dollar  outflow  from  increas- 
ing, the  fact  remains  that  the  differ- 
ence between  short-  and  long-term 
money  rates  is  abnormally  wide. 
Which  means  the  spread  can  narrow 
without  in  itself  forcing  long-term 
rates  upward.  Secondly,  there  are 
some  natural  restraints  on  rising  long- 
term  bond  rates.  Continuing  huge  in- 
flows of  money  to  the  nation's  sav- 
ings institutions,  industry's  increased 
cash-generating  ability  and  a  smaller 
volume  of  new  financing  this  year 
than  last  should  contain  the  pressures. 

I  also  suspect  that  Great  Britain's 
decision  to  let  the  pound  sterling  float 
could  come  under  the  heading  of  a 
tempest  in  a  teapot  rather  than  a  new 

Mr.   Lurie  is  •  partner  in  the  New  Yorl(  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


international  monetaiy  crisis.  This, 
m  the  sense  that:  1)  With  the  Ameri- 
can economy  strong,  European  econ- 
omies recovering  and  the  Free  World 
satisfied  with  existing  exchange  rela- 
tionships, the  present  enviionment  is 
not  comparable  to  that  of  last  Novem- 
ber. 2)  With  world  opinion  swinging 
to  the  belief  that  existing  currency  re- 
lationships can  be  maintained  even  if 
the  pound  stabilizes  around  the  pre- 
Smithsonian  parity  of  $2.40,  the  dol- 
lar may  even  strengthen. 

Where  the  Action  Is 

Meanwhile,  it  seems  to  me  that  the 
question  of  where  the  upside  action 
next  will  be  concentrated  can  be  as 
important  as  the  question  of  when 
and  at  what  level  idle  cash  should  be 
employed.  In  this  connection,  I  think 
it  important  to  realize  that  no  one  has 
a  monopoly  on  the  intangible  asset  of 
representing  a  stock  or  an  industry 
with  a  special  story  that  can  capture 
attention.  It  can  be  found,  for  exam- 
ple, in  any  industry  or  company  that  is 
changing  character  and /or  which  has 
been  underestimated,  as  well  as  in  a 
typical  growth  company. 

For  example,  I  believe  that  multi- 
ples in  the  statistically  cheap  oil  in- 
dustry will  increase  from  here  on  out 
along  with  earnings.  This  could  be  a 
new  vogue  group,  in  that  trade  publi- 
cations have  been  highlighting  short- 
ages of  petroleum  products— and  par- 
ticularly gasoline.  While  this  may  be  a 
temporary  condition,  it  does  indicate 
that  the  petroleum  industry  is  near- 
ing  the  point  where  there  could  be  a 
domestic  refinery  "crunch."  This  could 
occur  sometime  in  1973  and  prob- 
ably no  later  than  1974,  inasmuch  as 
product  demand  is  rising  with  more 
vigor  as  the  economy  improves. 

The  news  from  the  Middle  East  on 
negotiations  between  the  oil  compa- 
nies and  the  host  nations  seems  to  be 
a  little  less  foreboding  than  when  Iraq 
decided  to  nationaUze  the  properties 
of  the  Iraq  Petroleum  Co.  The  solid 
bargaining  unit  that  OPEC  represents 
seemed  to  have  l>een  unsettled  when 
Iran  withdrew  from  the  talks  and  re- 
ceived protection  against  loss  of  pur- 
chasing power  from  oil  production 
revenues.  In  other  words,  Iran's  action 
as  the  largest  producer  in  the  Middle 
East  has  moderated  the  stand  of  oth- 
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er  Persian  Gulf  nations,  and  seems  to 
leave  Iraq  standing  alone.  Tlie  more 
moderate  climate  of  negotiations 
should  lessen  some  of  the  past  market 
pressure  on  the  international  oils. 

It  is  my  view  that  the  business  up- 
turn is  gaining  momentum  and  will 
continue  at  least  into  the  summer  of 
1973.  While  the  individual  contribu- 
tions to  the  FRB  index  will  be  in  dif- 
ferent relative  balance  than  they  are 
today,  I  believe  residential  building 
will  continue  to  provide  a  pleasant 
surprise,  and  that  home  building  will 
be  close  to  this  year's  record  level. 

All  of  this  has  an  obvious  bearing 
on  the  outlook  for  GAF  in  that:  1) 
The  building  materials  division,  which 
last  year  contributed  52%  of  pretax, 
precorporate-overhead  earnings,  then 
could  better  even  the  record  high 
profits  estimated  for  1972.  2)  The 
chemical  division  also  should  enjoy 
better  results  than  are  in  prospect  for 
1972,  and  this  division  contributed  al- 
most 28%  of  last  year's  operating  profits. 

On  balance,  it  seems  to  me  that 
gap's  speculative  potential  is  related 
to  improvement  in  the  heretofore  lag- 
ging photo  products  division,  which 
contributed  only  6%  of  last  year's  total 
operating  profits.  This,  in  my  opinion, 
is  the  "swing"  area  of  the  business 
which  can  put  a  new  and  better  mar- 
ket label  on  the  company's  common 
stock.  I  believe  a  better  multiple  is  in 
the  process  of  developing  and  consid- 
er the  common  stock  or  the  $1.20 
convertible  preferred  interesting  spec- 
ulations. The  common  sells  at  around 
23  and  is  paying  40  cents.  The  pre- 
ferred is  around  29  and  each  share  is 
convertible  into  IM  common  shares. 

On  fhe  Way  Up 

Perhaps  this  is  an  era  where  multi- 
ples will  remain  low  in  the  face  of  rec- 
ord high  1972  earnings  and  the  prom- 
ise of  more  to  come  next  year.  But  I 
also  suspect  that  this  is  an  era  where 
popular  market  expectations  will  be 
"whipsawed,"  which  brings  to  mind 
the  commonsense  fact  that  things 
look  worst  when  the  market  is  seem- 
ingly at  its  worst.  I  believe  distinct 
long-term  reassurance  can  be  found 
in  the  points  that:  1)  The  negatives  are 
so  well  known,  they  may  already  be 
reflected  in  the  price  level.  2)  The 
bulk  of  the  list  already  has  had  a  far 
more  substantial  price  correction  than 
is  indicated  by  the  popular  averages, 
which  means  overall  downside  vul- 
nerability may  be  small.  3)  Suspicions 
have  been  so  widely  expressed  for  so 
many  months,  that  they  may  have 
prevented  really  destructive  specula- 
tive excesses  from  developing,  and  no 
one  meanwhile  has  even  considered 
the  possibility  that  the  economy  may 
be  in  a  long-sustained  upswing.  ■ 
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Speehl  Inffodadofg  TthlOffet! 

Value  Line  for  the  next 
three  months  for 

only  '25 


(REGULAR 
RATERS) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTIVIENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 
SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 

MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 


l|Br 


THE  VALUE  LINE  INVESTMENT  SURVEY 

V         Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St..  New  York,  N.Y.  10017 

(_]  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
j    1 1, would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189.  Foreign  rates  available  on  request. 


I    I  Payment  enclosed 
QBillmefor$189 


If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.Y.  residents  please  add  applicable  sales  tax. 


Signature 

Name  (please  print) 

1640 

Address 

City 

State 

Zip 

(No  assignment  of  this 

agreement 

will  be  made  without  subscriber's 

consent.) 

mm 
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WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT  YOUR 

PERMISSION? 


Because  we  specialize  in  managing 
personal  investment  accounts  of 
$5,000  or  more  for  aggressive  capital 
growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common 
stock  portfolio.  You  own  the  stocks 
—  the  account  is  in  your  name  with 
your  broker.  But  we  do  ail  the  buying 
and  selling  —  we  have  a  full-time 
staff  of  experienced  market  analysts 
assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to 
you.  give  us  p>ermission  to  send  you 
our  32-page  booklet  "Declare  Your 
Own  Dividends". 


SPEAR&STAFFINC. 

l-.es:rr,er.:  !.'.ar,agen-.er,;  D...  Oept.    .V.r  501 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary 
copy  of  "Declare  Your  Own  Dividends." 

Name 


Address. 
City 


State. 


.Zip. 


CONFIDENTIAL: 

Approx.  Account  Size  S. 

Broker 


DIAMOND 

INTERNATIONAL 

CORPORATION 

. .  .the  Uncommon  Company 

91st  CONSECUTIVE 
YEAR  OF  DIVIDENDS 
The  Board  of  Directors  of  the  Diamond 
Internotional  Corporation  on  June  29, 
1972,  declared  a  quarterly  dividend  of 
45*  per  share  on  the  Common  Stock, 
poyoble  August  1,  1972,  to  shore- 
owners  of  record  July  12,  1972. 

GEORGE  PASCAIE 
Secretory 

PACKAGING  •  PRINTING  •  PAPER 

MACHINERY  SYSTEMS  •  LUMBER 

CONSUMER  PRODUCTS 


End  Of  Gold  Standard 
HOW  SoiM  Will  Com  Shares  Crask? 

Digest  505      S3  LJ  One  yr.  $36 

A  Sequel  to  Digest  503 
COMING  CATASTROPHE  BOOM 
L.L.a.  Ancas.  Inc..  Saxtons  River.  Vt.  0S1S4 


WALL  STREET  VIEW 

By  Robert  Stovall 

m 

byi. 

m 

Midsummer  Concepts 

If  w"e  le.\kn"  an\-thing  from  the  pubr 
lished  statistics  on  institutional  domi- 
nance of  stock  market  activit\',  it  is 
this:  To  be  a  successful  investor  one 
must  emulate  the  professional  money 
management  thinking  of  the  day.  Con- 
cept investing,  or  what  I  have  come 
to  term  "thinking  in  concentric  cir- 
cles," has  been  a  standard  methodol- 
og>'  of  professionals  for  some  time.  In 
this  t\"pe  of  thinking,  the  money  man- 
ager makes  basic  assumptions  about 
the  geopohtical  chmate,  the  domestic 
economy,  social  and  economic  trends. 
From  these  assumptions  he  tries  to 
zero  in  on  an  industr>-  or  a  group  of 
industries.  Finally,  at  the  bull's  eye 
of  these  ever-narro\\-ing  series  of  rings, 
or  concentric  thought  processes,  he 
seeks  individual  stocks.  The  real  trick 
is  to  hit  the  bull's  e>'e  before  it  is 
crowded  with  other  people's  arrows. 

Concepf  /:  /nsurance 

I  have  three  concepts  which,  in 
m\  opinion,  are  not  yet  overexploited. 
Insurance  stocks  have  not  participated 
in  the  growth  stock  fetish  of  the  post- 
Xovember  1971  market  largely  be- 
cause of  1 )  the  laziness  which  inhibits 
investors  from  dissecting  insurance 
profit  and  loss  statements;  and  2)  lack 
of  uniformit\-  in  agreeing  on  just  what 
results  were.  It  has  created  what  in 
my  opinion  is  an  imderxalued  growth 
stock  in  Fidelity  Union  Life  Insurance 
Co.  ( over-the-counter— 37 ) ,  which 
has  had  an  earnings  growth  record  in 
excess  of  20?  in  the  recent  past,  with 
similar  prospects  for  the  immediate  fu- 
ture. Based  on  interim  results  this 
year,  a  prudent  guess  for  Fidelity's 
adjusted  earnings  in  1972  would  be 
around  S2.80  per  share.  At  under  14 
times  this  year's  earnings,  the  shares 
sell  for  a  more  modest  multiple  than 
does  the  Dou-,  e\en  though  it  is  ac- 
cepted that  a  stock  with  a  20?  growth 
rate  in  a  good  industn,  should  com- 
mand 45  times  earnings. 

Wliat  makes  Fidelit>-  Union  Life  a 
concept  within  a  concept  is  its  con- 
centration on  the  college  senior  mar- 
ket—60?  of  its  new  business.  Fidel- 
it\'  Union  is  the  leading  company  sell- 
ing ordinary'  life  insurance  to  college 
seniors.  Its  total  insurance  in  force 
passed   the    $3-billion    mark   halfway 

Mr.  stovall  is  a  vie*  president  of  the  NYSE  firm  of 
Reynolds  Securlti^  Inc. 


tiirough  last  \ear.  Its  College  Mas- 
ter poUcies  allow  the  poUc>holder  to 
purchase  additional  insurance  regard- 
less of  condition  of  health.  From  busi- 
ness that  it  now  has  in  force,  manage- 
ment expects  to  add  at  least  $3  billion 
more  through  these  options. 

Concepf  //;  East/West  Trade 

Here  is  a  stock  that  is  the  bene- 
fician,-  of  two  emerging  concepts,  yet 
p>ersists  in  selling  around  10  times  the 
current  year's  earnings.  In  June  the 
Administration  lifted  quota  restrictions 
on  imported  meat  products.  Also,  since 
the  China  \isit  and  the  success  of  the 
Moscow  Summit,  East/West  trade  has 
been  in  a  new  perspective. 

Atalanta  Corp.  (American  Stock 
Exchange— 8)  benefits  from  both 
trends.  It  is  a  major  importer  of  food 
products  into  the  U.S.  and  for  25  years 
has  been  helping  shape  the  emerging 
pattern  of  trade  between  the  U.S.  and 
Eastern  Europe.  Since  1948  Atalanta 
has  been  the  exclusive  U.S.  representa- 
tive and  marketing  specialist  on  Po- 
lish canned  hams  and  other  canned 
pork  products,  sold  under  the  Krakus 
and  Atalanta  labels.  It  also  imports 
specialt\-  food  products  from  42  oth- 
er countries.  Canned  hams  and  other 
pork  products,  principally  from  Po- 
land, accounted  for  67?  of  1971's 
SI 26  million  in  sales.  Sales  this  year 
are  estimated  at  around  S140  million. 

Atalanta  also  is  big  in  shellfish,  26? 
of  sales  last  year,  but  took  a  bath 
here  last  year.  It  subsequently  dis- 
posed of  its  shrimp  processing  opera- 
tion to  the  original  owner,  who  now 
sells  the  output  to  the  company  on  a 
relatively  fa\orable  basis.  Had  it  not 
been  for  the  shrimp  packing  experi- 
ence last  year,  Atalanta's  earnings 
would  probably  have  been  in  the  85- 
cent-95-cent  per-share  range  antici- 
pated for  1972  rather  than  the  53 
cents  per  share  reported.  Over  the 
past  few  years  earnings  have  in- 
creased from  the  30-cent  level. 

Early  in  June,  Poland  and  the  U.S. 
agreed  to  establish  a  joint  commis- 
sion to  expand  trade  through  increased 
contacts  on  go\emmental  and  busi- 
ness levels.  It  is  possible  that  this  com- 
pany's already  substantial  sales  volume 
could  be  expanded  with  other  prod- 
ucts perhaps  outside  the  food  line. 
This  seems  to  rank  as  a  relatively  un- 
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60  5th  Ave. 

(Cor.  12th  St.  adjacent  to  church) 

Forbes  Building 
10,000  Sq.  Ft. 


Will  divide  from 

1,400  sq.  ft  and  up 

choice  office  space 

full  service,  central  A/C 

24  hr.  security 
conv.  to  transportation 

owner  managed 
BROKERS  PROTECTED 


Call  Mr.  Greenberg 
675-7500  Ext.  203 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  July  13,  1972, 
declared  a  third  quarter 
dividend  of  67.5  cents  a 
share  on  the  Company's 
outstanding  stock,  pay- 
able September  1,  1972, 
to  stockholders  of  record 
at  the  close  of  business 
on  July  31, 1972. 


The  American  Road 
Dearborn,  Michigan  48121 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Stxk  Exchange,  IrK. 

ind  other  teiding  Exchanset 

120  Broadway.  New  York.  N.  Y.  10005 


discovered  concept  stock.  Its  capitali- 
zation is  rather  small,  one  million 
shares  with  only  about  half  floating. 

Concept  III:  Clean  Air 

The  Environmental  Protection  Agen- 
cy last  spring  declined  to  delay  its 
stringent  pollution  and  emissions  con- 
trol requirements  past  1975.  Univer- 
sal Oil  Products  (22),  prematurely 
mentioned  here  about  a  year  ago,  is 
expected  to  have  an  important  share 
of  three  new  multibillion-doUar  pro- 
grams being  initiated  by  the  oil  re- 
fining and  automobile  industries. 

Universal  Oil  Products  should  have 
as  broad  a  participation  in  this  im- 
portant area  as  any  company;  it  is  a 
licenser  of  oil  refining  processes,  a  pro- 
ducer of  catalysts,  a  designer  and 
builder  of  refineries,  and  has  devel- 
oped its  own  auto  catalytic  converter 
and  catalysts  for  pollution  removal. 

Last  year,  the  company  reported  a 
loss  of  $1.14  per  share  because  of 
some  unprofitable  contracts— princi- 
pally in  the  aerospace  industry  and 
the  construction  business— but  earn- 
ings are  recovering  and  are  expected 
to  approach  $1.30  per  share  this  year 
and  could  reach  the  $2  area  in  1972. 
Because  of  its  uneven  earnings  record, 
Universal  is  more  speculative  than  Ar- 
vin  Industries,  Engelhard  Minerals  & 
Chemicals  and  Research  Cottrell.  On 
the  other  hand,  it  could  have  more 
upside  potential. 

Concepts  Revisited 

Revisiting  an  earlier  concept  that 
has  not  as  yet  worked  out,  I  mentioned 
companies  operating  in  and  around 
Disney  World.  Since  the  end  of  the 
first  quarter,  and  for  various  reasons, 
the  shares  of  such  companies  men- 
tioned here  as  Major  Realty,  Hava- 
tampa  Cigar,  Florida  Gas  and  Rhein- 
gold  have  lagged  behind  even  the 
underachieving  stock  market.  It  could 
be  that  Disney  World  stocks  have  a 
season  all  their  own  because  the  fun- 
damentals in  most  instances  remain 
basically  sound. 

In  the  Apr.  15  issue,  I  talked  about 
the  hidden  values  of  Almaden  Vine- 
yards, the  big  California  winery,  as 
represented  in  the  low  P/E  multiple 
shares  of  National  Distillers  6-  Chemi- 
cals. Sometime  this  fall,  after  legal  re- 
quirements are  met.  National  Distillers 
expects  to  sell  some  15%  to  20%  of 
Almaden  shares  to  its  stockholders. 
There  is  a  scarcity  value  to  winery 
shares.  Moreover,  as  Almaden  has 
been  growing  at  a  30%  rate  in  terms  of 
both  sales  and  earnings,  I  would  ex- 
pect the  Almaden  shares  to  command 
a  P/E  ratio  of  at  least  50  times  and 
perhaps  more.  Shareholders  of  Nation- 
al Distillers  finally  seem  to  have  some- 
thing tangible  to  look  forward  to.  ■ 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND 


,INC. 


Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  j^ 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1892 
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RENTAL-PURCHASE   PLAN  AVAILABLE 

Installs  in  less  than  two  hours.  No  marrlngf  walls  or 
stairway.  No  special  wiring.  Tax  deductible  when 
recommended  by  a  physician.  Costs  about  8f  a  week 
to  operate.  Guaranteed. 

USED  BY  THOUSANDS:  CARDIAC  PATIENTS  •  SENIOR 

CITIZENS    •    POST    OPERATIVES    •     PARALYSIS    • 

WIFE-SAVER  •   RESTRICTED  PHYSICAL  ACTIVITIES. 

WRITE  FOR  FREE  BROCHURE 

AMERICAN  STAIR-GLIDE  CORP. 

201  W.  80th  Terr.,  Dept.  F-8    Kansas  City,  Mo.  64114 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  In  bti\  Ihrsr  sminiirs 
The  offer  is  made  only  by  the  Prospectus. 


750,000  Shares 


Unicom  Insurance  Group,  Inc. 


Common  Stock 

(Par  value  SlO  per  share} 


Price  $14  a  Share 


CupiKS  ol  the  ProsptTfus  nuty  he  obUiined  frcini  sm:h  vf  rhr 
iindnrsigned  tis  nuiy  UnvfuUy  offer  fhesp  smrrilins  in  this  Sttitr. 


Drexel  Firestone 

INCORPORATED 

Salomon  Brothers 

Basle  Securities  Corporation 

Alex.  Brown  &  Sons 


Butcher  &  Sherrerd 
E.  F.  Hutton  &  Company  Inc. 
Europartners  Securities  Corporation 


Dominick  &  Dominick, 

INCORRO RATED 

W.  E.  Hutton  &  Co. 
Spencer  Trask  &  Co. 

INCOHPOBATEO 

/une  21.  1!»72 


Burnham  &  Company  Inc 
Equitable 
F.  S.  Moseley  &  Co. 


Shearson,  Hammill  &  Co. 

INCORPOHAIEO 

Robert  Fleming 

INCORPORATED 

Clark*  Dodge  &  Co. 

(NCOSPORATED 


Equitable  Securities,  Morton  &  Co. 

INCORPORATED 

R.  W.  Fressprich  &  Co. 

INCORPORATED 

G.  H.  Walker  &  Co. 

INCORPORATED 


Hallgarten  &  Co. 
Shields  &  Company 

INCORPORATED 

Walston  &  Co.,  Inc. 


DECLARATION  OF 


OUR  100th  CONSECUTIVE 
QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  330  per  share  on  the  Common  Stock 
of  Tenneco  Inc.  will  be  paid  September  12,  1972,  to  stock- 
holders of  record  on  August  18,  1972, 

1972  represents  Tenneco's  26th  consecutive  year  of 
cash  dividend  payments,  and  this  payment  will  be  our 
Centennial  quarterly  dividend.  More  than  240,000  stock- 
holders in  all  50  states  and  many  foreign  countries  will 
share  in  our  earnings  by  receiving  $21 ,800,000.  In  contrast, 
our  first  quarterly  dividend  in  1947  totaled  $735,000  and 
was  paid  to  5,825  common  stockholders.  Then,  Tenneco 
was  solely  a  natural  gas  pipeline  company. Today,  we  have 
major  operations  in  oil,  chemicals,  packaging,  land/agri- 
culture, shipbuilding  and  machinery  and  auto  parts  manu- 
facturing as  well.  And  assets  exceed  $4.6  billion. 

BUILDING  BUSINESSES  IS  OUR  BUSINESS.^nneco] 
^^■^B  Houston,  Texas 

Tenneco 


READERS  SAY 


(Continued  from  page  9) 

third  to  British  Leyland  and  Ford.  This 
was  the  case  last  year  and  is  still  the  case 
this  year.  If  you  add  in  exports,  this 
would  put  Chrysler  into  third  place  on 
total  car  production. 

— G.E.  Moore 

Director  of  Public  Relations, 

Vauxhall  Motors  Ltd, 

*■  Luton,  Beds.,  England 

Setting  the  Record  Straight 

Sm:  Your  wording  of  Noah  Dietrich's 
comments  (  Forbes,  May  1 )  re  unreason- 
able accumulation  of  surplus  is  mislead- 
ing. The  penalty  is  measured  by  the 
amount  accumulated  in  a  specific  year 
less  dividends  paid  in  that  year  or  with- 
in 2J2  months  following  the  close  of  the 
year.  Furthermore,  the  rate  is  38.5%. 

— L  Stanley  Bercher 
Santa  Barbara,  Cal. 

We  quoted  Mr.  Dietrich,  and  as  it 
turns  out,  he  was  wrong.  We  now  set  the 
record  straight— Ed. 

A  Ciaim  on  First 

Sra:  Your  article  on  the  discount  bro- 
kers failed  to  include  Kulik  &  Co.  of  the 
Philadelphia  area.  Since  this  is  our  sec- 
ond decade,  we  claim  to  be  the  first. 

—Louis  W.  Kulik 

Principal, 

Kulik  &  Co. 

Jenkintown,  Pa. 

Scotching  Japan 

Sir:  Of  all  people,  I  am  surprised  that 
you  talked  of  future  "scotch  "  production 
in  Japan  (June  15,  p.  68).  No  whisky 
produced  anywhere  in  the  world  but 
within  the  boundaries  of  Scotland  can 
be  called  "Scotch,"  even  between  quota- 
tion marks. 

— Ervin  Poka 
Mill  Valley,  Cal. 

A  Good  Description 

Sir:  Regarding  your  article  on  Ross 
Perot  (Forbes,  Jtiue  15).  Just  what's 
wrong  with  being  little,  wearing  white 
shirts,  being  an  Eagle  Scout  and  hav- 
ing short  clipped  hair? 

—Felix  H.  Jones  Jr. 
Fairborn,  Ohio 

Nothing.  Wc  were  describing  Mr.  Pe- 
rot, not  criticizing— Ed. 

A  Pad  for  the  VP? 

Sir:  Let  the  Vice  President  use  the 
White  House.  If  he  can  speak  for  the 
President  all  over  the  world  and  meet 
with  heads  of  state  as  the  President's  offi- 
cial representative,  then  let  liim  use  tlie 
President's  house  for  "official"  entertain- 
ment! (Fact  <b  Comment,  June  1.) 

—Paul  Diu:w 
Potomac,  Md. 
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The  annual  checkup. 
It  may  save  your  life. 

There's  only  one  way  to  be  sure 
you're  in  perfect  health.  Have  an 
annual  checkup.  It  gives  your  doctor 
a  good'chance  to  catch  any  minor 
ailment  before  it  becomes  a  major 
illness.  Or  a  fatal  one. 
We  want  to  wipe  out  cancer  I 
in  your  lifetime.  Give  to  the  I 
American  Cancer  Society.  cL 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


A  merchant  may,  perhaps,  be  a  man 
of  an  enlarged  mind,  but  there  is  noth- 
ing in  trade  connected  with  an  en- 
larged   mind.         —Samuel  Johnson 


'Tis  not  in  mortals  to  command  suc- 
cess, but  we'll  do  more,  Sempronius, 
we'll  deserve  it.         —Joseph  Addison 


The  true  measure  of  a  man  is  not 
the  number  of  servants  he  has,  but 
Ihe  number  of  people  he  serves. 

—Arnold  Glasow 


The  public  man  needs  but  one  pa- 
tron, namely,  the  lucky  moment. 

—Edward  Bulwer-Lytton 


Good  actions  ennoble  us,  and  we 
are  the  sons  of  our  own  deeds. 

—Miguel  de  Cervantes 


Love  of  money  is  the  disease  which 
makes  men  most  groveling  and  pitiful. 

— Longinus 


The  world's  idea  of  greatness  has 
been  that  he  is  greatest  who  best  suc- 
ceeds in  using  his  fellow  men  for  the 
furtherance  of  his  own  ends. 

-A.  H.  Hoge 


Doing  good,  disinterested  good,  is 
not  our  trade.       —William  Cowper 


Never  to  reward  any  one  equal  to 
his  merit;  but  always  to  insinuate  that 
the  reward  was  above  it. 

—Henry  Fielding 


Fortune  favors  the  audacious. 

— Desiderius  Erasmus 


Success  has  a  great  tendency  to  con- 
ceal and  throw  a  veil  over  the  evil 
deeds  of  men.  —Demosthenes 


It  is  dangerous  to  be  sincere  unless 
you  are  also  stupid. 

—George  Bernard  Shaw 


It  is  unquestionably  possible  for  an 
incorruptible  man  to  succeed  in  busi- 
ness. But  his  scruples  are  an  embar- 
rassment. He  must  make  up  in  ability 
for  what  he  lacks  in  moral  obliquity. 

—John  Chapman 


Generally  speaking,  success  brings 
out  the  actors'  worst  qualities  and 
failure  the  best.       —George  Abbott 


B.  C.  FORBES 

The  young  man  entering 
business  who  is  anxious  to  suc- 
ceed must  recognize  that  his 
success  will  be  in  proportion  to 
the  value  of  the  service  he  ren- 
ders. Great  service,  generally 
speaking,  brings  great  reward. 
He  who  is  ambitious  to  succeed 
must  learn  how  he  can  best 
serve,  how  he  can  fit  himself  to 
earn  high  rewards,  how,  in 
short,  he  can  make  himself  use- 
ful beyond  the  ordinary. 


You  do  not  succeed  because  you  do 
not  know  what  you  want,  or  you  don't 
want  it  intensely  enough. 

—Frank  Crane 


Do  all  the  good  you  can,  in  all  the 
ways  you  can,  to  all  the  souls  you  can, 
in  every  place  you  can,  at  all  the 
times  you  can,  with  all  the  zeal  you 
can,  as  long  as  ever  you  can. 

—John  Wesley 


Let  deeds  match  words. 


— Plautus 


I  am  content  with  what  I  have,  little 
be  it,  or  much.  —John  Bunyan 


The  wealth  of  man  is  the  number 
of  things  which  he  loves  and  blesses, 
which  he  is  loved  and  blessed  by. 

—Thomas  Carlyle 


Money  is  life  to  us  wretched  mortals. 

— Hesiod 


Great  riches  have  sold  more  men 
than  they  have  bought. 

—Francis  Bacon 


Watch  lest  prosperity  destroy  gen- 
erosity.        —Henry  Ward  Beecher 


The  world  more  frequently  recom- 
penses the  appearance  of  merit,  than 
merit   itself.       —La   Rochefoucauld 


He  that  succeeds  makes  an  impor- 
tant thing  of  the  immediate  task. 

—William  Feather 


A  Text . . . 


Sent  in  by  Mrs.  T.K.  Allison  Jr.. 
Newport  News,  Va.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


But  thou  shalt  remember  the  Lord  thy 
God:  for  it  is  he  that  giveth  thee 
power  to  get  wealth. 

—Deuteronomy  8: 18 
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Mutual  Funld  1972 


The  Year  of  the  Yo-Yo 


Performance: 
j  good 

Redemptions: 
i     terrible 
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How  to 

blanket  a  market 
and  save  37% 
in  freight  charges. 

Try  our  intermodal  "Pool  Car"  plan. 


A  Georgia  blanket  maker  did.  Bibb  used  to  shipto 
Texas  by  truck.  But  Southern,  working  with  Mis- 
souri Pacific,  devised  a  pool  car  operation. 

Individual  orders  were  consolidated  into  one 
17,000-lb.,  9,121-blanket  shipment  to  Dallas. 
There,  they  were  broken  down  for  distribution  by . 
truck  throughout  the  Southwest. 

Not  only  were  freight  costs  37%  lower,  with  big 
savings  passed  on  to  Bibb's  customers,  but  deliv- 
eries were  7  to  9  days  faster.  I 

So,  Southern  can  make  this  blanket  statement: 
we'll  use  the  best  strengths  of  rail  and  intermodal 
to  help  you  squeeze  waste  out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 
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SOHEia^il^ 


RAfLW0Y  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 
Support  ttie  Surlace  Transportation  Act:  the  help  transportation  needs  to  help  you. 
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Onr  first  tmek  trailer 
has  carried  ns  a  long  way. 


It  has  carried  us  from  transportation  to 
Total  Transportation:  truck  trailers,  railcars, 
containers,  materials  handling  equipment 
and  ships  to  move  goods  around  the  world  — 
plus  the  financing  it  takes  to  put  it  all  to  work. 

Our  50  years  of  expansion  into  a 
$500,000,000  corporation  has  been  logical 
growth,  because  we've  put  to  work  in  new 
areas   the   manufacturing   and   management 


skills  gained  in  the  past.  We're  now  solidly 
in  the  billion-dollar  housing  market,  on  the 
strength  of  our  engineering,  manufacturing, 
and  research  experience. 

For  the  full  picture  of  our  growth,  look 
into  our  Annual  Report.  Just  write  Fruehauf 
Corporation,  10900  Harper,  Dept. 
FO-82,  Detroit,  Mich.  48232. 


m  AMS  POOTATMM 
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Our  trailers,  containers  and 
container  handling  equipment 
keep  freight  moving  efficiently 
worldwide. 


Not  all  goods  move  over  the 
highway.  So  you'll  also  find 
Fruehauf  railcars.  And  we 
not  only  build  and  sell 
them,  we  lease  them  too. 
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Why  Were  Bankers  Warned  That  This  "New  Book  Could  Upset  the  Savings  Applecart"  * 

How  to  Make  Up  to  13  'A  % 
or  More  on  Your  Savings — 
All  Fully  InsuredE^fe:^ 

There  are  many  things  banks  don't  like  to  talk  about.  They  don't  like  to  talk  about 
the  fact  that  they  do,  indeed,  pay  interest  rates  of  8%,  10%,  \VA%,  and  often 
more,  to  a  select  group  of  knowledgeable  depositors! 


What's  the  difference  between  these  men  and 
women  and  you?  Simply  this — that  they  kno^t- 
certain  "inside"  techniques  of  depositing  and 
withdrawing  their  savings  (all  perfectly  legal,  in- 
cidentally) that  you  don't!  And — therefore  they 
earn  two  to  three  times  as  much  interest  on  those 
savings  as  you  do!  Like  this  . . . 

Would  It  Be  Worth  An  Extra  Ten  Minutes 

A  Month  To  You -To  Bring  Home  Two  Or 

Three  Times  As  Many  Dollars  From  Your 

Savings  As  You're  Getting  Today? 

The  procedure  is  simple.  But  to  put  it  to  work 
for  you,  tomorrow,  you  have  to  know  these  few 
"smart-money"  facts: 

1.  Most  thrifty  people  in  this  country  today  are 
actually  losing  money  on  their  savings.  The  inter- 
est they  get  from  a  regular  bank  account  is  actu- 
ally far  less  than  the  lost  purchasing  power  that 
inflation  cuts  right  out  of  their  savings. 

This  is  one  of  the  great  social  tragedies  of  our 
time.  It  means  that  if  you  are  thrifty  and  prudent 
in  this  country  today,  you  are  penalized.  Either 
you  are  driven  to  speculate  in  the  stock  market, 
where  you  can  be  wiped  out  overnight.  Or  you  try 
to  secure  safety  for  your  hard-earned  capital  in  a 
bank — and  watch  inflation  turn  your  dreams  of 
early  retirement  and  financial  independence  into 
dust! 

2.  But  you  just  don't  have  to  accept  these  two 
tragic  choices  anv  longer!  Now  there  is  a  Third 
Way  to  invest  your  money,  that  gives  you  the 
absolute  safely  you  want,  plus  huge  guaranteed 
returns  that  you  may  not  even  have  dreamed  pos- 
sible before. 


About  the  Authors 
Martin  J.  Meyer  is  president  of  the  Na- 
tional Depositors  Cooperative  Association. 
He  also  serves  as  Vice  President  and  Sec- 
retary of  Intercept  Tele-Communications, 
Inc.,  a  new  international  cable  and  tele- 
graphic interception  and  forwarding  orga- 
nization. Mr.  Meyer  has  written  numerous 
magazine  articles  on  banking,  thrift,  and 
inflation. 

Dr.  Joseph  McDaniel,  Jr.  was  secretary 
of  the  Ford  Foundation  from  1953  until 
his  retirement  in  1967  and  Dean  of  the 
School  of  Commerce  at  Northwestern 
University.  His  distinguished  career  in- 
cludes President  of  World  Health  Foun-- 
dalion  (U.S.A.)  and  government  service 
with    the    Economic   Cooperative    Assn. 


3.  It  is  based  on  one  simple  fact:  That  most 
depositors  are  completely  passive  about  where  and 
how  they  save  their  money!  They  never  lake  the 
one  or  two  hours  thai  are  necessary  to  learn  the 
"inside  workings"  of  the  banking  system.  There- 
fore, they  never  even  hear  about  the  "super-sav- 
ings-accounts"  that  can  yield  Ihem  far  more  than 
ordinary  interest  on  their  money. 

And,  above  all,  they  have  never  heard  about  the 
simple,  ingenious  techniques  of  "Loophole  Depos- 
iting"! Active,  precisely-timed  deposits  and  with- 
drawals that  lake  an  average  of  ten  minutes  of 
your  time  per  month — and  bring  you  back  89c... 
li'/2%  ...even  19%  on  every  dollar,  with  exactly 
the  same  total  safety  that  you  get  on  ordinary 
bank  accounts  today! 

You  Do  Only  What  The  Banks  And  Savings 

And  Loan  Associations  Themselves 

OPENLY  PERMIT.  Except  Now- 

YOU  00  IT  A  LITTLE  SMARTER! 

At  this  moment,  in  this  entire  country,  out  of 
the  over  one  hundred  million  people  who  have 
savings  accounts,  only  about  forty  thousand  of 
them  use  these  techniques.  They  are  still  brand- 
new — virtually-unknown.  Only  now  has  a  book 
been  published  that  reveals  them  to  every  man 
and  woman  who  is  willing  to  riskanSf  stamp  to 
learn  them! 

The  time  required  to  read  this  book  from  cover 
to  cover  is  approximately  one  weekend.  Or,  if  you 
wish  to  skip  the  banking  background  at  ils  begin- 
ning, it  will  take  you  about  an  hour  or  two  to 
learn  these  "Active  Depositing"  techniques  them- 
selves. And  once  you  learn  them,  from  that  mo- 
ment on,  you  will  be  able  to  exploit  every  legal 
loophole  in  the  entire  banking  system,  including: 

How  to  get  more  than  8%  interest  per  year  as 
an  absolute  minimum,  with  hardly  any  more  work 
than  filling  out  your  deposit  slip  in  a  different 
way.  And  then  go  from  there  all  ihe  way  up  to  as 
much  as  19%  to  25%  in  special  situations,  for 
limited  periods! 

How  to  protect  yourself  against  the  possibility 
of  interest  rates  dropping  in  the  future.  So  you're 
guaranteed  the  high  interest  rates  available  to  you 
today,  even  if  tomorrow  your  friends  find  their 
return  on  their  savings  cut  in  half! 

How  to  make  banks  pay  interest  to  you  on 
money  you  don't  really  even  have  on  deposit — on 
non-existent  money — on  money  you  have  already 
spent!  (And  the  bank  loves  you  for  it.  Because, 
no  matter  how  much  you  make,  they  make  more! 
Page  143  shows  you  how.) 

Yes,  how  you  can  even  earn  high  interest  on 
your  credit  card!  So  that  you  are  now  earning  in- 
terest on  other  people's  money — and  spending  it 
at  exactly  the  same  time! 

Nationally  Advertised  in  WALL  STREET  JOURNAL,  N.Y.  TIMES,  FORBES,  BARRONS,  U.S. 
NEWS.  SCIENTIFIC  AMERICAN,  NATIONAL  OBSERVER,  HUMAN  EVENTS,  PARADE, 
NEWSWEEK,  ETC.  An  exclusive  and  priceless  gift  for  anyone  you  value.  Not  distributed  through 
bookstores.  Clip  handy  coupon  and  order  today.  30-day  money-back  guarantee. 


Read  What  The  Banking 

Industry  Itself  Says 

About  This  Startling  Volume! 

NEW  BOOK  COULD  UPSET 
THE  SAVINGS  APPLECART 

TIGHT  MONEY.  Regulation  Q,  and  Ihe 
much-touted  Age  of  Ihe  Consumer,  are 
key  ingredients  in  a  flammable  mixture 
about  to  he  ignited  by  a  hook  which  could 
explode  in  the  face  of  the  commercial 
banking  industry  this  year.  This  says: 

"The  millions  of  people  who  have  saved 
a  few  dollars  in  the  form  of  savings  ac- 
counts and  insurance  have  been  prevented 
from  gaining  any  profit  from  their  invest- 
ment— indeed  they  have  been  forced  to 
accept  real  losses — by  what  amounts  to 
government  agency  fiat.  These  depositors 
have  contributed  more,  perhaps,  to  the 
growth  of  our  economy  than  any  other 
group,  aijd  it  is  unjust  that  controls  apply 
only  to  interest  rales  to  depositors,  while 
there  ar&no  controls  over  the  inflationary 
wage  and  price  increases.  Conditions  per- 
mitting this  20  years  of  discrimination 
should  be  changed." 

/  am  quoting  from  a  book,  titled,  "Don't 
Bank  On  It!  How  To  Make  Up  to  W/i 
percent  and  More  on  Your  Savings — All 
Fully  Insured." 

The  book-is  dedicated  "to  the  members 
of  the  median  income  group,  those  truly 
forgotten  men  whose  savings  deposits  make 
banking,  as  we  know  it,  possible." 

"Don't  Bank  On  It"  may  be  coming  out 
at  an  auspitious  time,  as  the  general  pub- 
lic is  becoming  more  aware  of  high  inter- 
est rates,  and,  thanks  to  truth  in  lending. 
is  being  conditioned  to  look  at  rates  of  12 
or  18  percent  as  low.  No  doubt  he'll  soon 
recognize  that  4  or  5  percent  is  peanuts. 

*Bank   Marketing   Management, 
Feb..  1970. 


Special  Warning  Section:  Two  common  mis- 
takes, that  unknowingly  trap  thousands  of  deposi- 
tors every  year,  that  could  completely  destroy 
your  savings! 

And  how  to  defer  income  tax  on  the  interest 
you  get.  Two  plans  that  offer  marvelous  tax-shel- 
tered advantages. 

And — let  us  repeat  once  again — all  completely 
protected  by  United  States  Government  Insuring 
Agencies!  With  no  service  charges — no  minimum 
balances — no  legal  technicalities!  Ready  to  go  to 
work  right  now  for  the  investor  with  $500 — or 
$500,000! 

Prove  Every  Penny  Of  It  Yourself- 
EntirelyAtOurRisk! 

The  top  money  men  in  this  country — the  very 
banks  themselves  —  use  these  techniques!  Why 
shouldn't  you?  All  you  risk  to  learn  them  allisan 
8(  stamp  with  the  Coupon  below!  Why  not  send 
it  in — and  start  your  savings  earning  double  and 
triple  interest— 8%  to  13'/2%  or  more— TODAY! 

25  W.  Merrick  Rd.,  Depl.  BDA-5,  Freeport,  N.Y.  11520 


BUY  WITH  CONFIDENCE— 
30-OAY  MONEY-BACK  GUARANTEE 


Jay  Norris  Corp.,  25  W.  Merrick  Rd. 
Depl.  BDA-5,  .  Freeport,  N.Y.  11520 

Please    rush    me:    (quantity) 

copv(iet)of  DON'T  BANK  ON  IT.  I 
understand  the  book  is  mine  for 
$8.98  complete.  In  addition,  I  un- 
derstand that  I  may  examine  fhii 
book  for  a  full  30  days  entirely  at 
your  risk.  If  at  the  end  of  that  lime, 
I  am  not  satisfied,  I  will  simply  re- 
turn the  book  to  you  for  every  cent 
of  my  money  bock. 
n  SAVEI  Order  TWO  for  $16.00  com- 
plete.  Makes  an   Ideal   gifti 

Enclosed   Is    D    check   or    D    money 

order   for   totol   of    $ 

New   York   residents   odd    soles   lax. 

Name  (print) 

Address 


City 

Slofe_ 
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For  diversification  and  growth, 
we've  just  added 
another  vital  mineral  to 

MINERALS  CORPORATION 

One  of  the  Nation's  Largest  Producers  of  Zinc  and  Lead 


Sfjoe  Acquiring  CanDel  Oil,  Ltd 

..NEW   VORK-WK»„   c.     .  '  ' 


^'i'-^ 


NEW   YORK       wu 

Pany.  it  .sn-t  kidd.ng      °'^^'^'"^- 
paiiy  nas  just  announced  an 

John  C    Duncan    Sf    i^ 

a-.j^.  ,i:s;fs^-ed., 

'^-corpora.oncntVeV  ■„",:; 


acquis.t.on.  exploration  and  devel 

Yukon        '  ^^""°^'-  and  the 

offices  0'^?^'!^"""^'^^"'^ 

ment  and  tha    hir^  ^'"  «"^^^"- 

advised  ,h.  o.  '^O'^Pany  had 

uvised  the  government  of  ,ts  in 

"er  Of  the  shares  to  the  r-.n:.H 
Pubhc.  CanDel  -  wh,;h?ep:n:d" 
net  income  of  $3.199  000  T 

cashflowofS6.275.o2oml9"7'-! 
','  **"  ""Portant  step  in  St  Joe's 
d'vers.ficat,on  program  and  g.Ve 
"  a  firm  pos.t.on  in  the  growm„ 
energy  field  in  Canada.  * 


■J-«41 


If  you'd  like  to  know  more  about  us, 

write  for  a  copy  of  our  latest  guar-  ., ... 

terly  and  annual  reports. 

ST  JOE  MINERALS  CORPORATION   250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  986-7474 


"No,  no,  no,  MissQucrtzbinder! 

When  I  said  get  me  the  dough  boys, 

ImeantTalcott." 


Short  of  working  capital?  Don't  make  a  mistake 
—send  for  Talcott.  Because  Taic^ptt  business 
financing  is  one  of  today's  most  versatile 
money-producing  tools.  It's  cash  support- 
flexible  and  when  you  need  it.  Or  new  equip- 
ment and  inventory.  Or  a  modernized  plant.  Or 
increased  sales  volume.  Or  product  research. 
Or  acquisitions  and  mergers.  In  short,  if 
there's  any  obstacle  holding  back  your  growing 
company's  progress— Talcott  business 
financing  can  help  remove  it. 

If  you  have  an  idea  that  Talcott  business 
financing  is  difficult  to  obtain— or  overly 


expensive— forget  it.  Our  loan  specialists  can 
fashion  a  borrowing  base  from  any  number 
of  corporate  ingredients  to  form  a  unique 
collateral  package.  And  they'll  show  you  how 
the  bottom-line  cost  of  business  financing 
compares  favorably  with  other  types  of  loans. 

For  more  information  on  the  ways  Talcott 
can  help  your  company  realize  its  full  growth 
potential,  send  for  a  copy  of  our  booklet. 

Then  send  for  the  dough  boys. 

Talcott  is  whatever  a  growing  company 
needs  capital  for. . .  That's  what  Talcott  is. 


wlalcott 


TALCOTT  BUSINESS  FINANCE  •  Division  of  James  Talcott.  Inc.  •  Founded  1854 
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rhe  power  of  concentration. 


When  you  concentrate  on  some- 
thing  you're  good  at,  you  have 
the  potential  of  developing 
powerful  improvements  in  the 
products  you  make. 

Take  color  TV. 

RCA  pioneered  color  television. 
And  since  1 954,  when  we  put 
ourfirstcolor  sets  on  the  market, 
we've  concentrated  on  making 
our  sets  iDetter-performing, 
longer-lasting  and  easier  to 
service. 

And  we've  come  a  long  way  in 
doing  that.  And  a  lot  of  our 
improvements  resulted  from 
our  being  able  to  design 
concentration— physically— 
into  electronic  components. 

For  instance,  in  every  one  of 
RCA's  1 00%  sol  id-state  XL- 1 00 
color  sets,  there  are  twelve 
plug-in  AccuCircuit  modules. 
Combined,  these  circuits  per- 
form 85%  of  all  color-reception 
functions. 

And  each  module  is  designed  to 
concentrate  on  separate  elec- 
tronic operations.  Which  means 
that  if  something  goes  wrong, 
diagnosis  of  the  problem  is 
usually  quick  and  simple  and 
more  sets  can  be  repaired  in 
the  home  instead  of  the  shop. 

But  that's  just  one  improvement 
out  of  many.  RCA  is  concen- 
trating on  developing  even  more 
advanced  components  for  the 
color  TV  of  the  future. 

At  RCA,  we're  concentrating  on 
many  areas  of  opportunity. 
Like  consumer  electronics,  con- 
sumer services,  entertainment 
and,  of  course,  communications 
technology  Areas  in  which 
RCA  has  an  active  role  today 
and  will  seek  an  even  greater 
role  tomorrow. 
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Side  Lines 


Do  You  Read  Us,  Chairman  Mao? 

Yes,  it's  a  fake,  the  picture— or,  rather,  the  photocomposing  job. 
It  ran  recently  in  The  Hartford  Times  as  a  fanciful  way  of  illustrat- 
ing an  extremely  well-done  article  on  trading  with  Red  China.  A 
point  of  the  story  was  that  the  Chinese  Communists  are  deeply  in- 
terested in  the  workings  of  our  free  enterprise  system;  hence  Mao 
and  Forbes— symbolically,  of  course,  not  literally. 

We're  delighted  that  The  Hartford  Times  picked  Forbes  rather 
than  some  other  magazine  or  book  to  symbolize  U.S.  capitalism.  For 
years    now   we've   been   calling   ourselves    the   Capitahst   Tool.    It's 

clear  from  happenings  like  this  that  more 
and  more  influential  people  (like  the  editors 
of  The  Hartford  Times)  recognize  that  we 
are  indeed  a  prime  tool  for  capitalists. 

Speaking  of  China,  our  readers  were  not 
surprised  at  an  article  that  was  front-page 
last  month  in  the  newspapers  throughout 
the  U.S.  It  told  about  Boeing  getting  export 
licenses  to  sell  airplanes  and  parts  to  Red 
China.  We  were  pleased  because  just  ten 
months  earlier  we  had  predicted  in  a  lead 
article:  "Communist  China  wants  huge 
numbers  of  American  commercial  transport 
airplanes.  A  sizable  number  now,  more 
later."  Although  the  article  was  fairly  widely 
reprinted,  a  good  many  Americans  were 
skeptical  about  it.  But  Staff  Writer  Jim 
Srodes  in  our  Washington  bureau  had 
checked  the  story  out  and  was  convinced 
it  would  happen.  So,  we  stuck  our  necks 
out  and  our  readers  got  early  warning  on 
an  important  business  development. 

In   a   way,    that's   our   business— sticking 
our  neck  out.  We  do  it  several  times  in  this 
current   issue.    For   example,   on   page   29, 
Senior  Editor  James  Cook  predicts  that  the  U.S. -based  aluminum  in- 
dustry may  be  one  of  the  first  victims  of  the  national  energy  crisis. 

In  our  cover  story  {p.  73)  we  look  at  the  mutual  fund  industry's 
redemption  problem  and  come  to  a  conclusion:  As  long  as  interest 
rates  remain  high,  the  mutual  fund  industry  will  have  trouble  re- 
suming its  growth. 

On  page  40,  Staff  Writer  Robert  Nash  predicts  that  fate,  not  de- 
sign, has  put  Xerox  on  a  collision  course  with  International  Busi- 
ness Machines  Corp.;  that,  before  the  decade  is  out,  the  two  will  be 
competing  across  wide  portions  of  the  information  processing  business. 
We  possess,  of  course,  no  ability  to  foresee  the  futme.  From  time 
to  time  our  predictions  will  turn  out  to  be  overdrawn,  even  wrong. 
But  they'll  always  be  based  on  careful  judgment  and  an  honest 
weighing  of  the  facts  and  figures.  It's  an  inflexible  editorial  rule  at 
Forbes  that  every  article  must  have  a  point,  come  to  a  conclusion  or 
draw  a  lesson.  We're  not  just  compiling  facts  or  reporting  the  news. 

Perhaps  more  than  anything  else,  this  willingness  to  stick  our 
neck  out  is  what  makes  us  a  Capitalist  Tool.  If  he's  so  interested 
in  how  U.S.  capitalism  works,  maybe  Chairman  Mao  should  be 
reading  Forbes.  ■ 
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When  A&P 

wanted  to  register 

quicker  sales  in 

flie  Southeast, 

guess  who  they 

called? 


A&R  the  nation's  larg 
est  food  store  chain, 
wanted  to  reduce  their 
cash  float  time.  So  they 
called  C&S— the  largest 
bank  in  Georgia,  head- 
quartered in  Atlanta, 
the  transportation  and 
commercial  hub  of  the  Southeast. 

C&S,  working  with  National  Data  Cor 
poration  and  A&P,  designed  a  concentra 
tion  account  to  help  register  quicker  cash 
deposits. 

Now  daily  deposits  are  originated  by 


C&S  for  credit  im- 
mediately to  the 
A&P  account— giving 
notification  of  the  total 
funds  available  to  the 
A&P  that  same  day 
What  C&S  did  for 
the  A&P  we  can  do  for 
your  company:  help  you  structure  a  special 
program  tailored  to  your  cash  mobilization 
needs . .  .wherever,  whatever  they  are. 

But  talk  is  cheap.  Call  us  and  we'll  show 
what  we  can  do  for  you. 

Call  Kirk  Lynn  (404)  588-2253. 


c»s 


The  Citizens  and  Southern  Banks  in  Georgia 


Member  FDIC 
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We're  not  here  for  a  vacation. 
We^re  here  to  help  dean  up  America's  air. 


The  island  of  Trinidad  is 
a  Caribbean  paradise  to 
many.  But  to  Texaco  it's  the 
place  to  do  an  important  job. 


There,  as  part  of  our  increased  quantities  of  the 

huge  refinery,  we're  building    cleaner-burning  fuel  re- 


a  new  plant  of  advanced 
design. 

Its  purpose— to  remove 
even  more  sulphur  from 
fuel  oil  before  it's  delivered 
to  American  industry. 

When  this  plant  is  com- 
pleted, Texaco  can  provide 


quired  to  protect  our  urban 
environment. 

And  the  people  who  live 
in  it. 


We're  working  to  keep  yotir  trust.  [TEXACO 


Television 
lias  to  be  watehed. 


Little  doubt  remains  that  television  has  become  an 
important  social,  economic  and  political  force.  Sometimes  for 
the  better,  sometimes  for  the  worse. 

Our  business  is  digging  into  and  reporting  on  the  way 
television  helps  to  shape  our  life  and  times.  When  praise  is  called 
for,  we  give  it  generously. 

But  we're  just  as  ready  to  criticize,  to  warn,  to  question. 

This  kind  of  involvement  has  earned  us  35.8  million 
adult  readers.  People  who  consider  the  implications  of  television 
to  be  essential  reading  every  week. 

More  and  more  advertisers  are  recognizing  our  unique 
editorial  product  and  the  audience  it  attracts.  Which 
is  why  so  far  this  year  we've  carried  more  ad  pages 
than  Life,  Digest  or  any  w^omen's  book. 

We  watch  television  for  people  who  think 
there's  more  to  television  than  meets  the  eye. 


TV 

GUIDE 


TRIANOU  PUBLIC»TIONS,INC. 


Sell  with  the  one  that's  selling. 


Sources:  Simmons,  PIB. 
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We  took  a  violent,  man-bruising  sport 
and  made  it  child's  play. 


Hockey  can  be  rough.  It  takes 
stamina  and  discipline.  It's  no 
sport  for  children  without  proper 
training  and  equipment. 

It  wasn't,  that  is,  until  one  of 
our  companies,  Cosom  Corpora- 
tion, invented  Safe-T-Play® 
Hockey,  a  game  for  children  that's 
as  exciting  as  the  real  thing  to 
them. 

Thrills  without  spills 

The  sticks  and  pucks  are  made 
of  light,  flexible  plastic,  so  in- 
jury is  unlikely. 

In  fact,  in  Battle  Creek,  Michi- 
gan, where  the  first  Safe-T-Play 
league  was  organized,  43  teams 
played  an  entire  season 
without  one  injury  requiring 


medical  attention. 

Safe-T-Play  Hockey  can  even  be 
enjoyed  by  the  physically  handi- 
capped in  wheelchairs  or  on 
mobile  stretchers. 

A  new  kind  of  school  lunch 

Another  of  our  companies, 
Morton  Frozen  Foods,  has  intro- 
duced a  new  kind  of  handy, 
hot  lunch  for  school  children. 
There  are  five  basic  20-day  menus. 

These  lunches  are  served  in 
their  own  containers  so  there's  no 
need  for  dishes,  or  dishwashing. 

Two  people  can  serve  1,000 
children.  All  that's  needed  is  a 
fast-heat  oven,  freezer,  refrigera- 
tor, milk  cooler  and  lunchroom 
furniture. 


So  far,  over  50  schools  on  the 
East  Coast  are  using  Morton's 
lunch  program.  The  price  per 
lunch  ?  Less  than  fifty  cents. 

A  satisfying  business 

Some  ways  of  doing  business 
are  more  satisfying  than  others. 
And  for  us  one  of  them  is  helping 
children  get  the  exercise  and 
nutrition  that  will  help  them  be- 
come healthy,  adult  Americans. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 
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SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


Forget  costly  contractors  with  their  haz- 
ardous hot  tar  kettles,  mops,  and  gravel. 
Let  us  show  you  the  modern,  safe,  money- 
saving  Randustrial®  Roof  Spray  System. 
Three  of  your  own  plant  laborers  t?an  ex- 
pertly restore  up  to  35,000  sq,  ft.  in  one 
day.  Simply  patch  damaged  spots  with 
glass  fabric,  then  spray  coat  the  entire  roof. 
Request  a  free  consultation  with  a 
Randustrial®  Roofing  Engineer  and  an  op- 
portunity to  view  our  4-minute  color  movie, 
"Spray  Process  Saves  Old  Roofs."  FREE 
48-page  Catalog. 

Randustrial^  Corporation 

formerly  Ranco  Industrial  Products  Corporation 

13306  Union  Ave./Cleveland,  Ohio  44120 

(216)283-0300 


ecutive 
dei)tial 
ans 

$1500to$8500 

• 
A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 


® 


Industrial  Credit  Plan,  lnc» 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 
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Trends 

&  Tangents 


WASHINGTON 


Securifies  & 

Environment  Commission? 

Another  chapter  in  the  debate 
over  how  much  information  should 
be  disclosed  to  the  public  about 
corporate  affairs  will  unfold  in  a 
U.S.  Appeals  Court  in  September. 
A  public-interest  law  fiiTn  in  Wash- 
ington has  filed  suit  to  force  the 
Securities  &  Exchange  Commission 
to  require  companies  to  report  on 
the  impact  of  new  corporate  activ- 
ities on  the  environment.  The  suit 
claims  that  the  Environmental  Pro- 
tection Act  of  1971  requires  "en- 
vironmental impact  statements" 
from  federal  agencies  in  their  re- 
lations with  private  industry,  and 
argues  that  the  SEC  is  just  another 
agency  and  should  follow  suit. 
SEC  officials  argued  they  shouldn't, 
and  the  suit  followed. 


BUSINESS 


One-Hand  Clapping 

California  continues  to  turn  large 
sections  of  the  state  into  freeways— 
but  it  seems  to  have  stopped  cele- 
brating the  fact.  Said  the  dedica- 
tory speaker  at  the  opening  of  yet 
another  stretch  of  freeway  near  Los 
Angeles:  "We  did  not  want  it.  We 
did  not  need  it.  We  begged  and 
bargained.  But  we  got  it  anyway." 
Another  official  at  the  ceremony 
described  the  new  roadway  as  "the 
most  ridiculous  waste  of  public 
funds  in  the  nation."  Signs  in  the 
crowd  read:  "Hiss!  Hiss!" 

Antique  Mobile  Home 

How  long  gone  is  the  heyday  of 
railroading  is  suggested  by  the  re- 
cent wistful  ad  oflFering  for  sale  the 
private  railroad  car  once  used  by 
the  president  of  Western  Union. 
Air-conditioned,  with  four  rooms 
and  baths,  it  was  priced  at  $29,000. 

Good  Buy 

It  took  some  nerve  for  Sperry 
Rand's  Univac  division  to  agree 
late  last  year  to  pay  RCA  $70.5 
million  cash,  plus  an  additional 
$50  million  to  $60  million  over  five 
years,  for  RCA's  computer  custo- 
mers orphaned  by  its  decision  to 
quit  the  business.  Whether  it  would 


pay  off  depended  on  Univac's  abili- 
ty to  keep  those  former  RCA  cus- 
tomers with  $1  billion  worth  of 
computers.  Univac  figured  privately 
that  it  would  break  even  if  it  could 
keep  half  of  those  former  custom- 
ers. But  with  over  half  the  first 
year  gone,  Univac,  it  now  seems, 
may  be  able  to  keep  over  80%. 

Piggyback  Picks  Up 

After  a  two-year  decline,  piggy- 
backing is  making  such  a  come- 
back on  U.S.  railroads  that  it  may 
well  suipass  the  old  record  set  in 
1969.  Shipments  of  containers  by 
rail  were  up  11%  during  the  first 
half  of  1972,  and  the  gains  have 
been  greater  as  the  year  wore  on. 

Rdise  High  Your  Tin 

If  you  think  that  mixing  drinks 
is  a  dying  art,  you're  probably 
right.  There's  a  prepared  mix  for 
almost  any  major  drink,  and  sales 
are  skyrocketing.  For  example,  look 
at  Mr  and  Mrs  "T",  the  Bloody 
Mary  mix  made  by  the  James  Beam 
subsidiary  of  American  Brands.  In 
1967  Mr  and  Mrs  "T"  sold  about 
90,000  cases;  this  year  it  expects 
to  sell  800,000  cases;  and  in  1976 
it's  aiming  for  2.5  milHon.  The  bulk 
of  these  sales  goes  to  bars,  hotels 
and  airlines,  not  to  consumers.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue. 
NewYork,N.Y.  10011 
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MAILING  U5EL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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Learn  how  microfilm 
can  help.  Send 
^  for  tiiis  free  booidet. 


Tliere  are  many  ways  that  microfilm 
can  be  used  to  help  you  handle  your  business 
records  more  efficiently.  It  can  give  you 
greater  file  security,  taster  retrieval,  enor- 
mous space  savings,  lower  costs.  In  short, 
it  makes  information  handling  and  distribu- 
tion a  breeze. 

To  n*iake  it  easy  for  you  to  learn  how 
microfilm  can  serve  you,  we've  prepared  a 
fascinating  booklet  entitled,  "The  Man- 
agement of  Information."  It's  yours  free. 
Just  mail  the  coupon. 


I'd  like  to  know  more  about  microfilm.  Please  send  me 
your  free  booklet,  'The  Management  of  Information." 


Name. 


Position- 


Organization. 

Address 

City 


-State- 


.Zip_ 


Eastman  Kodak  Company 
Business  Systems  Markets  Division 
Dept.DP720,  Rochester,  N.Y.  14650 

For  better  information  management 

Kodak  Microfilm  Products 


Even  if  your  company 

is  already  exporting, 

some  of  these  facts  may  surprise  you. 


7  surprising  facts  about  exporting 

1 :  Small  businesses  are  big  in  export.  3  out  of  5  United  States  exporters  have 
fewer  than  100  employees. 

2:  Exports  keep  3  million  Americans  >vorking.  Every  $15,000  of  exports 
equals  1  job. 

3:  Taxes  can  now  be  deferred  on  50%  of  export  profits. 

4:  United  States  exports  are  a  $43  billion-a-year  business,  and  growing  11% 
each  year. 

5:  Export  sales  of  durable  goods  increased  17%  during  1970  while  domestic 
sales  of  the  same  goods  decUned  3%. 

6:  96%  of  all  American  firms  sell  only  in  the  United  States. 

7:  Booth  space  at  a  Commerce  Department  Trade  Center  can  cost  as  little  as  $400. 


A  major  California  wine  producer  has  demonstrated 
that  it's  possible  to  market  American  wines  in  France.  Sur- 
prised? Read  on. 

You're  probably  aware  of  the  effect  of  the  new  cur- 
rency realignments  on  selling  overseas.  Your  goods  are  now 
priced  more  competitively  in  world  markets. 

But  are  you  aware  that  you  need  pay  no  tax  on  one- 
half  of  your  export  profits?  Recent  tax  legislation  permits 
companies  engaged  in  export  trade  to  set  up  a  Domestic 
International  Sales  Corporation  (DISC)  and  thereby  defer 
Taxes  on  50%  of  their  export  income. 

Exports—  growth  market  of  the  year. 

Export  sales  help  smooth  our  domestic  cycles.  Last 
year  exporters  discovered  that  many  of  their  off-shore 
markets  were  recession  -  proof.  During  1970,  domestic  sales 
of  durable  goods  shrank.  But  export  sales  of  those  same 
goods  increased  by  17%.  Exports  proved  to  be  the  growth 
market  of  the  year  And  they  contmue  to  grow  at  an  average 
of  11%  a  year  — about  one-third  faster  than  the  growth  o{ 
all  U.S.  industry. 


You  don't  have  to  be  big  to  be 
profitable  in  exporting. 

If  your  firm  has  less  than  100  employees,  you  should 
know  that  the  majority  of  other  exporters  are  about  your 
size.  More  than  three  out  of  five,  as  a  matter  of  fact.  A 
manufacturing  firm  in  Minnesota,  with  only  26  employee's, 
is  a  case  in  point.  Five  years  ago,  they  weren't  even  in  ex- 
port. Now  it's  25%  of  their  business.  And  the  extra  volume 
helps  them  get  longer  production  runs  with  lower  unit 
costs.  Often,  the  added  volume  is  without  added  capital 
investment. 

A  helping  hand  for  U.S.  exporters. 

Take  advantage  of  all  the  services  available  to  you 
from  the  U.S.  Department  of  Commerce.  The  Dcparmicnt 
and  its  42  Field  Offices  can  help  you  pinpoint  the  likeliest 
markets,  by  providing  you  with  the  research,  marketing 
data  and  trade  statistics  you  need.  They  can  also  help  you 
expand  into  new  markets.  Like  the  Mississippi  pump 
manufacturer  who  was  selling  successfully  in  Europe  After 
Commerce  specialists  came  up  with  a  report  on  marketing 
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in  Japan,  he  developed  even  bigger  sales  there  than  in 
Europe.  He's  not  alone.  Of  the  firms  using  Commerce 
services,  60%  have  increased  export  sales. 

Expanding  your  distribution. 

The  Commerce  Department  has  ready  access  to 
135,000  overseas  distributors  and  manufacturers'  agents 
who  want  to  represent  American  firms.  You  can  choose  a 
distributor  from  existing  lists,  or,  for  a  nominal  fee,  the 
Department  will  find  a  special  agent  to  handle  your  specific 
products. 

In  addition,  as  1,800  American  businessmen  have 
done  in  the  past  five  years,  you  can  join  a  Trade  Mission 
and  travel  overseas  with  the  Mission  to  make  commercial 
contacts.  If  you  prefer  to  go  it  alone,  the  Department  will 
arrange  on-the-spot  help  from  any  of  the  468  commercial 
and  economic  officers  attached  to  our  152  Embassies  and 
Consulates. 

Showing  your  wares. 

Another  example  of  the  services  a\iailable  to  you  is 
our  operation  of  nine  permanent  overseas  Trade  Centers 
in  Europe,  Asia,  Australia  and  Latin  America.  At  Trade 
Centers,  American  manufacturers  show  their  goods  to  au- 
diences representing  up  to  80%  of  the  purchasing  power 
in  these  markets.  Last  year.  Trade  Centers  produced  $209,- 
000,000  in  sales  for  U.S.  firms. 

Or,  you  can  participate  in  International  Trade  Fairs. 
The  cost  can  be  as  low  as  $850  for  space.  The  rewards  can 
be  high  — $127,000,000  in  immediate  sales  for  these  U.S. 
exhibitors  last  year. 

The  Commerce  Department  provides  booth  design 
and  construction  at  Trade  Centers  and  Fairs,  as  well  as 
advance  promotion  and  personal  calls  on  promising  cus- 
tomers to  ensure  their  attendance. 

Exports  mean  diversification  for  your  company. 

96%  of  all  American  firms  sell  only  in  this  country. 
Ridiculous!  For  most,  the  cost  of  constantly  changing  prod- 
uct lines,  with  all  the  attendant  start-up  and  marketing 
expenses,  is  greater  than  learning  to  export  exisdng 
products.  Exporting  adds  years  to  many  a  product  line. 
Take  the  case  of  a  Texas  manufacturer  of  car  and  truck  air 
conditioners.  The  domestic  market  was  levelling  off  as 
more  cars  and  trucks  were  sold  with  air  conditioning  as 
original  equipment.  The  Texas  firm  "diversified"  by  ex- 


porting its  existing  products  to  Japanese  car  manufacturers 
—  with  great  success. 

About  financing,  insurance  and  taxes. 

The  United  States  Government  helps  finance  Ameri- 
ca's exports.  The  Export-Import  Bank  of  the  United 
States  (Eximbank)  offers  direct  loans  for  large  projects  and 
equipment  sales  which  require  long  term  financing.  It  also 
cooperates  with  commercial  banks  in  providing  credit  to 
overseas  buyers  of  U.S.  exports.  Exim  provides  guarantees 
to  commercial  banks  who  in  turn  finance  export  sales.  And 
now,  by  creating  a  Domestic  International  Sales  Corpora- 
tion (DISC),  you  can  defer  Federal  income  taxes  on  one- 
half  of  your  export  profits,  so  long  as  those  profits  are  used 
to  increase  further  exports. 

The  time  is  now. 

If  you're  already  exporting,  it's  time  you  broadened 
your  overseas  markets. 

If  you're  not  in  exporting,  it's  time  you  got  started. 

There's  no  great  mystery  —  and  a  lot  less  red  tape  than 
you  think. 

The  Department  of  Commerce  will  show  you  how  to 
get  started.  Exports  mean  profits.  Find  out  for  yourself. 

Send  the  coupon  below. 
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UNITED   STATES   DEPARTMENT  OF  COMMERCE 
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BUREAU     OF      INTERNATIONAL     COMMERCE 


Me  Andrew  E.  Gibson 
Assistant  Secretary 
U.S.  Depanment  of  Commerce 
Washington,  D.C.  20.'30 

D  Please  send  me  your  Introductory 
Guide  to  Exponing. 
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MY  PRODUCTS  ARE 
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Indiana 

somewhere  be- 
tween Ne^v^brk 

and  California. 


Ask   somebody    your  plant  to  Indiana,  the 
about  Indiana  and  he'll  prob-    only  thing  you're  risking  is 


ably  say,  ''Indiana,  oh  yeah 
.  .  .  that's 
somewhere 
between 
New  York 
and  Cali- 
fornia." 
And  that's 
a  lot  closer 
to  the  truth 
than  he  real- 
izes. We  have 
the  theatre,  the 
opera,  the  sym- 
phony, and  the 
art  museums  you'll 
find  in  New  York. 
We  even  have  the 
beaches,  the  parks,  the 
fun  and  the  sunshine  you'll 
find  in  California. 

Our  loss  is 
our  gain. 

There  are  some 


your   inhibition.   You   can 

stretch  your  legs  without 

stepping  on  someone 

g^^  else's  toes.  We've  got  sites 

all  over 
Indiana 
where  you 
can  build 
your  plant. 
And  you 
won't  go 
bank- 
rupt 
doing  it.  Industry 
is  booming  in 
Indiana.  The 
^  industry  we 

/    have  here  grows 
here,  because 
the  way  we  live 
keeps  our  people  happy. 
That   means   they'll   work 
harder  and  produce  more. 
And  being  within  24  hours 


things  we  don't  have.  The  of  80  of  the  top  100  markets 

trip  to  and  from  work  isn't  doesn't  hurt  either,  does  it? 

ninety  minutes  jammed  in  a  Have  we 

hot   commuter   train.   The  moved  you? 

park  near  ycj,  any  park,  Well,  hardly  just 

isn't  a  hangout  for  muggers,  yet.  But  we  hope  we've  en- 

And  there's  nothing  extra  in  couraged  you  to  find  out  a 

the  air  in  Indiana  like  par-  little   more   about    Indiana, 

tides  of  choking  pollution.  We  have  a  lot  of  good  reasons 

You  might  say,  living  in  In-  why    being    somewhere    be- 

diana  gives  us  breathing  tween  New  York  and  Cali- 


room. 

Coming  to 
Indiana  isn't  a  trip  to 
the  poorhouse. 

When  you  move 


BEI 


fornia  is  an  advantage.  We 
don't  have  a  lot  of  reasons 
why  it  isn't.  Write  today. 

Indiana  Department  of  Commerce 
Lt.  Gov.  Richard  E.  Folz,  Director 
Room  3365,  State  House 
Indianapolis,  Indiana  46204 


Indiana 


•a  lot  more  than  you  expected 


READERS  SAY 
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Denenberg'%  Guide 

Sir:  Commissioner  Denenberg's  at- 
tempt to  aid  the  life  insurance  buyer  by 
comparing  various  companies'  policy  costs 
is  laudable  (  Forbes,  July  1 ) .  Unfor- 
tunately, he  treats  a  complex  problem 
with  an  approach  too  simple  to  be  really 
effective.  For  one  thing,  current  dividend 
pfojections  are  made  with  no  weight  at- 
tached to  how  these  companies  fared  in 
the  past.  Another  error  was  the  assump- 
tion that  the  policy  would  be  surrendered 
at  the  end  of  the  period  and  the  arbitrary 
choice  of  a  20-year  period.  This  assump- 
tion is  narrow  and  misleading. 

—Eugene  L.  Notkin 
Boston,  Mass. 

Sm:  The  information  in  your  article 
on  Denenberg  has  long  since  been  due 
the  public. 

—Jim  W.  Dunwody 
Gainesville,  Fla. 

Sir:  The  top-rank  Bankers  Life  Co. 
was  misnamed  in  the  article.  Certain 
stockholder-owned  companies  were  not 
properly  identified. 

—Charlie  Guy 

Life  Insurance  Consultants,  Inc. 

Tampa,  Fla. 

Bankers  Life  Co.  (Iowa)  was  mis- 
named in  the  text,  though  not  in  the  box. 
The  C^)  footnote  should  have  read: 
"Non-participating  policy— no  dividends, 
guaranteed  costs.  All  others  are  partici- 
pating [pay  dividends]."  The  footnote 
should  not  have  referred  to  the  owner- 
ship of  companies.  A  double  asterisk 
should  have  appeared  next  to  Republic 
National  Life  Ins.  Co.— Ed. 

Another  Abuse 

Sir:  Re  your  editorial  praising  the  Su- 
preme Court  decision  on  the  Amish  ( July 
1 ) .  Our  courts  have  for  years  protected 
children  from  physical  abuse  by  their 
parents.  Should  they  not  also  be  protect- 
ed from  metaphysical  abuse? 

— R.  D.  Bavnes 
East  Hartford,  Conn. 

An  Oldie  but  Goodie 

Sir:  Fiel  on  Forbes  {July  1)  for  quot- 
ing "a  cynic"  stating  that  the  Scudder 
man  does  social  work  among  the  rich.  It's 
an  oldie.  Oscar  Levant  said  it  about  Zsa 
Zsa  Gabor. 

—David  L.  Markstein 
New  Orleans,  La. 

Prophefic  Wisdom 

Sir:  My  predecessor  as  chairman  of 
Jersey  Standard,  Mike  Haider,  has  just 
sent  me  a  rather  prophetic  editorial  you 
published  almost  six  years  ago  {Fact  ir 
Comment,  Sept.  1,  1966)  in  wliich  you 
referred  to  our  gasoline  advertising  as  a 
"mumble  jumble  about  Humble  and 
{Continued  on  page  110) 
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Ifyoa 

have  to  wait  a  week  for 

business  news, 

maybe  it's  not  news 

anymore. 


The  way  the  business  world  is  moving 
these  days,  what  was  hot  news  last  week  may 
be  ancient  history  today. 

You've  got  to  make  your  business  deci- 
sions, or  your  business  recommendations,  on 
the  freshest  facts  you  can  get  your  hands  on. 
You  can't  wait,  because  your  company  can't 
wait,  and  your  competition  won't  wait. 

Thatt's  why  The  Wall  Street  Journal  is 
published  every  business  day.  That's  why  we 
print  The  Journal  in  nine  different  plants  in 
the  United  States.  TTiat's  why  we  rush  it  out  in 
trucks  and  in  planes.  So  you  get  The  Journal 
when  the.  facts  are  fresh.  So  the  news  is  new. 
So  you  can  act  on  it  now.  So  you  make  today's 
moves  with  today's  information. 

Every  day  in  The  Journal  you  get,  fresh, 
the  news  of  anything  happening  anywhere 


that  can  affect  you,  your  business,  your  job. 
Put  together  by  the  world's  largest  staff  of  busi- 
ness news  reporters. 

Start  getting  The  Journal  If  you  mail  in 
the  attached  card,  we'll  start  you  on  an  intro- 
ductory subscription— 75  issues  for  just  $10. 
If  you  prefer  a  year's  subscription  for  $35,  write 
that  on  the  card.  (If  the  card  is  missing,  write 
to  The  Wall  Street  Journal,  Dept.  2A415, 200 
Burnett  Road,  Chicopee,  Mass.  01021.)  It's  a 

great  way  to  catch   

up  with  today's        '^  ■  ^1 
business  world.  I    l|^^ 

Wall  Street 
Journal 

Prices  good  in  United  States  and  possessions  and  Canada. 


Our  new  subsidiary  in  Paris 

Manufacturers  Hanover  Banque  Nordique 

is  a  unique  entry  to  world  markets. 


Manufacturers  Hanover 
Trust  has  acquired  a  ma- 
jority interest  in  Banque 
Nordique  de  Commerce. 
A  French  bank,  it  imique- 
ly  combines  the  specific 
expertise  of  foiir  of  Scan- 
dinavia' s  strongest  banks 
and  the  worldwide  capa- 
bihty  of  a  $14  billion  U.S.  bank. 

This  latest  addition  to  MHT's  growing 
global  network  —  renamed  Manufacturers 
Hanover  Banque  Nordique  —  strengthens 
our  ability  to  serve  U.S.  multinational  com- 
panies operating  in  France,  as  well  as  major 
European  firms  conducting  business  on  an 
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international  scale. 

With  a  capital  base  of 
close  to  100  miUion  francs. 
Manufacturers  Hanover 
Banque  Nordique  be- 
comes the  largest  Amer- 
ican-controlled bank  in 
France  in  terms  of  capi- 
tal funds, 
strong  capital  base  enables  the 
bank  to  meet  the  financing  needs  of  corporate 
customers  at  attractive  competitive  rates. 
Manufacturers  Hanover  Banque  Nordique. 
There's  no  bank  quite  like  it  — on  either 
side  of  the  Atlantic. 
Vive  la  difference! 


This 


'strc 


MANUFACTURERS  HANOVER 


London  •  Frankfurt  •  Tokyo  •  Bangkok  •  Beirut  •  Bogota  •  Brussels  •  Buenos  Aires  •  Caracas 
Hong  Kong  •  Lima  •  Madrid  •  Manila  •  Mexico  City  •  New  York  •  Paris  •  Rome  •  Sao  Paulo  •  Sydney 


''With  all  thy  getting  g<st  understanding' 


Fact  and  Comment 


SKYJACKING 


Isn't  it  incredible  how  little  governments  are  doing  to 
end  this  nightmare? 

Particularly  om"  own. 

Imagine  our  Goveniment  sabotaging  as  best  it  could  the 
International  Airline  Pilots  one-day  strike  intended  to  force 
more  forceful  approaches  to  end  the  mess. 

The  International  Air  Transport  Association  meets  of- 
ten enough  when  there's  a  rate  war.  Why  can't  it  meet 
immediately  and  promptly  agree  that  no  airline  will  serve 


any  country  which  doesn't  return  within  24  hours  sky- 
jackers, their  boodle,  the  plane,  passengers  and  crew  to 
the  country  of  origin? 

Since  the  death  penalty  is  no  longer  possible,  real  life 
sentences  should  be  mandatory  for  skyjackers. 

I  hope  the  next  time  the  International  Airline  Pilots 
strike  is  soon  and  even  more  successful  and  longer— unless 
governments  and  their  airline  operators  get  cracking  on 
this  murderous  outrage. 


THERE'S   SOMETHING  TO  BE  SAID  FOR  BOTH 

Executives  in  their  30s  and  40s  are  valuable  because  Executives  in  their  50s  and  60s  are  valuable  because 

they're  eager  and  keen  and  aware  of  what  can,  should,  they're  more  relaxed  and  experienced  and  often  aware 

needs  to  be  done.  of  what  can't,  shouldn't,  needn't  be  done. 

STOCK  OBSERVATION 

People  who  buy  the  stock  of  advertising  agencies  going 
'  public  just  have  to  be  the  same  people  who  bet  on  Sure 

Things  at  horse  races. 

I  can  understand  the  wisdom  of  those  agency  sharehold- 
ers who  sell.  But  what's  with  those  who  buy? 


UNLIMITED  ZEAL— FOR  THE 

Now  please  don't  get  me  wrong— I  think  those  zealously 
spearheading  antipollution  efforts  and  cosmic  ecology 
concerns  contribute  much  to  the  enlightenment,  better- 
ment of  earth  and  us. 

However,  I  haven't  noticed  many  vehement  antipollu- 
tionists  bicycling  to  work  or  to  their  antipollution  rallies— 
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OTHER  GUY'S   REFORMATION 

which  seem  so  often  to  be  held  in  smoke-filled  rooms. 
I  guess  it's  easier  to  demand  the  elimination  of  the 
smoking  factory  chimney  and  the  other  guy's  job  than  to 
undergo  real,  personal  inconveniences— like  using  less 
real  gas  (nonverbal),  more  candles  and  less  light,  not 
turning  on  air-conditioners  and  using  stairs,  not  elevators. 
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HITTING 

Vacationers  usually  take  to  the  road  to  see  our  Land  and 
otliers'.  The  lure  to  travel  is  most  virulent  in  younger  years, 
when  the  pelf  to  pay  the  way  is  mostly  in  short  supply. 

In  this  connection  the  Canadian  government  is  doing 
a  beautiful  thing— encouraging  their  youth  to  travel  their 
vast  areas  by  making  it  affordable.  More  than  100,000 
young  men  and  women  this  year  will  hit  the  road,  their 
hitchhiking    encouraged    by    the    government    and    their 


THE  ROAD 

50-cent-a-night  hostel  lodging  subsidized  by  the  state. 

Why? 

Because  Canada  wants  to  Get  It  All  Together.  Its 
leaders  figure  this  is  one  great  way  to  get  its  diverse  peo- 
ple spread  over  such  a  huge  area  to  know  and  love  their 
country  and  each  other. 

One  somehow  doesn't  expect  such  foresight  and  insight 
from  governments. 


GONE  BUT  NOT 


Recently  I  attended  funer- 
al services  for  Alexander 
Schaffer,  a  friend  and  prob- 
ably the  world's  foremost  au- 
thority on  the  works  of  Carl 
Faberge.  He  was  a  percep- 
tive, twinkling,  wise  guide  in 
helping  to  build  the  Forbes 
magazine  collection  of  this 
great  artist. 


Rabbi  Sobel  of  New  York's 
Temple  Emanu-El,  during 
the  services  made  this  ob- 
servation: 

"You  never  lose  the  one 
you  love  as  long  as  you  con- 
tinue to  love  the  one  that  you 
have  lost." 

A  beautiful  if  bittersweet 
thought. 


THE  QUIET  ONES 


Don't  we  tend  to  think  a  quiet  one  is  a  wise  one? 

Whether  it  is  a  businessman  or  otherwise,  at  a  corporate 
round  table  or  a  19th  hole  rap,  the  ones  who  talk  the  most 
and  who  sometimes  say  something,  tend  to  pitch  their 
prose  to  the  quiet  ones.  The  premise  is  that  the  silent  one  is 
a  thinker,  or  at  least  a  listener  (rare  breed!). 

I  am  coming  to  think,  though,  that  more  often  than  not 
the  silent  one  is  so  because  he  has  nothing  to  say.  He 
really  doesn't  even  have  to  listen  so  long  as  he  looks  as 


though  he  is. 

1  am  sure  you  remember  in  school  days  the  nonpartici- 
pant  in  classroom  instruction  wasn't  rewarded  high  marks 
on  the  premise  that  he  knew  more.  He  scored  low  on  the 
premise  that  he  had  not  done  his  homework.  Very  prob- 
ably more  often  that  same  standard  should  be  applied  in 
executive  sessions. 

Silence  may  be  golden  in  exhaust  pipes,  but  not  neces- 
sarily in  high-priced  executives. 


THOUGHTS   OF  AN  EDITOR  ON  YET  ANOTHER   BIRTHDAY 


Time— Run  on  if  you  must 
but,  please  don't  run  out. 
Take  yours,  time. 


Or,  to  put  it  another  way, 

Stop  the  world. 

I  don't  want  to  get  off. 


Have  you  ever  noticed  how  many  people  long  and  harmo- 
niously married  get  to  look  quite  a  lot  alike?  The  next  time 


LOOK  ALIKES 

you  see  a  picture  of  a  couple  celebrating  their  fiftieth  wed- 
ding anniversary,  look  at  it  closely  and  you'll  see. 


A  TEST  THAT  WOULD  BE  TOO   TOUGH   FOR  THE  PROFESSIONALS 

A  dozen  University  of  Wisconsin  students  took  an  eco- 
nomics course  in  "Applied  Security  Analysis  and  Invest- 


ment   Management."    They    actually    invested,    managed 
$100,000  of  foundation-donated  funds. 
They  turned  up  with  a  profit  of  $18,850. 


To  pass  the  course  they  had  to  show  a  4%  profit. 
•    Forget  the  near- 19%  return  on   investment  that   these 
students    achieved.    How    many    advisers,    professionals, 
colleagues  do  you  and  I— including  thee  and  me— know  who 
could  even  have  passed  the  course? 


STUFF  OF  WHICH  DR  EAMS  ARE  MADE 

Isn't  dope— except  for  those  who  are. 


MIRRORS 

People  who  think  people  are  jerks  are. 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


INTRODUCING 


Often  comments  by  others  seed,  stimulate,  irritate, 
amuse  or  abuse  my  mind.  This  page  each  issue  will 
contain  a  few.  Which  verb  applies  to  what,  you  can 
decide.  >-. 


Here  we'll  also  carry  a  Fact  &  Comment  by  my  oldest 
son,  a  Forbes  reporter-researcher,  who  started  work  last 
year.  Through  sheer  ability  (spelled  i-n-h-e-r-i-t-a-n-c-e) 
he  may  one  day  take  my  place,  as  I  did  my  father's. 


REAL  MIAMI  WINNER 

The  real  winner  of  the  recent  Dem- 
ocratic convention  is  probably  not 
George  McGovern  and  his  determined 
band. 

It's  probably  Sen.  Edward  Kennedy. 

His  reception  the  night  he  intro- 
duced McGovern  to  the  convention 
was  overwhelming  from  the  new  pol- 
iticos  and  the  Old  Guard.  Having  re- 
sisted pleas  to  become  part  of  the 
Democratic  ticket  in  '68,  he  did  so 
again  at  Miami  in  1972.  If  McGov- 
ern loses— and  the  chances  are  that 
any  Democrat  would— Kennedy  wall  be 
in  the  forefront  in  1976.  And  face  a 
nonincumbent  Republican  as  well. 

What  Kennedy  displayed  in  this 
convention  is  the  all-important  thing 
in  politics— timing.  McGovern  dis- 
played it  too.  He  didn't  make  a  serious 
bid  in  '68.  McCarthy  did  and  lost.  But 
McGovern  changed  the  rules,  and 
with  impressive  organizational  sup- 
port from  nonorganizational  types, 
he  triumphed. 

This  convention  was  billed  as  a  re- 
formed convention  run  by  reformers. 
But,  ironically,  the  most  effective,  tire- 
less reformer  in  American  politics, 
and  the  most  humane  as  well,  was 
cast  in  Miami  as  the  reactionary  vil- 
lain, a  stale  one  at  that.  Sen.  Hum- 
phrey's timing  was  wrong.  Because 
he  became  Veep  under  LBJ,  his  impres- 
sive credentials  were  forgotten.  No 
matter  what  he  did  or  said,  Humphrey 
was  forever  scarred  by  the  LBJ  brand. 

While  Humphrey's  plight  was  iron- 
ic, sad  and  even  tragic.  Sen.  Muskie's 
was  almost  comical.  Though  battered 
and  burned  in  the  primaries,  Muskie 
came  to  this  convention  clutching  his 
bagful  of  votes,  in  the  hopes  of 
deadlocking  the  convention  and  get- 
ting the  prize  himself  or  at  least  en- 
hancing his  reputation  in  the  role  of 
peacemaker.  But  he  procrastinated 
too  long*  on  the  crucial  California 
question.  The  last  time  Muskie's  tactic 
worked  was  in  1920— with  Warren  G. 
Harding.  Whatever  prestige  Muslde 
had  left  before  Miami,  he  left  at  Miami. 

Aside  from  the  always  fascinating 
spectacle  of  politicos  jockeying  for 
power  and  publicity,  the  convention 
itself  was  not  a  bore.  At  what  past 
convention  could  abortion  advocates 
get  two-fifths  of  the  convention  on 
their  side  despite  the  disapproval  of 
all  major  candidates?  Or  an  avowed 
homosexual  seriously  push  a  "gay" 
platform   plank   on   the   "pragmatic" 


LOCO  OVER  LOGOS 


Logo  designed  for  Entertainment 
Industry  for  Peace  and  Freedom 
by  Don  Weller,  Norman  Collin, 
Dennis  Juett  and  Jim  Van  Noy. 

I  think  we  should  all  be  grateful  to 
Don  Weller  for  providing  this 
spoof  of  the  creamiest  piece  of  pie- 
in-the-sky  that  American  graphic 
arts  have  ever  sold  to  American 
business:  the  abstract  total-design 
logo.  Contrary  to  the  conventional 
wisdom,  these  abstract  logos,  which 
a  company  (Chase  Manhattan, 
Pan  Am,  Winston  Sprocket,  Kor- 
Ban  Chemical)  is  supposed  to  put 
on  everything  from  memo  pads  to 
the  side  of  its  50-story  building, 
make  absolutely  no  impact— con- 
scious or  unconscious— upon  its  cus- 
tomers or  the  general  public,  ex- 
cept insofar  as  they  create  a  feel- 
ing of  vagueness  or  confusion.  I'm 
talking  about  the  prevailing  mode 
of  abstract  logos.  Pictorial  logos  or 
written  logos  are  a  different  story. 
Random  House  (the  little  house), 
Alfred  Knopf  (the  borzoi  dog),  the 
old  Socony-Vacuum  flying  red 
horse,  or  the  written  logos  of  Coca- 
Cola  or  Hertz— they  stick  in  the 
mind  and  create  the  desired  effect 
of  instant  recognition  ("identity"). 
Abstract  logos  are  a  dead  loss  in 
that  respect,  and  yet  millions  con- 
tinue to  be  poured  into  the  design 


of  them.  Why?  Because  the  con- 
version to  a  total-design  abstract 
logo  format  somehow  makes  it  pos- 
sible for  the  head  of  the  corpora- 
tion to  tell  himself:  "I'm  modem, 
up-to-date,  with-it,  a  man  of  the  fu- 
ture. I've  streamlined  this  old  baby." 
Why  else  would  they  have  their 
companies  pour  $30,000,  $50,000, 
$100,000,  into  the  concoction  of 
symbols  that  any  student  at  Pratt 
could  and  would  gladly  give  him 
for  $125  plus  a  couple  of  lunches  at 
the  Trattoria,  or  even  the  Zum- 
Zum?  The  answer:  if  the  fee  doesn't 
run  into  five  figures,  he  doesn't  feel 
streamlined.  Logos  are  strictly  a 
vanity  industry,  and  all  who  enter 
the  field  should  be  merciless  cynics 
if  they  wish  to  guarantee  satisfac- 
tion. 

-Tom  Wolfe 
in  New  York  Magazine. 


grounds  that  with  20  million  gays  in 
America,  it  would  make  good  politi- 
cal sense  to  bid  for  the  support  of  so 
large  a  group?  Or  Wallaceites  push  a 
plank  condemning  gun  controls?  Or, 
most  ironical  in  view  of  1968,  the 
powerful  Mayor  of  Chicago  being 
booted  out  on  the  grounds  that  his 
delegation  didn't  have  enough  women 
or  blacks  or  under-30  people? 

The  McGovern  followers  themselves 
were  different  from  past  crusaders  for 
Goldwater  or  McCarthy.  Like  them, 
they  were  tough,  determined,  enthu- 
siastic. Unlike  them,  they  lacked  their 
intolerant  zealousness.  They  were  an 
amiable  and  happy  group  who  could 
talk  as  well  as  preach. 

All  of  this— the  new  rules,  the  new 
people,  the  new  attitudes— may  sim- 
ply be  a  new  humbug  replacing  the 
old.  But  it  was  refreshing. 

—M.S.  Forbes  Jr. 


On  the  Gap 

Onetime  oil-rich  Glenn  McCarthy, 
talking  on  ambitionless  youth  in  Dun's 
Review:  "Do  you  know  any  young 
men  today  who  are  interested  in  em- 
pire buildin?  What  graduatin'  class 
of  what  university  is  tumin'  'em  out 
today?  Ah  see  a  very  unhappy  situa- 
tion. ..." 

New  Twist 

Headline  in  Citibank's  article  about 
Great  Britain's  Floating  of  the  Pound: 
"Britannia  waives  the  rules." 

Movers  and  Shakers 

In  The  Peter  Principle  Raymond 
Hull  discussed  the  old  wheeze  about 
how  a  good  leader  should  first  have 
learned  to  be  a  good  follower:  "How 
can  the  ability  to  lead  depend  on  the 
ability  to  follow?  You  might  as  well 
say  that  the  ability  to  float  depends 
on  the  ability  to  sink." 
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Now  what  starts  fires,  stops  them. 

Phosphorus  used  to  seem  like  magic,  back 
in  Chemistry  I.  Expose  it  to  air  and  it  catches 
on  fire,  remember? 

Now  weVe  made  phosphorus  seem  like 
magic  again.  WeVe  turned  it  into  a  fire-retardant. 
It's  a  Monsanto  product  called  Phos-Chekf 
thaf  s  used  in  fighting  brush  and  forest  fires. 
Dropped  from  a  plane  or  copter,  it  produces  a 
I  barrier  that  puts  out  the  fire,  then  does  a  couple 
of  nearly  unbefievable  things. 

It  helps  keep  the  area  safe  fi'om  further  fire. 
It  fertilizes  the  ground  for  new  seedlings. 
Phos-Chek®  fire-retardant  is  just  one  of  the 
many  kinds  of  products  coming  from  the  new 
Monsanto  Company.  In  areas  as  diverse  as 
swine  genetics  and  electronics,  fashion  fibers  and  steel, 
environmental  engineering  and  plastic  packaging. 
Ideas  just  seem  to  catch  fire  at  Mnncanf  n* 

the  science 
company. 


FOR  MORE  INFORMATION 
ON  OUR  FIRE  RETARDANT  PRODUCTS 
WRITE  MP3  MONSANTO  COMPANY, 

SOON.  LINDBERGH  BLVD., 
ST  LOUIS.  MO.  63166 
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Another  Lost  Frontier? 

The  problems  of  the  aluminum  industry  run  deeper  than  the  now-fading  reces- 
sion. In  the  U.S.  it  has  Just  about  exhausted  its  reserves  of  low-cost  power. 


The  aluminum  industry  is  running 
scared.  It  won't  admit  so  publicly, 
but  it  is.  Its  problems  go  deeper  than 
price  controls,  pollution  and  price- 
cutting.  They  are  of  such  a  nature 
that  a  continued  industrial  pickup 
could  make  them  worse  not  better. 

Aluminum's  problem  is  that  it  uses 
too  much  power.  Barry  Commoner, 
author  of  The  Closing  Circle,  an  ex- 
tremist among  ecologists  but  an  in- 
fluential one,  has  demanded  that  Con- 
gress cut  back  aluminum  production 
by  law.  Congress  is  unlikely  to  do  any 
such  thing.  Economics,  however,  may 
go  a  long  way  toward  achieving  the 
same  results. 

Aluminum  is  the  largest  single  in- 
dustrial consumer  of  power  in  the 
U.S.  Look  at  it  this  way:  The  indus- 
try produces  only  about  one-half  of 
1%  of  the  gross  national  product, 
but  uses  4%  of  the  U.S.'  electric  pow- 
er output.  Last  year  it  took  the  indus- 
try 64  billion  kilowatt  hours  to  pro- 
duce just  under  4  million  tons  of  alu- 
minum worth  something  like  $5.3 
billion.  Hy  contrast,  the  steel  industry 
used  onFy  48  billion  kilowatt  hours  to 
produce  120  million  tons  of  steel  worth 
roughly  $20  billion. 

For  most  industries,  power  costs  are 
relatively  inconsequential,  about  2 
cents  on  the  sales  dollar,  according 
to  estimates  by  Gerard  C.  Gambs, 
Ford,  Bacon  &  Davis'  highly  respect- 
ed energy 'expert.  For  aluminum,  pow- 
er costs  run  as  high  as  10  cents  on 
every  sales  dollar— five  times  the  pro- 
portion for  industry  as  a  whole. 

If  there  is,  then,  going  to  be  a 
long-term  power  supply  problem  in 
the  U.S.,  the  domestic  aluminum  in- 


dustry is  in  trouble.  Understandably, 
industry  spokesmen  play  down  the 
prospect.  But  they  don't  deny  it  exists. 

"I  consider  it  a  serious  problem," 
says  Alcoa's  Chairman  John  D.  Har- 
per. "Anything  that  increases  our  costs 
is  serious,  and  we  are  spending  a  lot 
of  time  and  effort  to  counter  it.  But 
we  do  not  consider  it  a  catastrophe. 
It's  not  that  much  worse  in  aluminum 
than  it  is  in  anything  else." 

"Aluminum  can  get  all  the  power 
it  can  use— if  it  wants  to  pay  for  it," 
says  one  Alcan  executive. 

Keep  It  Cheap 

If  it  wants  to  pay  for  it— that  is  the 
rub.  The  whole  history  of  the  alu- 
minum industry  reflects  its  pursuit  of 
cheap  and  abundant  power:  in  the 
hydroelectric  resources  of  the  Pacific 
Northwest,  Tennessee  Valley  and  up- 
state New  York,  in  the  gas  fields  of  the 
Gulf  Coast  and,  finally,  in  the  coal 
fields  of  the  Ohio  Valley.  Go  where 
the  power  is,  put  it  under  the  longest- 
term  contracts  possible,  or  better,  ac- 
quire water  power,  coal  or  natural 
gas  and  generate  the  power  yourself. 

Self-generated  power  is  generally 
cheaper  than  comparably  purchased 
power.  Hydroelectric  power— still  the 
source  of  about  50%  of  the  industry's 
supply— is  cheaper  than  gas  (25%). 
Gas  is  cheaper  than  coal  (25%).  You 
see  the  effects  in  the  profit  margins. 
Alcoa  generates  50%  of  its  own  power, 
vs.  33%  for  Kaiser,  17%  for  Reynolds. 
And  50%  of  Alcoa's  power  is  hydro- 
electric, vs.  45%  for  Reynolds,  40% 
for  Kaiser.  Not  surprisingly,  Alcoa's 
operating  profit  margin  averages  17.4% 
compared  with  12.2%  for  Kaiser  and 


10.5%  for  Reynolds  Metals. 

As  U.S.  power  costs  began  to  get 
out  of  control  in  the  late  Sixties,  the 
aluminum  industry's  long-term  power 
contracts  only  partly  protected  it 
against  cost  increases.  There  were  es- 
calation clauses— to  reflect  higher  la- 
bor and  fuel  costs— and  inexorably  they 
went  into  effect.  Coal,  which  in  the 
Fifties  offered  aluminum  a  great  new 
source  of  relatively  low-cost  power, 
has  been  especially  vulnerable  to  the 
increase  in  costs,  and  producers  like 
Kaiser  and  Ormet  that  settled  in  the 
Ohio  Valley  in  expectation  of  paying 
4  mills  per  kilowatt  hour  (four-tenths 
of  1  cent)  now  find  themselves  paying 
closer  to  8  mills.  Natural  gas  supplies 
have  been  dwindling  so  rapidly  that 
prices  have  started  to  go  through  the 
roof.  Alcoa's  Harper  remembers  a  time 
in  the  Forties  when  Alcoa  could  buy 
gas  for  its  smelter  at  Point  Comfort, 
Tex.  for  3  cents  to  5  cents  per  thou- 
sand cubic  feet.  These  days,  new  gas 
in  Texas  costs  closer  to  60  cents. 

Depending  primarily  on  its  own 
gas  reserves,  AKoa's  Point  Comfort 
smelter  may  be  secure  for  at  least 
the  time  being,  but  not  Kaiser's  at 
Chelmette,  La.  Kaiser  buys  gas  from 
Texaco  under  a  contract  expiring  in 
1986.  The  catch  is  that  the  contract 
provides  for  partial  price  escalations 
to  reflect  certain  cost  factors  whose 
dimensions  Kaiser  executives  will  dis- 
cuss only  in  vague  terms.  "Our  natural 
gas  prices  are  under  good  control," 
says  Kaiser's  vice  president  and  trea- 
surer, William  Hobbs,  but  he  admits 
that  gas  is  now  too  costly  to  fuel  new 
smelters  built  in  the  U.S. 

Even  the  industry's  low-cost  hydro- 
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electric  power  resources  have  not  es- 
caped the  upward  pressure  on  rates. 
The  aluminum  industry  moved  into 
the  Tennessee  Valley  on  the  promise 
of  low-cost  power.  As  the  Tennessee 
Valley  Authority  turned  to  higher  cost 
thermal  power  (now  80%  of  the  sys- 
tem's output)  to  meet  the  needs  of 
its  territory,  those  costs  were  rolled 
into  its  rate  structure,  and  TVA's  rates 
—which  are  now  reviewed  quarterly— 
inevitably  began  to  rise. 

In  the  last  two  years,  in  fact,  the 
cost  of  the  power  the  aluminum  in- 
dustry gets  from  TVA  has  soared  from 
just  over  4  mills  per  kilowatt  hour  to 
just  over  6  mills,  and  with  nuclear 
power  plants  scheduled  to  come  onto 
the  system,  this  is  only  the  beginning. 
These  mills  add  up.  Since  it  takes 
roughly  8  kilowatt  hours  to  produce 
a  pound  of  aluminum,  this  increase 
can  add  up  to  as  much  as  1.6  cents 
for  every  pound  of  aluminum  pro- 
duced, a  sizable  amount  for  a  com- 
modity that's  been  selling  recently  at 
21  cents-22  cents  a  pound.  At  6  mills, 
TVA  power  now  looks  low  only  in 
comparison  with  what  consumers  are 
paying  in  places  like  the  Ohio  Valley 
where  even  Ohio  Power's  large  volume 
industrial  rate  is  now  7.1  mills.  Else- 
where, coal  or  nuclear-based  power 
is  likely  to  cost  a  probably  prohibitive 
9  mills  or  more. 

Similar  pressures  are  beginning  to 
develop  in  the  Northwest  where  pow- 
er is  still  available  to  the  aluminum 
industry  for  roughly  2  mills.  But  at  the 
federal  dams  in  that  area,  rising  costs 
may  prove  to  be  only  part  of  the 
problem.  With  the  first  real  power 
shortage  in  history  beginning  to  de- 
velop in  the  Northwest  and  with  resi- 
dential rates  beginning  to  rise  as  well, 
it's  an  open  question  whether  public 
sentiment  will  not  demand  that  the 
aluminum  industry,  which  after  all 
employs  relatively  few  people  and  so 
has  little  clout  at  the  polls,  pay  an 
increasing  share  of  the  burden. 

At  this  point,  as  the  competitive 
forces  reshape  themselves  in  the  U.S. 
market,  there  seems  to  be  one  clear 
winner  in  the  making:  Montreal's 
Alcan  Aluminium  Ltd.,  the  industry's 
great  international  producer.  Alcan's 
long-term  strategy  has  always  cen- 
tered around  its  ability  to  produce 
massive  quantities  of  low-cost  power 
from  its  two  great  hydroelectric  proj- 
ects at  Arvida  in  northern  Quebec  and 
Kitimat  in  the  mountains  of  British 
Columbia.  Though  Alcan's  power 
costs  have  averaged  less  than  2  mills 
per  kilowatt  hour,  Alcan  has  never 
been  quite  able  to  surmount  the  com- 
petitive disadvantage  posed  by  the 
U.S.  tariflF  on  aluminum  imports,  its 
remoteness  from  the  major  U.S.  mar- 
kets and  the  technological  superiority 
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of  some  of  the  big  U.S.  producers. 
But  all  that  may  be  changing.  "With 
the  passage  of  time,"  says  John  Hale, 
Alcan  executive  vice  president-finance 
and  treasurer,  "the  writing  oflF  of 
these  hydroelectric  facilities  on  the 
books  reduces  the  cost  of  power— 
which  should  be  around  1  mill  per 
kilowatt  hour  in  the  1980s.  Rising  fuel 
costs  and  ecological  problems  will 
give  an  important  competitive  advan- 
tage to  Alcan  in  the  years  ahead." 

But  what  of  the  U.S.  producers? 
Alcoa's  John  Harper  is  counting  on 
technology  to  continue  reducing  its 
per-pound  consumption  of  power. 
Over  the  last  30  years  it  has  dropped 
from  an  average  of  12  kilowatt  hours 
per  pound,  and  that  is  pretty  close  to 
the  six  kilowatt  hours  per  pound  in- 
dustry experts  say  is  the  absolute 
minimum— "the  natural  limit  imposed 
by  God,"  as  one  expert  puts  it.  But 
even  Harper  concedes  that  increasing 
eflBciency  will  only  help,  not  solve, 
the  problem.  And  as  far  as  nuclear 
power  is  concerned,  Alcoa  says  terse- 
ly: "Nuclear  costs  may  be  prohibitive 
[for  aluminum]." 

Will  all  this  begin  to  price  alumi- 
num out  of  some  of  its  markets  and 
out  of  some  of  its  growth?  The  an- 
swer is:  Probably  not.  Perfectly  true, 
aluminum's  long-term  success  has 
stemmed  in  large  part  from  its  ability 
to  price  its  way  into  markets  tradi- 
tionally dominated  by  other  materials 
—copper,  steel,  glass,  even  plastics.  So 
any  radical  long-term  price  increase 
could  afi^ect  both  aluminum's  mar- 
ket position  and  its  long-term  growth. 
But  the  fact  is  that  aluminum  is  an 
international  commodity,  and  its  price 
level— now  down  at  least  13%  from  29 
cents  a  pound  only  two  years  ago— is 
determined  primarily  by  conditions  in 
the  world  market.  The  U.S.  may  be 
running  short,  but  elsewhere  in  the 
world  there  is  still  plenty  of  low-cost 
power— low-cost  hydro  in  places  like 
Zaire,  Brazil  and  even  Egypt;  low- 
cost  natural  gas  in  oil  producing  coun- 
tries like  Libya,  Kuwait,  Saudi  Arabia. 
So  if  the  cost  of  power  in  the  U.S. 
goes  up,  the  pinch  is  likely  to  come  in 
the  U.S.  producers'  profit  margins,  not 
in  their  market  position. 

In  short,  there  is  a  good  chance 
that  the  future  expansion  of  the  in- 
dustry's smelter  capacity  will  come 
where  the  power  is— outside  the  U.S. 
The  U.S.  will  increasingly  become  an 
importing  nation  and  the  U.S.  econ- 


omy will  suflFer.  This  does  not  neces- 
sarily mean  the  big  U.S.  producers  are 
going  to  lose  out,  because  all  of  them 
have  transformed  themselves  into  in- 
ternational producers.  Kaiser,  for  in- 
stance, has  not  built  a  new  smelter 
in  the  U.S.  since  1957,  and  with 
2.6-mill  power  available  in  Ghana  and 
2-mill  power  in  New  Zealand,  over- 
seas expansion  can  clearly  be  quite 
attractive.  "The  lack  of  power,"  Kai- 
ser's Bill  Hobbs  says,  "the  expense  of 
power,  the  allocation  of  power  to  dif- 
ferent uses  is  probably  going  to  make 
it  damned  diflBcult  to  do  too  much 
aluminum  expansion  in  the  U.S." 

Political  considerations  and  the  de- 
mand of  developing  countries  for  in- 
dustry have  already  led  Alcoa  to  build 
a  smelter  in  Surinam  and  Alcan  to  ex- 
pand one  in  Brazil.  But  it's  not  only 
the  bauxite  countries  that  are  woo- 
ing the  smelting  industry.  The  oil 
countries,  with  so  much  excess  natural 
gas,  many  deliberately  flaring  it  just 
to  get  rid  of  it,  may  one  day  discover 


\ 


Cheap  hydro  power— like  fhat 
generated  by  this  TVA  dam— pro- 
duces half  of  U.S.  aluminum.  But 
such  power  is  becoming  increasing- 
ly rare— and  the  cost  is  going  up. 


that  liquefied  natural  gas  isn't  the 
only  market.  Four  years  ago,  for  in- 
stance, the  oil  sheikdom  of  Bahrain  in 
the  Persian  Gulf  enabled  a  consortium 
including  British  Metal  and  the  U.S.' 
Kaiser  Aluminum  to  build  a  $165- 
million,  120,000-ton  smelter  thousands 
of  miles  away  from  any  normal  alu- 
minum market  by  supplying  natural 
gas  for  almost  nothing. 

Alcan  and  the  U.S.'  Big  Three  at 
least  are  eminently  equipped  to  un- 
dertake expansion  on  a  worldwide  ba- 
sis. They  are  in  fact  already  there. 
More  than  one-fourth  of  Reynolds' 
assets  are  overseas,  as  are  over  one- 
third  of  Alcoa's  net  assets.  All  three 
originally  went  abroad  in  pursuit  of 
raw  materials  or  of  fabricating  mar- 
kets, but  Alcoa  already  produces  pri- 
mary aluminum  directly  or  through 
partnerships  in  Australia,  Norway  and 
Surinam.  Reynolds  is  in  Canada,  Brit- 
ain, West  Germany  and  Venezuela. 
Kaiser  is  in  Britain,  Australia,  West 
Germany,  Ghana  and  India. 

"We  are  an  international  company," 
John  Harper  says,  "and  I  think  we 
have  to  be  one.  It  gets  to  be  purely  a 
matter  of  arithmetic,  of  the  trade-offs 
on  costs.  Is  it  cheaper  to  use  higher 
cost  power  here  or  expand  elsewhere 
and  import  your  production?" 

Kaiser's  retiring  boss,  T.J.  Ready  Jr., 
once  estimated  imports  would  fill  a 
1.2-million-ton  gap  in  the  U.S.  market 
by  1980,  vs.  roughly  500,000  tons  last 
year.  Whereas  another  industry— steel, 
for  instance— might  be  tempted  to 
adopt  a  protectionist  stance,  the  alu- 
minum industry,  because  of  its  large 
international  commitment,  has  never 
found  it  easy  to  do  so.  This,  however, 
could  change. 

Alcoa's  Harper,  a  self-confessed  free 
trader,  says:  "I  wouldn't  think  we 
could  aff^ord  as  a  nation  not  to  make 
the  things  we  need  within  our  own 
borders.  We  have  to  find  a  way  to 
use  the  power  available  and  rhake 
aluminum  at  a  competitive  cost." 

"The  aluminum  industry,"  says  one 
executive,  "has  moved  across  North 
America  from  its  early  beginnings, 
pushing  back  the  frontier  in  search  of 
power.  Hut  I  think  maybe  the  frontier 
for  alurninum  is  now  closed,  just  as 
America's  other  frontiers  have  been. 
You'd  be  foolish  to  put  power  into 
aluminum  if  its  value  in  the  metal 
was  3  or  4  mills  and  you  could  get 
6  or  7  or  8  mills  for  it  as  power. 
Power  may  simply  have  become  too 
valuable  to  use  anymore  for  this  pur- 
pose. If  a  frontier  remains  these  days, 
I'd  guess  it  was  somewhere  else  in 
the  world." 

In  one  more  field,  the  U.S.  is  losing 
some  of  the  natural  advantages  that 
helped  make  it  the  world's  greatest 
industrial  power.   ■ 
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A  Splash  of  Whimsy 

. . .  is  adding  a  barrel  of 
profits  to  Seven-Up  Co. 


First  they  called  it  Bib-Label  Lith- 
iated  Lemon-Lime  Soda.  A  year  later, 
in  1930,  they  renamed  it  7-Up.  In  pri- 
vate, some  skeptics  at  the  company's 
St.  Louis  headquarters  dubbed  it  "holy 
water,"  poking  fun  at  its  alleged  me- 
dicinal and  curative  virtues  and  the 
seriousness  with  which  they  were  tak- 
en. By  the  mid-Sixties,  however,  so- 
lemnity seemed  out-of-date.  Seven- 
Up's  sales  and  earnings  were  growing 
because  the  soft  drink  market  was 
growing  here  and  abroad.  But  the 
market  share  was  shrinking:  U.S.  food 
store  sales,  7-Up's  biggest  market, 
were  7.2%  of  the  market  in  1965,  fell 
to  6.7%  in  1966  and  to  6.2%  in  1967. 
It  was  a  passive  kind  of  situation: 
Seven-Up  was  being  carried  along  by 
the  momentum  of  the  market  rather 
than  by  its  own  efforts. 

Ben  Wells,  who  became  president 
and  chief  executive  officer  in  1965, 
decided  to  go  over  to  the  offensive. 
He  felt  he  needed  an  image  change. 
Seven-Up  should  be  fun.  It  also  should 
deal  frankly  with  the  problem  that 
the  soft  drink  business  was  fast  be- 
coming a  cola  business.  In  1968  his 
advertising  agency,  J.  Walter  Thomp- 
son, came  up  with  a  slogan  and  7-Up 
became  the  Uncola. 

For  the  first  time  7-Up  wasn't  slink- 
ing around  but  was  offering  itself  as  a 
true  alternative  to  cola.  Things  started 


to  move.  Earnings  per  share  climbed 
from  29  cents  in  1966  to  $1  in  1971, 
and  in  the  first  six  months  of  1972 
jumped  another  22%. 

Once  an  English  teacher  at  a  St. 
Louis  prep  school,  Ben  Wells  went  to 
work  in  Seven-Up's  advertising  de- 
partment after  marrying  the  daughter 
of  one  of  the  founders.  When  he  be- 
came president  in  1965  he  commis- 
sioned a  study  that  showed  a  problem 
of  definition.  "People  were  buying 
7-Up  for  indigestion,  as  a  mixer,  for 
little  children  off^  their  feed,"  says 
Wells.  "Our  problem  was  we  weren't 
a  soft  drink." 

Now  that  it  is  accepted  as  a  soft 
drink,  Seven-Up  still  has  a  problem. 
It  spends  $24  million  a  year,  22%  of 
sales,  on  advertising  and  promotion. 
No  major  soft  drink  company  spends 
that  high  a  percentage,  and  yet  Seven- 
Up's  money  is  a  drop  in  the  barrel 
by  comparison  with  what  Coca-Cola 
or  Pepsi-Cola  spend.  To  make  sure 
of  getting  noticed  amidst  all  this  ad- 
vertising flash  and  din,  Seven-Up 
leans  heavily  on  humor  and  whimsy. 
By  gently  poking  fun  at  its  own  image 
—in  everything  from  its  annual  reports 
to  its  TV  spots— Seven-Up  has  built  a 
distinct  image.  It  also  has  built  its 
stock  to  a  price/ earnings  ratio  of  45. 

The  moral  is:  If  you  can't  be  big,  be 
different.  ■ 


Ihink  Negafive.  Ben  Wells'  new  Uncola  approach  reversed  7-Up's  market  slide. 
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Six  Characters  in  Searcti  of. . ,  ? 


If  Ha  raid  Robbins  ever  reads  this,  he'll  base 
his  next  novel  on  it.  But  we  didn't  ma/(e  it  up. 


The  day  after  his  old  pal  Gene  Klein 
demanded  his  resignation  as  vice 
chaiiTnan  of  National  General  Corp., 
dapper  Sam  Schulman  breezed  into 
the  exclusive  Hillcrest  Country  Club 
and  put  on  a  performance  worthy  of 
an  Oscar.  Groucho  Marx  was  there, 
so  were  Georgie  Jessel  and  George 
Burns.  But  Schulman  stole  the  show. 

One  by  one,  Beverly  Hills'  most 
prominent  and  prosperous  business- 
men, immaculate  in  flared  jackets  and 
patent  leather,  approached  his  table. 
Some  whispered  in  his  ear.  Others 
joked  loudly.  Hollywood  press  agent 
Henry  Rogers  quipped:  "I  would  have 
kept  your  name  out  of  the  papers." 

Schulman  smiled,  winked,  patted 
elbows,  but  said  very  little.  He  didn't 
need  words.  He  was  being  seen  being 
interviewed  by  a  Forbes  reporter.  By 
granting  the  interview  at  high  noon 
in  the  packed  Hillcrest  dining  room, 
the  62-year-old  executive  was  broad- 
casting his  message  all  the  way  to 
Palm  Springs— I'm  not  going  away  so 
fast;  I'm  going  to  fight. 

Status,  Anyone? 

Fight  for  what?  Money?  Partly,  but 
Schulman  is  already  many  times  a 
millionaire.  Perhaps  most  of  all,  he 
battles  for  the  celebrity  status  that 
passes  for  power  in  the  business  bur- 
lesque of  Beverly  Hills. 

National  General  is  a  $1 -billion  col- 
lection of  assets  thrown  together  in 
the  days  of  Chinese  money  takeovers. 
Its  solid,  rich  core  is  Great  American 
Insurance,  but  it  also  owns  a  chain 
of  some  300  movie  theaters  (its  orig- 
nal  business),  a  publishing  house 
(Grosset  &  Dunlap  and  Bantam 
Books)  and  distributes  movies.  Klein, 
51,  a  onetime  Los  Angeles  used-car 
dealer,  has  lieaded  the  company  since 
1961.  Since  1963,  Schulman  has  been 
close  to  him. 

They  aren't  close  any  more:  "Klein 
and  I  were  lovers  for  ten  years,"  says 
Schulman.  "Now  we're  in  the  middle 
of  a  veiy  messy  divorce.  I'm  not  going 
to  my  office  this  week.  But  I  may  be 
back  in  my  office  again." 

After  lunch  with  Forbes,  he  drove 
his  Rolls-Royce  back  to  his  $350,000 
home  (just  down  the  block  from  El- 
vis Presley  and  Danny  Thomas)  to  sit 
by  his  phone.  There  in  the  past  two 
weeks  he  has  reportedly  marshalled 
over  20%  of  National  General's  4.7 
million  shares  in  support  of  a  pro- 
posed tender  bid. 

Two  other  top  NG  executives  were 
kicked  out   by   Klein   the   same   day 


Schulman  was:  President  Irving  Levin 
and  First  Vice  President  Harold  Lip- 
ton.  Now  the  trio  is  trying  to  talk  Stu- 
debaker-Worthington  into  pouring  $75 
million  to  $100  million  in  cash  into  a 
$30-  to  $35-per-share  tender.  Right 
now  National  General  4tock  is  trading 
at  around  $27,  down  from  $60  a  few 
years  ago. 

Studebaker-Worthington  so  far  is 
noncommittal.  The  big  $800-million 
(sales)  holding  company  has  the  cash 
and  the  clout,  but  it  could  have  a 
fight  on  its  hands.  In  defending  his 
control,  Chainnan  Klein  has  some 
rich  Palm  Springs  pals— Frank  Sinatra 
and  Frank's  buddy,  Danny  Schwartz. 
He  also  has  as  his  lawyer  Gregson 
Bautzer,  whose  big-name  clients  in- 
clude Howard  Hughes.  For  icing, 
Klein  is  also  lining  up  Wall  Street's 
prestigious  Salomon  Brothers. 

Schulman's  side  has  approached 
Lehman  Brothers.  But  a  partner  there 
says:  "We  declined  to  get  involved 
with  either  side  at  this  time." 

In  describing  his  departure,  Schul- 
man spoke  of  a  "divorce."  The  term 
wasn't  that  farfetched.  Schulman, 
Klein,  Lipton  and  Levin  were  more 
than  business  associates.  They  played 
tennis  and  gin  rummy  together  at  Hill- 
crest. They  jointly  owned  exciting 
professional  football  and  basketball 
teams,  the  San  Diego  Chargers  and 
the  Seattle  SuperSonics.  You  couldn't 
tell  where  their  social  lives  ended  and 
their  business  lives  began. 

The  strains,  however,  began  to 
show  about  two  years  ago.  In  fiscal 
1969  Klein  was  forced  to  take  mas- 
sive investment  write-downs  and  post 
a  $72-million  loss.  That  was  followed 
by  1970's  lackluster  first  half.  The 
stock  dove  to  $9  and  seemed  headed 
toward  $5. 

Klein  grabbed  for  firm  ground. 
Through  Bautzer's  law  firm,  he  con- 
tacted Frank  Sinatra,  who  was  flush 
with  Kinney-National  cash  (now 
Warner  Communications).  Sinatra, 
Schwartz  and  Frank's  lawyer  Mickey 
Rudin  had  just  gotten  $22.5  million  in 
cash  and  notes  for  their  piece  of  War- 
ner Brothers-Seven  Arts,  which  iron- 
ically enough  Kinney  had  bought  after 
National  General  failed  to  get  it.  So 
they  had  the  dough,  and  Schwartz 
had  the  inclination.  Since  he  netted 
some  $20  million  .selling  his  Northern 
California  building  company  to  Boise 
Cascade  in  1968,  he  had  been  liv- 
ing it  up-building  himself  a  million- 
dollar  home  in  Palm  Springs,  flying 
around  with   Sinatra   in   their  jointly 


owned  $5-million  jet  and  playing  lots 
of  golf.  But  by  mid-1970  the  45- 
year-old  entrepreneur  was  restless. 

The  three,  as  SS&R  Investment  Co., 
pumped  $3  million  into  the  stock  at 
Close  to  the  bottom  and  eventually 
doubled  their  investment.  Schwartz 
joined  National  General  as  a  director 
and  executive  vice  president  and  is 
now  making  $159,000  a  year. 

Seated  in  his  plush  office,  punch- 
ing a  stock  quote  machine  on  his  desk, 
Schwartz  told  visitors  in  a  loud,  gruff 
voice:  "I'm  here  to  help  clean  up  this 
company."  Almost  from  his  first  day, 
he  clashed  with  Schulman,  Lipton  and 
Levin.  At  first  Gene  Klein  kept  defend- 
ing his  old  friends. 

But  beginning  in  1970  "one  thing 


levin 


Schulman 
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Klein 

led  to  another,"  says  Schulman,  "and 
we  began  disagreeing  over  broad  man- 
agement pliilosopliy."  Reportedly  the 
three  opposed  a  series  of  Klein  de- 
cisions, including  his  moves  to  de- 
emphasize  the  company's  old  movie- 
house  business,  to  spin  oflf  10%  of  the 
Bantam  Books  division  to  the  public 
last  fall,  and  finally,  this  spring's  con- 
troversial public  tender  for  $75  mil- 
lion worth  of  National  General's  4% 
convertible  debentures. 

Early  this  year  the  four  tried  to 
arrange  a  property  settlement.  First 
Klein  bought  out  Schuhnan's  24.5% 
interest  in  the  Chargers  for  $2  million 
cash,  much  as  Schulman  had  bought 
out  Klein's  18%  in  the  SuperSonics  a 
year  or  so  earlier.  Then  they  asked 
Lehman  Brothers  to  produce  a  plan 
for  splitting  National  General  in  two. 

The  idea,  says  Schulman,  was  that 
Klein  would  retain  his  $370-million 
(revenues)  insurance  division.  The  re- 
maining book  and  movie  businesses 
would  be  spun  off  with  Schulman, 
Lipton  and  Levin  in  charge.  But  be- 
cause of  NG's  staggering  $275-million 
debt,  Lehman  Brothers  couldn't  figure 
how  to  split  the  company.  Nor  could 
Salomon  Brothers. 

Three  mpnths  later  Klein  forced  the 
original  trio  out.  Though  they  took 
no  companies  with  them,  they  didn't 
exactly  leave  empty-handed.  The 
three  own  358,600  shares,  not  to  men- 
tion ironclad  employment  contracts 
under  which  they  will  receive  more 
than  $2  million  through  1979. 


Still  they  apparently  felt  cheated. 
So  they  grabbed  their  phones  and 
tried  to  do  something  about  it. 

A  week  after  Schulman's  comeback 
lunch  at  the  Hillcrest,  each  side 
claimed  to  represent  1  million  shares. 
And  each  wanted  a  230,984-share 
block  of  unregistered  stock  owned  by 
a  32-year-old  broker  named  Martin 
J.  Wygod,  whose  firm  National  Gen- 
eral controlled  biiefly  two  years  ago. 
On  July  26,  while  his  mother  up  in 
Westchester  screened  his  calls,  Wy- 
god's  chaufl^^eur  dropped  him  at  Man- 
hattan's Waldorf  Towers,  where  Klein 
was  staying  between  security  analysts' 
dinners  at  "21"  and  strategy  sessions 
at  Salomon  Brothers.  In  about  an 
hour.  National  General  bought  his 
stock  for  $5.5  million,  or  $24  a  share. 

Theoretically,  National  General  can 


Rudin 

continue  buying  its  stock  and  thus 
drive  up  the  price  until  Schulman's 
side  caves  in  and  sells  its  shares,  too 
(at  a  nice  profit).  The  company  does 
not  have  the  money,  but  Sinatra  and 
Schwartz  do.  Early  this  month 
Schwartz  became  the  company's  No. 
One  shareholder  by  buying  267,000 
shares  from  United  Accumulative 
Fund  at  $26.75  per  share.  But  this 
question  remains:  Would  Schwartz  in 
turn  sell  out  in  a  $35  tender  bid? 

Pacing  behind  his  king-sized  desk, 
Klein  said:  "I'm  not  here  for  an  ego 
trip.  My  concern  is  the  profitability 
and  advancement  of  the  company.  I 
don't  pay  attention  to  rumors.  I  have 
no  knowledge  of  any  tender." 

Apparently  others  do.  National 
General  stock  has  climbed  about  25% 


on  increasing  volume  since  the  sur- 
prise resignations. 

Will  Gene  Klein  win  this  fight?  He 
seems  ahead  on  points,  though  he's 
still  far  from  a  TKO.  Schulman's  side 
doesn't  want  an  eye-gouging  proxy 
fight,  so  their  only  real  hope  is  to  line 
up  behind  a  third-party  tender,  Stu- 
debaker-Worthington  if  possible. 

However,  Klein's  troubles  are  far 
from  over.  Several  Wall  Streeters  say 
sooner  or  later  Klein  must  face  the  Si- 
natra-Schwartz juggernaut,  which  al- 


Sinatra 

ready  holds  nearly  as  much  stock  as 
he  does  and  a  lot  more  cash.  A  fund 
manager  says:  "National  General  is 
ripe  for  a  takeover  from  outside  and 
inside.  I  look  for  Klein  to  step  aside 
within  a  year  or  so.  Marvin  Finnel 
[whom  Klein  just  lured  from  the  Baut- 
zer  firm  at  $250,000  a  year]  can  run 
the  insurance  business,  and  Dan 
Schwartz  can  become  chief  executive." 

The  mod-dressed  Klein  said,  "I'm 
only  51  years  old,  vital  and  energetic. 
I'm  not  even  close  to  retirement.  I'm 
here  to  stay." 

But  even  if  Klein  gets  sacked, 
chances  are  the  very  next  day  he'll 
stride  into  the  Hillcrest  Country  Club 
and  upstage  Groucho  and  all  the  oth- 
er celebrities  by  announcing  his  come- 
back. That's  the  Beverly  Hills  style.  ■ 
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Faces  Behind  the  Figures 


Roberts  of  Roberts  Farms 


A  Friend  in  Need 

HoLLis  B.  Roberts  has  a  friend  at 
the  U.S.  National  Bank  of  San  Die- 
go. His  name  is  C.  Arnholt  Smith. 
If  you  have  a  friend  hke  73-year- 
old  Arnie  Smith,  you,  too,  can  do 
what  Roberts  did.  With  only  a 
seventh-grade  education,  Roberts 
fled  the  Dust  Bowl  back  in  the 
Thirties  to  settle  in  California's 
fertile  San  Joaquin  Valley  with  only 
$2.40  in  his  pocket.  Today,  at  60, 
the  jovial,  cigar-chomping  bear  of 
a  man  (6  feet  4  inches,  300 
pounds)  controls  130,000  acres  of 
land  worth  some  $125  million,  mak- 
ing him  San  Joaquin's  largest  in- 
dividual farmer  and  one  of  the  top 
U.S.  suppliers  of  fruits  and  nuts. 
He  also  owns  a  commuter  airline. 
Golden  West. 

A  typical  rags-to-riches  story? 
Not  exactly.  For  one  thing,  Roberts 
may  not  really  be  rich.  For  another, 
consider  the  role  that  Arnie  Smith 
played  in  his  life. 

After  settling  in  the  San  Joaquin, 
Roberts  started  amassing  land  al- 
most entirely  on  borrowed  money. 
By  1965  he  owned  9,000  acres,  but 
Roberts  Farms  Inc.  was  so  heavily 
mortgaged  that  in  1967  its  total 
net  worth  was  only  $40,000.  Its 
working  capital  was  negative. 

Enter  Arnie  Smith,  chairman 
and  controlling  stockholder  of  both 
the  Westgate-California  Corp.,  a 
conglomerate  with  $148  million  in 
sales,  and  the  U.S.  National  Bank, 
with  $738  million  in  assets. 

In    1968,   when   Smith   put   to- 


gether a  5,880-acre  farmland  syn- 
dication, he  allowed  Roberts  to 
supply  half  the  land.  Roberts  netted 
a  quick  $8  million.  On  top  of  that, 
he  received  a  ten-year,  $25-million 
contract  to  manage  the  farmland. 

That  wasn't  the  end  of  Smith's 
generosity.  Every  farmer  needs 
short-term  loans  for  working  capi- 
tal. Smith's  bank  made  the  loans 
to  Roberts  when  no  one  else  would. 
He  now  owes  it  $3  million. 

Is  Smith  at  heart  a  philanthro- 
pist? Well 

Smith  wanted  to  buy  Air  Cali- 
fornia, an  intrastate  carrier,  but 
since  he  already  controlled  a  small 
air  taxi  service,  Golden  West  Air- 
lines, rivals  asked  the  Civil  Aero- 
nautics Board  to  forbid  it.  Before 
the  CAB  could  rule,  Roberts  bought 
control  of  Golden  West  for 
$700,000,  paving  the  way  for 
Smith  to  acquire  Air  California. 

Golden  West  was  hardly  a  bar- 
gain. Its  book  value  was  minus  $7 
a  share.  With  a  break-even  load 
factor  of  61%,  it  was  operating  at 
only  29%  of  capacity.  It  owed  Ar- 
nie Smith's  U.S.-  National  Bank 
$4  million.  And  it  owed  $11  million 
to  another  nervous  creditor  hiding 
behind  another  corporation.  Gold- 
en West  Air  Terminals:  none  oth- 
er than  Arnie 's  78-year-old  brother, 
J.A.  (Uncle  Jack)  Smith. 

Why  did  Roberts  buy  Golden 
West?  "Mr.  Smith  thought  it  would 
be  a  real  good  idea,"  says  Rob- 
erts. A  good  idea?  Roberts  paid 
$1.29  a  share,  a  full  $1  more  than 
Smith   had  earlier  offered  for  the 


airline.  To  date,  Roberts  has  $17 
million  sunk  in  Golden  West. 

And  that  wasn't  all.  Smith  had 
another  problem:  Westgate  had 
sold  12,000  acres  of  cattle  land  to 
friends,  business  associates  and 
subsidiaries.  His  bank  financed 
two  of  the  purchases  with  long- 
term  notes  with  a  face  value  of  $12 
million.  Smith  wanted  to  book  a 
profit  for  Westgate  of  at  least  $5 
million,  but  his  auditors  demurred. 
The  land  was  worth  only  $8  mil- 
lion, they  insisted.  If  the  Westgate 
subsidiaries  defaulted  on  the  notes, 
Westgate  might  end  up  with  a  lia- 
bility of  $4  million. 

Again  Rolxjrts  came  to  the  res- 
cue. He  bought  the  notes  for  $12 
million  cash— purportedly  borrowed 
from  banks  other  than  USNB. 

How  well  off  is  Roberts  as  a  re- 
sult of  Smith's  generosity?  His  land 
is  heavily  mortgaged:  He  owes  $80 
million  to  Tenneco  Inc.  and  .several 
insurance  companies,  including 
John  Hancock.  He  has  a  $29-mil- 
lion  investment  in  a  money-losing 
airline  and  an  overvalued  cattle 
ranch.  He's  still  short  of  working 
capital,  with  $3  million  of  his  $4- 
million  lending  limit  at  the  U.S. 
National  Bank  used  up.  Roberts, 
says  a  former  close  associate,  is 
rvnniing  scared. 

What  about  Arnie  Smith?  In 
1970  he  was  allowed  to  book  that 
cattle  land  profit.  And  just  lasl 
month,  he  sold  Air  Cal  lo  Pacific 
Southwest  Airlines  for  a  $6.4-mil- 
lion  profit.  For  Smith,  clearly 
friendship  pays.   ■ 
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Rich  Arabs,  Poor  Americans 

Looking  at  the  energy  situation, 
it's  hard  to  be  optimistic  about  the 
economic  future  of  the  U.S.  A 
Chase  Manhattan  Bank  study  re- 
cently said  that  within  a  baker's 
dozen  years  we'll  be  spending  $25 
billion  a  year  to  import  petroleum, 
as  against  the  $3.2  billion  we  spent 
last  year.  How,  then,  can  the  U.S. 
ever  bring  its  balance  of  payments 
under  control? 

Is  there  a  way  out?  Yes,  says 
James  Akins,  director  of  the  State 
Department's  Office  of  Fuels  &  En- 
ergy. There  is  a  way,  but  there  isn't 
much  time.  Within  the  next  eight 
years  alone,  he  says,  the  import 
figure  will  nearly  sextuple. 

This  is  even  assuming  that  the 
petroleum  will  be  available.  As  de- 
mand for  their  oil  swells,  Akins 
says,  the  Arabs  may  not  necessari- 
ly raise  production  to  meet  it.  Why 
should  they?  By  1980,  he  says,  the 
Arab  oil  countries  will  be  sitting 
on  currency  reserves  of  $20  billion 
—greater  than  those  of  Germany  or 
Japan  today.  So  they  won't  be 
feehng  any  financial  pain.  But  they 
will  be  worrying  about  using  up 
their  oil  too  fast.  "It's  not  in  their 
interest,"  says  Akins,  "to  produce 
more  just  so  developed  countries 
can   have   cheap   fuel.    We   could 


Akins  of  the  State  Department 

have  a  physical  shortage  of  oil  in 
a  short  time." 

What's  the  way  out  that  Akins 
sees?  It's  a  painful  one.  "I  don't 
see  how  we  can  afford  an  $18  bil- 
lion outflow.  We  have  to  take  some 
of  the  conservation  measures 
they've  taken  in  Europe  already," 
he  says.  Such  as?  Such  as  grad- 
uated electricity  rates— the  more 
you  use  the  higher  your  rates  go. 
Such  as  small,  economical  cars. 
Such  as  putting  fewer  tax  dollars 
into  highways  and  more  into  more 
efficient  transportation  systems. 

Such  measures  might  save  3 
million    barrels    a    day  by    1980, 


Akins  thinks;  but  that's  only  one- 
eighth  of  projected  U.S.  demand. 
So  Akins  beats  the  drum  before 
Congress  for  approval  of  the  Alaska 
pipeline,  for  drilling  on  the  outer 
continental  shelf  and  for  making 
the  production  of  natural  gas  eco- 
nomically attractive.  Further,  he 
would  like  to  see  "vastly  increased 
expenditures  on  oil  shale  and  coal 
conversion,  a  vast  acceleration  of 
research  on  other  energy  sources." 

Akins,  42,  is  an  Arabic-speaking 
diplomat  of  18  years'  experience. 
He  apparently  enjoys  the  respect  of 
many  of  the  Arabs.  He  warned  the 
Petroleum  Congress  in  Algiers  this 
June  that  nationalization  of  oil 
company  concessions  could  force 
the  energy-using  nations  into  crash 
programs  to  develop  alternative  en- 
ergy sources;  and  this  might,  in  the 
long  iiin,  hurt  the  Arab  position. 
His  talks  apparently  dampened 
some  of  the  enthusiasm  for  con- 
fiscatory nationalization. 

But  is  the  American  Congress 
and  the  American  taxpayer  in  any 
mood  for  major  outlays  and  for 
restrictions  on  cars  and  on  electrici- 
ty usage?  Is  the  American  ecologist 
going  to  stand  still  for  massive  raw 
material  development?  Akins'  an- 
swer would  be:  They  had  better. 
(For  more  on  the  effects  of  the  en- 
ergy problem,  see  p.  29. )  ■ 


Second  Chance 

Frank  Grassie,  35,  is  the  kind  of 
businessman  you  don't  see  much  of 
these  days.  He  never  made  it  to 
college,  but  in  his  native  Toronto 
he  was  selling  night  crawlers  at 
age  12  and  ladies'  shoes  at  age  16. 
As  an  example  of  his  hustling  ways 
(Forbes,  Feb.  1),  last  year  he  al- 
most succeeded  in  convincing  Chase 
Manhattan  and  16  other  big  banks 
to  let  him  take  over— for  nothing- 
Beck  Ijidustries'  faltering  198-store 
shoe  and  handbag  operation.  Gras- 
sie operated  the  Beck  Shoe  Store 
division  for  six  months  under  an 
employment  contract  but  missed  his 
chance  to  become  its  owner,  main- 
ly because  Beck  Industries  went  in- 
to bankruptcy  first. 

"That^  left  a  real  sour  taste  in 
my  mouth,"  says  Grassie.  "But  I'm 
egocentric.  I  knew  I  could  make  a 
go  on  my  own."  Cut  out  of  the 
Beck  deal  last  July,  within  days 
Grassie  was  talking  to  the  founders 
of  New  York's  Sara  Fredericks,  Inc., 


an  eight-outlet  chain  of  high-priced 
women's  apparel  shops,  about  tak- 
ing over.  The  merchandising  step- 
up  was  big,  from  Beck's  $8.99  shoes 
to  designer  dresses  up  to  $1,200. 


Grassie  of  Sara  Fredericks 
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But  the  comedown  was  large,  too: 
Sara  Fredericks  did  $2.9  million  a 
year,  vs.  Beck  Shoes'  $44  million. 

And  this  time,  Grassie  says,  he 
got  no  free  ride.  He  put  up  over 
$600,000  of  his  own  cash  and  a 
$500,000  loan  to  buy  the  then-fad- 
ing chain  from  the  Harold  Rud- 
nicks  ( Mrs.  Rudnick's  maiden  name 
was  Sara  Fredericks;  she  now  works 
for  Grassie). 

Since  assuming  control  in  Octo- 
ber, Grassie  has  worked  at  build- 
ing up  Sara  Fredericks  fast.  He 
bought  two  more  quality  apparel 
stores  in  Philadelphia  and  one  in 
Detroit,  besides  opening  a  shoe  im- 
porter and  launching  a  New  York 
discounter  called  Stolen  Goods.  In 
the  works  are  five  more  acquisi- 
tions. "We  may  not  become  Saks 
Fifth  Avenue,"  says  Grassie,  "but 
we  think  there's  an  opening  in  the 
quality  field." 

Frank  Grassie  may  yet  fall  on  his 
face,  but  give  him  credit:  He 
doesn't  sit  around  waiting  for  luck; 
he  goes  out  and  makes  his  own.  ■ 
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Faces  Behind  the  Figures 


Cape  Cod  Lover 

Edward  Gelsthorpe's  recent 
switch  from  Norton  Simon,  where 
he  had  run  the  big  ($500-minion 
sales)  Hunt-Wesson  subsidiary,  to 
the  Gillette  Co.,  as  vice  chairman 
for  marketing,  left  at  least  one  man 
unhappy.  Norton  Simon  boss  Da- 
vid J.  Mahoney  felt  Gillette  Chair- 
man Vincent  C.  Ziegler  had  given 
him  a  close  shave  if  not  a  trimming. 

Last  May,  according  to  Mahoney, 
after  Ziegler  had  said  he  needed 
marketing  help,  Mahoney  let  Gels- 
thorpe  join  Gillette's  board.  What 
does  Gillette  say?  "Gelsthorpe  is 
one  of  the  top  marketing  men  in 
America,  so  I  went  after  him,"  says 
the  61-year-old  Ziegler,  adding  that 
Gelsthorpe,  51,  will  be  a  possible 
candidate  to  succeed  him  as  chief 
executive. 

And  what  does  Gelsthorpe  say? 
He  says  a  key  point  was  the  near- 
ness of  Gillette's  Boston  headquar- 


ters to  Gelsthorpe's  Cape  Cod  home. 
"I'm  just  a  New  Englander  at 
heart,  and  I  want  to  go  back,"  says 
Gelsthorpe.  Hunt-Wesson's  head- 
quarters are  in  California. 

Gelsthoipe's  forte  is  launching 
new  products  like  Hunt's  Snack 
Pack  puddings  and  Skillet  Dinners, 
or  the  Cranapple  juice  that  helped 
double  sales  for  Ocean  Spray  Cran- 
berries. His  savvy  could  help  Gil- 
lette, now  considering  new  fields 
overseas  Hke  soft  drinks  and  new 
consumer  sei'vices  and  appliances. 
This  is  where  Gelsthoipe  presum- 
ably will  fit  in. 

Meantime,  Gelsthorpe  has  al- 
ready made  the  supreme  personal 
sacrifice  in  shifting  to  Gillette.  He 
shaved  off  his  bushy  moustache.  ■ 
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Gelsthorpe  of  Gillette 


Balancing  Act 

As  insurance  company  bosses  go, 
John  H.  Filer  is  a  young  man.  At 
47,  he  became  chairman  and  chief 
executive    officer    last    month    of 


Filer  of  Aetrta  Life  &  Casualty 


Hartford,  Conn.'s  Aetna  Life  &  Cas- 
ualty, an  $ll-billion  pool  of  assets. 

In  an  industry  where  most  men 
reach  the  top  of  big  companies  in 
their  late  50s,  choosing  a  younger 
man  promises  to  be  more  than  just 
a  symbolic  gesture.  A  lawyer  and  a 
onetime  Connecticut  State  Senator, 
Filer  realizes  that  he  must  innovate 
and  not  merely  preside. 

"As  I  see  it,"  he  says,  "we  have 
to  accomplish  two  major  tasks  at 
Aetna.  Aetna  has  to  become  more 
consistently  profitable  than  during 
the  past  decade.  At  the  same  time, 
Aetna  and  the  industry  have  got  to 
satisfy  more  of  the  public's  enor- 
mous needs  in  the  insurance  and 
health  areas  which  aren't  being  ad- 
equately met  today. 

"If  you  think  the  pressures  on  us 
during  the  past  five  years  have 
been  great,  it  will  be  a  lark  com- 
pared with  demands  for  more  use- 
ful products  during  the  Seventies." 

On  the  financial  side.  Filer  is 
aware  that  Aetna's  stockholders  are 
not  happy.  They  have  watched  earn- 
ings fluctuate  all  over  the  lot  as  in- 
surance losses  rose  and  fell.  For 
example,  adjusted  earnings  were 
$3.65  a  share  in  1967,  $1.88  in 
1969  and  $5.08  last  year.  Despite 
this  smart  recovery— which  is  be- 
ing maintained  this  year— the  stock 
sells  only  in  the  mid-50s,  just  over 
10  times  earnings,  and  down  30% 
from  its  high  in  the  mid-60s. 


On  the  business  side,  the  insur- 
ance industry  has  millions  of  dis- 
satisfied customers.  But  how  do  you 
keep  the  public  happy  and  the 
stockholders  happy  at  the  same 
time?  "Put  it  another  way,"  replies 
Filer.  "I  think  you  won't  achieve  one 
without  the  other.  Look  what  hap- 
pened through  much  of  the  Sixties. 
The  insurance  industry  provided  in- 
adequate products,  and  we  didn't 
provide  an  adequate  profit  return 
either.  No  one  was  satisfied." 

Filer  is  detennined  to  be  an  ac- 
tivist and  to  try  to  move  with 
change  rather  than  resist  it.  "We 
are  no  longer  against  everything 
new  like  Medicare  or  government 
health  insurance.  Nor  is  our  answer 
only  to  ask  for  rate  increases.  We 
have  come  out  heavily  and  out- 
spokenly for  no-fault  auto  insur- 
ance, for  a  comprehensive  national 
health  plan,  for  things  like  the  all- 
driver  insurance  plan."  He  adds: 
"We're  heavily  marketing  variable 
life  insurance  and  we  are  working 
with,  not  against,  the  Securities  & 
Exchange  Commission."  By  this  he 
means  should  the  SEC  decide  vari- 
able insurance  (which  has  stock 
market  features  built  in)  is  a  se- 
curity, Aetna  will  accept  SEC  su- 
pervision. The  industry  would  pre- 
fer not  to  be  under  the  SEC. 

Filer  isn't  saying  he  has  easy  an- 
swers. Simply  that  if  the  old  ways 
don't  work,  you  try  new  ones.  ■ 
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The  storage  space 

doubles. 

The  cost  doesn't. 


Dual  Density  from  Calcomp: 

If  you  store  your 
information  on  disks,  the 
time  comes  when  the  storage 
system  you  started  with  isn't 
big  enough  any  more. 

If  you're  using  an  IBM 
221A,4heir  next  step  up  is  a 
3330V  And  maybe  even  a  new 
computer.  But  you  may  want  to 
talk  toCalComp. 

The  most  realistic  step 
up  from  an  IBM  2314  is  a 
CalComp  1015  Dual  Density 
Disk  System. 

With  it,  you  double  your 
capacity  for  only  40%  more 
cost.  And  you  can  grow  out  of 


your  old  storage  system 
without  growing  out  of  your 
old  storage  room. 

The  floor  space  remains 
the  same.  So  do  the  disk  packs. 

The  programming  even 
stays  the  same. 

Naturally  the  CalComp 
1015  is  compatible  with  IBM 
System  360  and  370  computers. 

Next  time  you  look 
around  your  computer  room, 
and  you  wonder  where  to  put 
all  the  new  storage  you  need, 
think  of  CalComp. 

Remember,  one  small  step 
for  your  business  doesn't  have 
to  be  one  giant  leap  for  IBM. 


Call  your  local  CalComp 
office,  or  contact  California 
Computer  Products,  Inc., 
FB-M8-72  ,  2411  West  La  Palma 
Avenue,  Anaheim,  California 
92801. (714) 
821-2011. 


Let's  Swap 


If  you  do  any  business  with  the  Communists,  you  may 
have  to— swapping  one  commodity  for  another,  soft 
currencies  for  hard  ones,  until  you  get  one  you  want. 


Barter  is  a  highly  sophisticated  way 
of  doing  business. 

Adam  Smith  thought  it  was  down- 
right primitive,  but  there  have  been 
some  changes  made  since  he  wrote 
his  Wealth  of  Nations.  Come  to  Vi- 
enna and  take  a  look.  The  Austrian 
capital  is  now  the  barter  capital  of 
the  world.  Forget  Adam  Smith.  You 
won't  find  savages  there  swapping 
salt  for  seashells.  What  you  will  find 
are  bankers  and  commodity  mer- 
chants trading  coffee  beans  for  ma- 
chine tools,  tobacco  for  nuclear  power 
stations,  as  they  jabber  in  half  a 
dozen  languages  into  batteries  of 
phones  in  three-way  conversations  with 
Afghanistan  and  Bulgaria,  Poland  and 
Iran,  Brazil  and  Greece. 

Listen  to  one  banker,  Wilhelm 
Hendricks  of  the  Allgemeinen  War- 
entreuhand,  a  subsidiary  of  one  of 
Austria's  top  banking  institutions,  Vi- 
enna's Kreditanstalt-Bankverein.  Hen- 
dricks says  these  barter  transactions 
now  amount  to  between  $7  billion  and 
$8  billion  a  year.  Says  another  bank- 
er: "It's  going  to  increase  a  lot  more 
when  American  companies  start  doing 
business  with  the  Russians." 

Barter  is  essential  in  today's  world, 
because  the  Communist  countries  and 
the  underdeveloped  countries  lack 
hard  currency.  Vienna  has  become 
the  world's  barter  capital  because  of 
its  location,  hard  by  the  Iron  Curtain. 

There  are  two  ways  of  handling  a 
barter  transaction.  One,  the  simple 
way,  is  trading  one  product  for  an- 
other. The  other,  the  sophisticated 
way,  is  called  switching.  This  can  be 
a  fantastically  complicated  operation. 
It  means  selling  a  commodity  for  a 
soft  currency,  using  the  soft  currency 
to  buy  another  commodity,  and  re- 
peating the  process  until  the  switch- 
er gets  a  commodity  that  can  be  sold 
for  a  hard  currency. 

for  Experts  Only 

The  experts  say  there  probably  are 
no  more  than  20  truly  expert  switch- 
ers in  the  world.  They're  organized 
under  a  bland  name,  Federation  of 
International  Traders.  They  hold  an- 
nual conventions,  swap  experiences, 
make  agreements  on  how  much  to  dis- 
count soft  currencies. 

They're  a  varied,  colorful  group. 
"King  of  the  Switchers"  is  Hungarian- 
bom  Simon  Moskovics,  a  partner  in  a 
private  bank  named  K.G.  Winter, 
who  operates  from  a  third-floor  of- 
fice   near    St.     Stephens    Cathedral. 


A  compulsively  energetic  man,  who 
can  manage  to  hold  two  phones  at 
once  while  scribbling  notes  on  the 
backs  of  old  envelopes,  Moskovics  is 
considered  especially  adept  at  circum- 
venting government  regulations  "with 
the  knowledge  of  all  the  parties." 

Hendricks,  in  contrast,  is  a  highly 
urbane  individual  with  the  style  of  a 
Hapsburg  nobleman.  He  operates  from 
an  echoing  old  building  that  must 
have  been  in  its  prime  when  Emperor 
Franz  Josef  was  still  around. 

This  is  how  switching  works: 

East  Geimany,  say,  a  soft-currency 
country,  has  a  bilateral  agreement 
with  a  Swedish  firm  to  exchange  $10 
million  worth  of  goods.  The  Swedes 
can  find  only  $5  million  worth  of  East 
German  goods  they  consider  worth 
buying.  So  they  have  a  $5-million 
credit.  The  switcher  buys  the  credit 
for  hard  currency  at  a  discount,  7% 
or  more.  Then  he  gets  on  the  phone  and 
persuades  an  Indian  importer  to  buy 
tractors  in  East  Germany.  His  induce- 
ment: a  piece  of  the  discount  he  re- 
ceived when  he  bought  the  credit.  He 
now  has  a  credit  in  rupees,  also  a  soft 
currency.  He  shops  around  and  finds 
an  Austrian  who  wants  Indian  cot- 
ton and  is  willing  to  pay  hard  cur- 
rency for  it.  He  gives  the  Austrian  an- 
other piece  of  his  profit. 

Eveiybody  has  made  out— the 
Swedes,  the  East  Germans,  the  Indi- 
ans, the  Austrians  and  the  switcher. 
Since  he  must  share  his  discount  on 
the  credit  he  buys  with  his  customers, 
the  switcher  doesn't  make  an  enor- 
mous profit,  but  he  does  make  a  buck. 
Simon  Moskovics  says  he  does  about 
$80  million  worth  of  business  a  year. 
On  this,  he  says,  he  makes  about  1%. 
Not  a  fortune,  but  a  living:  $800,000. 

Another  kind  of  barter  deal,  and 
one  that's  becoming  increasingly  com- 
mon: Iron  Curtain  countries  will  buy 
from  the  West  partly  in  cash  and  part- 
ly in  goods,  maybe  30%  in  goods.  A 
Western  computer  maker  (reportedly, 
IBM)  recently  made  a  deal  with  the 
Poles,  under  which  they  agreed  to 
buy  $1  million  worth  of  computers 
and  pay  for  them  with  auto  compo- 
nents made  by  a  Polish  factory  under 
a  Fiat  license.  What  can  a  computer 
manufacturer  do  with  a  shipload  of 
Fiat  steering  columns?  In  tliis  case,  it 
managed  to  unload  them  on  a  com- 
pany in  Egypt  that  also  operates  un- 
der a  Fiat  license. 

Barter  has  become  so  common  in 
East-West  trade  that  several  of  Eu- 


Aloskovics  of  K.G.  Winter 

rope's  leading  companies  have  cre- 
ated special  departments  to  handle  it, 
among  them  Sweden's  SKF  ball-bear- 
ing firm,  Germany's  Thyssen  steel 
group,  France's  Renault  and  Italy's 
Fiat.  It's  a  way  of  doing  business  the 
Western  companies  hate,  because, 
says  Gordon  Planner,  who  heads 
Rank-Xerox'  European  operations, 
"too  many  people  take  a  percentage." 
Rank-Xerox  sells  copying  machines 
to  Eastern  Europe  and  receives  part 
of  its  payment  in  machine  tools. 

At  the  same  time,  it's  a  business  no 
one  can  afford  to  ignore,  as  Britain's 
Imperial  Chemical  Industries  discov- 
ered to  its  dismay.  ICI  had  been  do- 
ing a  nice  business  building  polyethy- 
lene plants  for  the  Russians.  Then  the 
Russians  decided  ihcy  wanted  to  pay 
partly  in  polyethylene.  ICI  said  noth- 
ing doing.  So  the  Russians  switched 
the  business  to  West  Germany. 

As  U.S.  trade  with  the  Coinnuinist 
bloc  grows,  U.S.  companies  will  have 
to  learn  how  to  play  the  barter  game. 
They  may  balk,  but,  like  ICI,  if  they  do, 
they  will  Uxse  out  to  competitors.   ■ 
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A  lot  of  companies  have  inventors. 
But  only  one  communications  company 

has  Bell  Labs. 


That  company  includes,  of 
course,  your  local  Bell  Company. 

Let's  say  one  of  our  repairmen 
runs  into  a  baffling  problem  in  your 
computer's  telecommunications  sys- 
tem. 

The  first  thing  he  does  is  call  in 
the  experts. 

They  might  be  people  from 
Western  Electric.  The  people  who 
built  your  equipment. 

Or  even  the  people  from  Bell 
Labs  who  developed  your  equipment  in  the  first  place.  Bell  Labs  is 
where  computers  learned  to  talk  over  the  telephone. 

Or  if  something  as  totally  disruptive  as  a  natural  disaster 
puts  your  communications  out  of  whack,  our  repairmen  have  the 
people  and  resources  of  22  other  associated  Bell  Companies  to 
back  them  up. 

WeVe  airlifted  a  lot  of  people  and  equipment  into  a  lot  of 
places  over  the  years.  And  weVe  ready  to  go  again.  Any  time 
weVeneeded. 

Depth  of  service  like  this  makes  Bell  System  maintenance 
one  of  the  best  bargains  in  your  phone  bill. 
AT&T  and  your  local  Bell  Company. 


Collision  Course 

Does  Xerox  want  to  tangle  with  IBM?  No.  Is  Xerox 
going  to  tangle  with  IBM?  Almost  inevitably. 


Can  Xerox  pull  oflF  what  such  top 
companies  as  General  Electric  and 
RCA  failed  at?  What  HoneyweU, 
Sperry  Rand  and  Control  Data  are 
still  struggling  to  do?  That  is,  can  it 
bull  its  way  to  a  really  profitable  slot 
in  computers?  Over  three  years  have 
passed  since  Xerox  paid  nearly  $1  bil- 
lion in  stock— 10  million  shares— to  buy 
El  Segundo,  Calif. 's  Scientific  Data 
Systems.  In  those  three  years,  SDS 
has  lost  $100  million  before  taxes.  It 
will  be  in  the  red  again  in  1972  and 
probably  in  1973  and  1974  as  well. 
Xerox  Chairman  C.  Peter  McCol- 
ough  makes  no  attempt  to  sweep  these 
losses  under  the  rug. 

Such  is  the  profit  power  generated 
by  Xerox'  basic  copy-machine  busi- 
nesses that  stockholders  have  scarce- 
ly noticed  the  jolt.  In  spite  of  the 
computer  losses,  Xerox'  overall  profits 
have  increased  from  $2.08  in  1969 
to  $2.71  last  year,  and  will  almost 
certainly  go  over  $3  this  year— from 
$161  million  to  around  $250  million. 
But  for   a   slower-growing   company, 


the  computer  costs  would  probably 
have  been  unbearable.  Including  the 
dilution  involved  in  acquiring  SDS, 
the  computer  business  probably  re- 
duced Xerox'  earnings  by  75  cents  a 
share  last  year  {see  chart). 

Not  on  Purpose 

It  would  be  comforting  to  report 
that  Xerox  management  planned 
things  this  way.  Such  is  not  the  case. 
"I  didn't  anticipate  losing  money," 
confesses  Chairman  McColough.  "We 
bought  a  growing  company  that  was 
profitable  when  we  bought  it."  SDS' 
last  profit,  $10  million  on  revenues  of 
$100  million,  was  earned  the  year  be- 
fore Xerox  took  over.  But  with  its  big 
scientific  and  time-sharing  computers 
hard  hit  by  the  recession  and  by  the 
decline  in  government  funding,  its 
revenues  last  year  were  down  to  only 
$60  million,  its  pretax  losses  were 
around  $40  million. 

Is  McColough  getting  ready  to  pull 
back  and  cut  his  losses?  Far  from  it. 
"In  hindsight,  I  certainly  would  have 


preferred  to  wait  because  I  would 
have  paid  less;  but  the  basic  decision 
was  the  right  one.  The  thing  that 
made  me  the  most  nervous  was  that  I 
saw  no  options  and  I  knew  we  had  to 
have  digital  capability."  In  short,  to 
get  where  it  expects  to  be,  Xerox  must 
leam  to  build,  sell  and  program  the 
most  advanced  type  of  computers. 

"Our  objective  in  acquiring  SDS," 
McColough  continues,  "was  to  ofiFer 
<broader-based  information  systems. 
We  feel  that  to  really  seize  the  op- 
portunities around  the  world  for  sup- 
plying information,  we  had  to  broaden 
out  from  graphics,  as  IBM  is  broaden- 
ing out  into  graphics.  People  in  the 
Seventies  who  can  say  to  a  customer: 
'We  can  handle  all  your  information 
needs'— whether  facsimile  transmis- 
sion, graphics  or  whatever,  will  have 
an  enormous  advantage. 

"So,  you  see,  we  had  no  desire  to 
diversify  for  its  own  sake,  and  we  had 
no  interest  in  competing  against  IBM 
in  another  field." 

Exactly  what  does  McColough 
have  in  mind?  Certainly  not  an  across- 
the-board  competition  with  IBM  in 
computers,  but  rather  products  and 
systems  of  a  kind  not  yet  fully  devel- 
oped. McColough  talks  about  a  sys- 
tem whereby  a  business  letter  could 
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I  was  a  truck  owner  for  four  years. 
And  I  have  the  scars  to  prove  H. 

I  not  only  had  the  pride  of  owning  trucks,  I  had  the  privilege  of  washing 
them,  painting  them  and  lettering  them.  I  had  the  honor  of  licensing  anc 
permitting  them.  The  pleasure  of  keeping 
them  in  fuel  and  oil  and  tires.  The  joy  o ' 
insuring  and  maintaining  and  repairing 
them.  And  the  ecstasy  of  emergency  road 
service  at  three  o'clock  in  the  morning. 

I  don't  own  my  trucks  anymore. 
I  lease  from  Ryder. 

The  first  thing  Ryder  did  was  engi- 
neer trucks  to  my  specifications.  The  next 
thing  Ryder  did  was  keep  those  trucks 
rolling  better  than  1  ever  could. 

Ryder  has  360  company  owned  loca- 
tions. Plus  600  contract  fuel  stations. 
With  a  network  like  that,  it's  hard  to  find 
a  place  to  break  down  that's  more  than  50  miles  from  a  Ryder  rescue  spot. 

Besides,  Ryder  puts  their  trucks  through  a  preventive  maintenance 
program  that's  tougher  and  more  disciplined  than  Marine  boot  camp. 
My  customers  never  had  more  dependable  deliveries. 

What's  more,  Ryder  is  pretty  deep  into  Transportation/Distribution 
Services.  They  not  only  provide  trucks,  they  can  recommend  new  ideas  and 
better  ways  to  do  your  shipping. 

Now  I  no  longer  own  my  trucks.  And  I  haven't  gotten  any  new  scars 
lately,  either.  Call  Bill  Cullom,  toll-free  fw-^  800-327-6201. 


RYDER  TRUCK  RENTAL.  2701  SOUTH  BAYSHORE  DRIVE   MIAMI   FLORIDA  331  33   FOR  FORD  AND  OTHER  FINE  TRUCKS 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  l^  to  V^ 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  92-PAGE  CATALOG 

EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg..  New  York,  N.Y.  10001 


NAME  .  .  . 
ADDRESS 


ZIP 


44eth  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  105  Years 

A  quarterly  dividend  of  fifty 
cents  (50^)  a  share  will  be 
paid  September  14,  1972,  to 
stockholders  of  record  August 
11, 1972. 

SAMUEL  B.  CASEY,  JR. 
President 

Divisions 
Transportation  Equipment 
Pullman-Standard 
Trailmobile 

Engineering /Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  LimHed 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Trailor,  S.A.  (France) 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Mahon  Industrial  Corporation 


be  typed  on  a  special  typewriter,  auto- 
matically stored  in  a  computer,  trans- 
mitted when  needed,  received  and 
typed  out  by  the  addressee's  equip- 
ment. In  such  systems,  the  computer 
itself  would  continue  to  be  important, 
but  it  would  not  be  the  only  im- 
portant element. 

The  fact  is  that  as  of  now  neither 
McColough  nor  anybody  else  knows 
exactly  what  forms  data  storage  and 
transmission  ultimately  will  take.  The 
only  thing  McColough  is  certain  of  is 
that  computers  and  copiers  will  come 
closer  and  closer  together. 

A  straw  in  the  wind  was  Xerox'  ac- 
quisition in  April  of  Diablo  Systems, 
a  $4-million-sales  company  that  pro- 
duces computer  peripheral  equip- 
ment. The  price  was  high,  $29  mil- 
lion in  Xerox  stock,  and  Diablo  lost 
money  last  year,  though  McColough 
says  it  is  profitable  now.  But  it  brought 
in  some  products  that  could  be  vital 
links  in  an  overall  computer-copier 
system.  Diablo  makes  a  disc-drive 
storage  unit  and  a  recently  developed 
high-speed  printer.  The  latter  report- 
edly prints  twice  as  fast  as  the  equiv- 
alent IBM  machine  and  has  far 
fewer  moving  parts. 

One-String  Fiddle? 

Which  brings  us  to  a  glaring  weak- 
ness in  Xerox'  otherwise  beautiful  rec- 
ord: Its  successes  to  date  have  been 
limited  entirely  to  the  copying  busi- 
ness. It  tried  but  failed  to  develop  its 
own  computer  capability  before  buy- 
ing SDS.  The  much  smaller  Diablo  ac- 
quisition can  be  regarded  in  the  same 
light:  an  acquisition  of  technological 
knowhow.  Until  now,  the  overwhelm- 
ing share  of  Xerox'  research  and  de- 
velopment has  gone  into  copying. 

Of  around  $130  million  in  R&D 
spending  this  year,  nearly  two-thirds 
will  go  for  second-generation  copiers, 
including  the  new  color  copiers 
scheduled  to  go  on  sale  next  year.  But 
once  color  is  launched,  it  will  be  pos- 
sible to  divert  much  of  this  money, 
perhaps  $50  million  a  year,  to  product 
lines  other  than  copiers.  SDS  and  Dia- 
blo will  be  able  to  soak  up  every  dol- 
lar that  Xerox  can  spare  from  copiers. 

It  all  boils  down  to  this:  Without 
deliberately  seeking  to  take  on  IBM, 
Xerox  is  actually  on  a  kind  of  collision 
course  with  the  data  processing  giant. 
By  divergent  paths  they  are  ap- 
proaching the  same  point.  If  it  is  cost- 
ing Xerox  huge  sums  to  develop  a 
computer  capability,  what  is  the  alter- 
native—the alternative  of  one  day  dis- 
covering IBM  standing  solidly 
athwart  Xerox'  best  road  to  further 
growth?  "If  we  ever  get  to  be  afraid 
to  stick  our  necks  out,  we'll  Ix*  just 
another  big  corporation,"  McColough 
mused  to  Forbes.  ■ 


McCo/ough's  Polly?  Xerox' 
venture  into  the  computer 
business,  now  apparently  slow- 
ly approaching  the  break-even 
point  (see  story)  offer  years 
of  heavy  losses,  has  an  im- 
portance to  Chairman  C.  Peter 
McColough  far  exceeding  the 
millions  in  Xerox  profits  or 
losses  involved.  For  all  the 
Xerox  triumphs  were  in  ven- 
tures started  by  his  predeces- 
sors, no  matter  how  ably  Mc- 
Colough may  have  exploited 
their  beginnings.  But  the  com- 
puter adventure  has  been  Mc- 
Colough's  baby  alone,  begin- 
ning with  the  purchase  of  Sci- 
entific Data  Systems  in   1969. 
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Have  you  discovered 
the**other  Wattsau?" 


The^^kusau  Story. 

Mention  our  name  to  a  group  of 
businessmen  and  most  of  them 
will  quickly  identify  Employers 
Insurance  of  Wausau  as  a  leading 
source  of  workmen's  compensation 
insurance.  And  rightly  so.  It's  the 
field  we  pioneered.  But  our  giant 
reputation  in  this  specialty  has 
been  a  mixed  blessing. 

When  you're  a  star  in  one  field, 
^,it's  hard  for  people  to  believe  you're 
s- equally  good  at  other  things.  So 
t'.vy:e'r45  anxious  for  you  to  know  the 
•--'JplhBBr  vy^asau  "— the  Wausau  that 


can  help  your  firm  in  a  lot  of  ways. 

As  a  property  insurer,  for 
example.  We've  been  insuring  the 
property  of  America's  businesses  for 
37  years.  And  today,  there  are  few 
all-lines  insurance  carriers  with 
property  capabilities  equal  to 
Wausau  s. 

As  a  source  for  business  life 
insurance,  too.  Six-year-old 
Employers  Life  has  already  passed 
one  billion  dollars  of  insurance 
in  force— a  milestone  that  many 
much  older  life  insurance 


companies  haven't  yet  reached. 

The  point  is,  when  you  say 
"Employers  Insurance  of  Wausaul' 
you're  really  covering  a  lot.  You're 
talking  about  a  property  insurance 
company,  a  life  insurance  company 
and  a  liability  insurance  company. 
All  together,  an  insurance 
organization  that's  a  specialist  in 
just  about  every  kind  of  business 
insurance  that  just  about  any  kind 
of  business  is  likely  to  need.    ^^     ^ 

And  that's  some  kind  of    4 
specialist. 


come  to 

^'^sotirce 

Employers  Insurance  of  Wausau 

•  ^---..  :-^    -.,.-   ^.  ,,  Wausau,  Wisconsin 


sis 


Fish  Story 


This  isn't  the  story  of  the  fish  that  got 
away.  This  one...  well,  what  is  it  about? 


From  EJ.  Korvette's  miraculous  mer- 
chandising to  Transitron's  terrific  tran- 
sistors, stocks-with-an-idea,  concept 
stocks,  have  lured  and  lacerated  in- 
vestors. Again  and  again  investors 
are  burned,  but  still  they  come  back. 
The  next  one  might  be  a  Xerox. 

How  do  you  tell  the  real  article 
from  the  copy?  How  indeed?  Take 
New  York-headquartered  Marine  Pro- 
tein Corp.  It  has  no  sales  volume 
worth  mentioning  and  total  assets  of 
about  $2  million,  $650,000  of  which 
are  capitalized  patent  and  processing 
costs.  Yet  the  market  recently  valued 
its  2.5  million  shares  at  $14  each,  for 
a  total  of  $35  million.  Its  president, 
Nat  Herman,  54,  paid  $1,880  for 
188,000  shares  of  Marine  Protein 
stock  now  worth  $2.6  million. 

Why  should  Marine  Protein  be 
"worth"  $35  million  and  Nat  Herman 
$2.6  million?  A  good  question. 

Marine  Protein  proposes  raising  fish 
on  dry  land  in  huge  tanks  that  can 
hold  as  much  as  25,000  gallons  of  wa- 
ter. Its  technology.  Marine  Protein 
claims,  will  allow  it  to  raise  rainbow 


trout,  Coho  salmon,  striped  bass  and 
possibly  a  half-dozen  other  varieties 
of  fish  at  a  low  enough  cost  to  com- 
pete with  commercial  fisheries. 

Many  men  have  dreamed  of  raising 
fish  the  way  ranchers  raise  cattle. 
New  York's  Inmont  Corp.  owns  Thou- 
sand Springs  Trout  Farms,  Inc.  and  has 
succeeded  at  nurturing  trout  for  mar- 
ket in  ponds  and  raceways.  Union 
Carbide  Corp.  is  experimenting  at 
raising  salmon  in  salt  water  p>ens  in 
Puget  Sound.  Marine  Protein's  tank- 
raising  is  another  kettle  of  fish  alto- 
gether. In  this  process  all  the  noiTnal 
technical  problems  of  aquaculture 
are  compounded— such  problems  as 
controlling  the  amount  of  oxygen  and 
nitrogen  in  the  water.  Marine  Protein 
claims  it  has  conquered  the  problems 
with  technological  breakthroughs. 

Outsiders  are  skeptical.  Most  of  the 
marine  scientists  and  commercial 
aquaculturists  Forbes  spoke  to  agreed 
that  Marine  Protein's  plans  sound 
good,  but  that  they  will  believe  they 
work  when  they  see  them  work  on  a 
commercial  scale. 


Marine  Protein  grows  fingerlings  by  the  thousand  in  its  70-gallon  hatchery  tanks. 


None  of  Marine  Protein's  ofiRcers 
has  ever  sold  fish  before,  though  Her- 
man and  two  directors  were  officers  of 
a  firm  that  made  fish  nets.  However, 
if  current  plans  to  acquire  Seamark 
Corp.,  a  Boston  fish  wholesaler,  go 
through.  Seamark's  president  will  be- 
come an  ofiicer  of  Marine  Protein. 

In  February  of  this  year  Marine 
Protein  sold  $3.5  million  of  common 
stock  to  investors  in  units  of  two 
shares  and  one  waiTant  at  $16  per 
unit.  By  that  time  the  company  had 
managed  to  lose  almost  $600,000  in 
the  past  two  fiscal  years. 

In  1969  Nat  Herman  and  most  of 
the  other  top  officers  of  the  company 
bought  shares  in  Marine  Protein  for 
1  cent  each.  Included  was  the  finm's 
secretary,  Thomas  W.  Evans,  a  part- 
ner in  Mudge,  Rose,  Guthrie  and 
Alexander  (President  Nixon's  former 
law  fii-m),  who  bought  260,000 
shares.  (He  later  returned  72,000 
shares  to  the  company.)  Gene  M. 
Woodfin,  a  partner  in  Loeb,  Rhoades 
&  Co.,  bought  50,000  shares  at  that 
same  price.  (He  later  returned  13,720 
shares  to  the  company.)  Later  that 
year  Loeb,  Rhoades  itself  bought 
100,000  shares  for  $1.50  each.  Final- 
ly in  1969-70  John  M.  Olin,  the  72- 
year-old  honorary  chairman  of  the 
Olin  Coip.,  got  downwind  of  the  idea 
and  bought  100,000  shares  at  $5 
each.  All  have  huge  paper  profits,  al- 
though Marine  Protein  has  yet  to 
make  a  real  commercial  sale. 

At  the  time  of  the  public  offering 
the  company  had  some  $2  million  in 
equity  capital;  the  offering  raised  the 
total  sum  to  about  $5  million.  How 
far  this  will  take  the  company  remains 
to  be  seen.  Yet  common  capitaliza- 
tion, assuming  exercise  of  warrants 
and  options,  is  already  nearly  3  million 
shares.  It  will  take  big  profits  to  show 
earnings  on  that  sized  capitalization— 
and  so  far  Marine  Protein  hasn't  shown 
significant  sales,  only  expenses. 

All  told,  management  and  its  orig- 
inal investors  put  up  $2.6  million  and 
control  82%  of  the  company.  The  pub- 
lic put  up  $3.5  million  and  ended  up 
owning  only  18%.  The  undei-writer,  an 
affiliate  of  Schweikart  &  Co.,  fared 
nicely,  too.  Underwriting  discount.s 
and  expenses  come  to  $427,000,  13%  : 
of  proceeds,  not  to  mention  44,000  | 
warrants  at  a  penny  each. 

Currently  Marine  Protein  is  build-  I 
ing,  in  Mammoth  Spring,  Ark.,  its 
first  full-scale  commercial  fish-rear- 
ing facility.  The  town's  residents  re- 
cently voted  for  a  $4-million  indus- 
trial revenue  bond  issue  to  bo  used  to 
finance  the  facility's  constniction. 

So  HeiTTian,  Evans,  Woodfin  and 
the  other  Marine  Protein  officers  and 
directors  have  proved  they  can  t(>ll  a 
good  story.  But  can  thcv  sell  fish?  ■ 
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The  Generals  Are  Investers  Too 
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A  CRASH? 

Not  really.  The  market  is  down 
only  a  bit  over  50%  in  one  year. 
That  isn't  a  crash? 

Not  in  Brazil  it  isn't,  not  on  the 
Rio  de  Janeiro  and  Sao  Paulo 
stock  exchanges. 

It  isn't  a  crash  when  you  con- 
sider that  the  averages  are  still  sell- 
ing at  nearly  30  times  where  they 
were  in  the  mid-Sixties,  that  daily 
trading  on  the  two  exchanges  is 
still  running  at  around  $5  million 
a  day  as  against  next  to  nothing  a 
scant  few  years  ago. 

This  kind  of  a  crash  doesn't  wor- 
ry M.  Marcelo  Leite  Barbosa,  own- 
er and  managing  partner  of  Bra- 
zil's biggest  brokerage  house  and 
twice  president  of  the  Rio  Stock 
Exchange  (1966-67,  1971-72).  At 
least  it  was  a  crash  with  style, 
Barbosa  argues.  A  few  years  ago 
Brazil  couldn't  even  have  had  that. 

"Before  1964  we  didn't  have 
much  more  than  20,000  investors 
in  the  whole  country,"  says  Bar- 
bosa. "Today  there  are  about  5  mil- 
lion Brazilians  in  the  market!  Last 
year  we  had  25-million-share  days 
—almost  as  much  as  the  New  York 
Stock  Exchange  has  ever  had  on 
one  day!  In  fact,  if  you  put  to- 
gether the  Rio  exchange  and  our 
second  stock  exchange  in  Sao  Pau- 
lo, the  two  would  rank  as  the 
fourth  most  active  stock  market  in 
the  world.  Last  year  companies 
were  able  to  raise  1.6  billion  dol- 
lars on  our  market.  Now  our  gross 
national  product  has  been  growing 
at  the  rate  of  .  .  .  ." 

Whoa!  Forbes'  Geof  Smith  pro- 
tested. Isn't  it  a  fact  that  you're 
now  in  a  bear  market,  and  that 
all  your  newfound  investors  have 
tired  of  the  market  and  are  back 
playing  futebol  on  the  beach? 

"Oh,  yes.  Now  we  are  having 
troiible  with  this,"  replied  Barbosa. 
"Like  you  did  last  year  and  Japan 
did  before  that.  The  investor  is  com- 
pletely afraid  of  the  market  now. 
He  has  lost  confidence.  Not  so 
much  money,  because  he  doesn't 
sell.  Just  confidence.  But  the  gov- 
ernment will  put  some  money  into 
the  market  to  stimulate  it." 

The  government?  Why  the  gov- 
ernment? Forbes  asked. 

"Because  all  the  generals  are  in- 
vestors!" said  Barbosa  with  a  broad 
grin.  "All  of  them!  So  they  have  an 


interest  in  it.  Besides,  they've  dis- 
covered that  a  booming  stock  mar- 
ket is  a  great  advantage.  Instead 
of  printing  money,  they  can  float 
treasury  bonds.  And  the  compa- 
nies that  benefited  most  from  the 
boom  were  those  that  used  to  be 
almost  entirely  owned  by  the  gov- 
ernment and  are  now  40%  to  49% 
publicly  owned.  The  generals  were 
able  to  raise  the  most  money  from 
the  market  to  finance  expansion." 
Among  those  companies  were:  Pet- 
robras,  Cia  Siderurgica  Nacional 
and  Cia  Vale  Do  Rio  Doce. 

Another  prop  for  the  ailing  Bra- 
zilian markets  may  come  in  the 
foiTn  of  amnesty  from  back  taxes  if 
wealthy  Brazilians  can  be  persuad- 
ed to  bring  back  some  of  the  esti- 
mated $3  billion  worth  of  flight 
capital  now  sitting  in  the  U.S.,  Bar- 
bosa went  on.  "It  may  be  that  if 
they  buy  stocks  and  hold  for  two 
years  without  selling,  they'll  be  al- 
lowed to  bring  capital  back  with- 
out penalty,"  he  said.  "We  think 
the  government  will  do  this  early 
next  year  before  income  tax  time." 
Finally,  margin  requirements, 
raised  by  the  government  from 
20%  to  60%  last  August,  were  cut 
back  to  20%  again  in  March.  A  po- 
tent incentive  since  12%  of  Brazil- 
ian stocks  are  held  on  margin. 

Forbes  commented  that  this 
was  further  than  the  U.S.  Govern- 
ment seemed  prepared  to  go.  In 
the  U.S.,  the  White  House  simply 
says  it  would  buy  common  stocks 
if  it  could,  hoping  to  raise  the  mar- 
ket by  incantation.  But  in  Brazil 
the  government  goes  all  the  way. 
Is  this  a  good  idea?  Forbes  want- 
ed to  know. 

"Personally,  I  don't  like  it,"  an- 
swered Barbosa.  "In  effect  you  have 
only  one  person  making  the  deci- 
sions and  potentially  controlling 
too  much  of  the  market.  The  gov- 
ernment isn't  that  big  yet,  but 
they're  buying  stocks  right  now." 

Of  course,  it  took  government 
action  to  get  the  Brazilian  stock 
market  moving  in  the  first  place, 
Barbosa  explained.  Inflation  had 
to  be  brought  under  some  sem- 
blance of  control  and  the  economy 
started  toward  rapid  development 
before  a  genuine  stock  market  was 
possible.  Then  there  were  several 
crucial  incentives,  Uke  the  decision 
to    permit    Brazilians    to    deduct 


Barbosa  of  the  Rio  Stock  Exchange 

from  their  taxable  income  as  much 
as  30%  of  the  amount  spent  pur- 
chasing common  stocks,  real  es- 
tate bonds  and  government  bonds 
and  15%  of  the  amount  spent  buy- 
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ing  mutual  funds.  Brazilians  with 
money  could  hardly  afford  not  to 
be  in  the  market.  At  the  peak  in 
June  1971  Banco  do  Brazil  was  up 
150%,  Petrobas  200%,  Belgo  Mi- 
neira  400%. 

With  the  stock  market  trans- 
formed into  a  magnificent  tax  shel- 
ter, liquidity  soared  and  new  is- 
sues flooded  the  market  and  were 
snapped  up  voraciously.  After  all, 
with  20%  inflation,  any  stock  is  a 
growth  stock.  Sure,  the  unortho- 
dox economists  of  the  Brazilian 
government  have  found  ways  to 
make  ordinary  savings  attractive, 
too.  (Interest  on  savings  instru- 
ments is  pegged  to  the  price  index 
plus  6%.  Gilt-edges  thus  can  pay 
26%  and  more.)  But  when  stocks 
are  booming,  savings  are  boring. 
And  that  was  fine  with  business- 
men: Instead  of  having  to  borrow 
short  term  at  rates  running  to  25% 
and  more,  they  could  arrange  much 
cheaper  permanent  financing 
through  the  stock  market.  Score 
one  for  the  government. 

On  the  other  hand,  Barbosa  con- 
tinued, it  was  also  the  Brazilian 
government  that  turned  a  stock 
market    decline    into    a    full-scale 


crash.  When  the  Bolsa  de  Valores 
index  soared  past  5000  (up  from 
100  in  1966  and  1000  in  1970), 
the  generals  worried  that  the  boom 
was  out  of  hand.  They  abruptly 
raised  margin  requirements  on 
short-  and  long-term  transactions 
and  started  flooding  the  market 
with  huge  new  issues  from  gov- 
ernment-owned firms. 

"They  let  it  go  too  long,"  Barbosa 
explained.  "Of  course,  something 
had  to  be  done.  Things  had  gotten 
to  the  point  where,  as  a  joke,  some 
brokers  in  Sao  Paulo  pretended  to 
cross  a  huge  block  of  stock  of  a 
completely  fictitious  company  with 
a  silly  name.  Right  away,  all  our  of- 
fices were  flooded  with  'buy'  or- 
ders. Nobody  wanted  to  know  any- 
thing about  the  company.  They 
just  wanted  to  buy. 

"Seriously,  though,"  Barbosa  went 
on,  "the  market  was  already  start- 
ing to  fall  of  its  own  weight  when 
the  government  started  seUing  its 
stocks  heavily.  They  exaggerated 
the  decline  because  they  didn't  act 
soon  enough." 

We  commented  that  we  had 
heard  that  the  stock  market  crash 
had  convinced  some  leading  Bra- 
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zilians  that  it  wasn't  such  a  good 
idea  letting  U.S.  subsidiaries  in 
Brazil,  like  Ford-Willys,  Anderson 
Clayton  and  General  Foods'  Kibon 
sell  stock  on  the  Brazilian  exchange 
because  that  took  badly  needed 
Brazilian  savings  away  from  Bra- 
zilian companies.  What  did  Bar- 
bosa think  about  that? 

"Well,  that  is  the  government's 
opinion  right  now,"  he  replied. 
"You  see,  we  have  been  growing 
too  fast  to  accumulate  enough  sav- 
ings. Over  the  past  four  years  we 
here  in  Brazil  saved  about  15%  of 
our  income,  a  little  less  than  in  Ja- 
pan. But  the  capital  needs  of  com- 
panies continue  to  outpace  that.  So 
some  people  say  Brazihan  capital 
should  only  be  for  Brazilian  com- 
panies. But  I  think  Brazihan  inves- 
tors should  be  permitted  to  partici- 
pate in  the  results  of  foreign  subsid- 
iaries. I  think  Brazilian  capital  needs 
to  be  reinforced  by  foreign  invest- 
ment, so  that  all  the  companies 
will  have  enough  capital  for  their 
plans.  Now  you  have  to  be  care- 
ful, like  they  were  in  Japan.  .  .  ." 

Had  any  lessons  been  learned 
from  the  crash  of  the  Brazilian 
stock  markets?  we  asked.  Yes,  of 
course,  Barbosa  replied,  moving 
forward  eagerly  on  an  extravagant- 
ly modern,  springy  couch  in  his 
office.  What  Brazil  needs  now  to 
stabilize  its  markets  is  more  institu- 
tional investors.  Hence  the  current 
wave  of  mergers  between  financial 
firms.  "That  is  our  main  struggle 
right  now,"  he  said.  "We  are  try- 
ing to  create  more  institutional  in- 
vestors in  Brazil  to  provide  a  plat- 
form when  the  market  goes  down." 

Watch  that  one,  Forbes  ob- 
served. In  the  U.S.  there  are  many 
who  believe  that  the  increasing  in- 
stitutionalization of  trading  on  U.S. 
stock  markets  increases  volatility. 
After  all,  institutions  are  no  more 
immune  to  the  herd  instinct  than 
are  ordinary  mortals. 

"Yes,  that's  interesting,"  replied 
Barbosa.  "I  think  we  need  about 
30%  or  40%  institutional  participa- 
tion here.  Not  as  much  as  in  the 
U.S.  That's  too  much,  hmm?" 

As  we  listened  to  Barbosa's  son 
translating  his  father's  Portuguese 
for  us,  we  began  to  understand 
how  Marcelo  Leite  Barbosa  had 
managed  to  become  the  most  pow- 
erful figure  on  the  Brazilian  stock 
markets.  He  was  perhaps  the  most 
enthusiastic  student  of  the  world's 
capital  markets  we  had  ever  met. 
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The  son  of  a  liberal,  anticlerical 
journalist  from  Brazil's  desperately 
poor  Northeast,  Barbosa  arrived  in 
*Rio  fatherless  and  penniless  at  the 
age  of  17.  By  accident  he  landed 
a  job  as  office  boy  in  a  small  broker- 
age house  and  fell  immediately  in 
love  with  the  business.  At  the  age 
of  24,  he  founded  his  own  com- 
pany, trading  for  his  own  account, 
acting  as  an  import-export  broker 
and  investing  heavily  in  real  estate. 
But  Barbosa's  big  break  didn't 
come  for  another  20  years.  Not  un- 
til he  watched  Deltec,  the  U.S.- 
controUed  investment  bankers,  suc- 
cessfully merchandise  stocks  door  to 
door  in  the  provinces  to  people  who 
had  never  before  owned  securities. 

"I  saw  that  this  was  going  to  de- 
velop into  a  real  stock  exchange," 
Barbosa  explained.  "I  believed  in 
the  market  when  nobody  else  did. 
I  started  to  open  up  branches  and 
train  registered  representatives, 
which  was  very  expensive.  I  lost  a 
lot  of  money  for  a  while." 

Came  the  revolution  of  the  gen- 
erals in  1964,  however,  and  Bar- 
bosa was  ready.  Today  M.  Marcelo 
Leite  Barbosa  Ltda.  has  capital 
of  $4  million  (85%  owned  by  Bar- 
bosa), 800  employees  and  19  offices 
all  over  Brazil.  It  is  three  times  the 
size  of  its  nearest  competitors  and 
sends  its  people  to  Merrill  Lynch 
and  Salomon  Brothers  in  New  York 
for  training.  Already  Merrill  Lynch 
is  thinking  of  joining  Barbosa  in  the 
Brazilian  commodities  markets. 

Under  Barbosa,  a  great  admirer  of 
the  U.S.  financial  markets,  the  Rio 
Stock  Exchange  has  started  mov- 
ing into  the  20th  century  about 
as  fast  as  the  Transamazon  High- 
way is  tearing  through  the  vast  rain 
forests  of  the  Amazon  Valley. 
NASDAQ  and  Ultronics  communi- 
cations systems  are  going  in  short- 
ly, in  part  to  monitor  a  proposed 
new  specialist  system. 

But  isn't  a  50%  market  drop  a 
flaw  in  the  "Brazilian  miracle"? 
In  a  dictatorship,  it  cried  out  for 
a  scapegoat.  Soon  after  we  talked 
with  him,  both  Barbosa  and  the 
head  of  Sao  Paulo's  stock  exchange 
resigned  abruptly,  reportedly  under 
government  pressure.  Then,  for  the 
first  time,  negative  newspaper 
articles  began  appearing  about 
Delfim  .  Neto,  the  all-powerful 
Minister  of  Economics. 

Well,  we  thought,  the  generals 
may  all  be  investors.  But  they  are 
also  politicians.  ■ 


Cut  travel  costs 

Do  you  travel  on  business?  Then  TraveLodge  has 
special  rates  for  you.  Pre-set  and  guaranteed.  Just  fill  in  the 
coupon  below.  Clip  it  to  your  letterhead  and  send 
it  to  Director  of  Sales,  TraveLodge,  Box  308FO,  El  Cajon, 
California  92022.  You'll  have  your  TLC  card  by  return  mail. 
Use  it.  You'll  save  your  company  money  .You  can  save 
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Ferro  Sets  Bist  Half 
Sales  and  Profit  Records 

•  Ferro  Corporation  consolidated  sales  were 
23%  above  the  first  half  of  1971. 

•  Net  income  for  the  first  half  of  1972  was  73% 
higher  than  the  same  period  last  year. 


CONSOLIDATED  RESULTS 

(Thousands  of  dollars) 

•  Net  Sales 

•  Income  Before  Taxes 

•  Income  Taxes 

•  Net  Income 

•  Earnings  per  share  based  on 
average  shares  outstanding 


Six  Months 
Ended  June  30 


1972 

$99,481 

10,597 

4,588 

6,009 

$1.52 


1971 
$80,728 
0,421 
2,941 
3,480 

$0.96 


•  Ferro,  a  multinational  producer  of  specialty  materials  for  the  plastics  and 
ceramics  industries,  last  year  achieved  record  sales  of  $167.5  million,  record 
earnings  of  $2.18  per  share. 

Write  for  our  latest  financial  data:        ^^-^^  ^...^ 

Dept.  F-815.  One  Erieview  Plaza,         i^/Y'  F  E  PI  Rl  iJ 

Cleveland,  Ohio  44114.                       V  T  7  JTT 
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Xerox  introduce 


tie  two-faced  copy. 


Xerox  discovered  a  vast 
wasteland  on  the  back  of  every 
copy.  A  blank  piece  of  paper. 

So  Xerox  has  created  a  whole 
new.  kind  of  copier:  The  only  one 
in  the  world  that  can  copy  on  both 
sides  of  a  sheet  of  paper. 
Automatically. 

With  the  Xerox  4000  copier, 
it  only  takes  the  press  of  a  button 
to  copy  the  second  page.  Right 
on  the  back  of  the  first. 

(Naturally  aswith  all  Xerox 
copiers,  the  4000  makes  copies  or 
ordinary,  unsensitized  paper. 
Including  your  own  letterhead.) 

That  means  you  save  a  lot  of 
things.  Expensive  filing  space,  for 
one.  Not  to  mention  all  that  paper 
you  would  have  had  to  use  as  well 
as  file. 

What's  more,  the  4000  turns 
out  its  first  copy  in  just  seven 
seconds.  The  rest  at  the  rate  of 
45  a  minute. 

And  to  change  the  size  of  the 
paper— from  memo  to  legal  size- 
you  simply  press  another  button. 

All  in  all,  the  Xerox  4000  two- 
faced  copier  isn't  just  the  model 
of  convenience. 

It's  enough  to  make  you  thinl 
once  before  you  consider  any 
other  copier. 


XEROX 


XEROX®  and  4000  are  trademarks  of  XEROX  CORPORATIOr 


As  I  See  It 


''There  are  some  pretty  exciting  marketing 
developments  happening  outside  the 
U.S.  that  U.S.  managers  are  not  yet  even  aware 
of  and  are  not  tuned  in  to. " 


Though  never  proclaimed  so  loudly  as  America's  technological  superi- 
ority, this  country's  lead  in  marketing  is  something  that  most  American 
businessmen  have  taken  for  granted.  The  successful  invasions  of  the 
U.S.  market  by  European  and  Japanese  producers  of  toiletries,  soap, 
autos,  appliances,  pharmaceuticals  and  a  host  of  other  products  have 
been  kissed  off  as  mere  exceptions,  cases  where  foreign  companies 
have  learned  to  imitate  the  U.S.  model. 

Harvard  Business  School  Associate  Professor  Ralph  Z.  Sorenson,  a 
specialist  in  marketing,  says  this  patronizing  view  is  outdated:  In  other 
markets,  too,  the  U.S.  lead  is  vanishing. 


Haven't  U.S.  marketers  tended  to 
be  successful  overseas? 

Sorenson:  Mostly,  those  that  are  suc- 
cessful are  technologically  oriented 
and  derive  their  competitive  advan- 
tage from  their  technological  edge. 
Companies  in  consumer  branded  non- 
durables  that  are  advertising-market- 
ing oriented  have  not  been  too  suc- 
cessful in  taking  their  marketing  skills 
across  borders,  with  some  notable  ex- 
ceptions, such  as  Coca-Cola  and  Avon 
and  Colgate  and,  to  a  certain  extent, 
Corn  Products.  A  company  like  Proc- 
ter &  Gamble,  u'hich  I  would  give  very 
high  marks  to  in  this  country,  I 
wouldn't  give  nearly  so  high  marks 
to  internationally. 

Where  are  the  marketers  falling 
down? 

Sorenson:  They  are  not  doing  what 
they  preached.  These  companies  are 
supposedly  the  most  marketing-ori- 
ented companies  in  the  world,  and 
there  was  a  time  at  least  when  they 
were.  In  the  Fifties  the  marketing  con- 
cept had  reached  a  takeoff  phase, 
and  many  companies  started  saying, 
"We've  got  to  start  taking  our  signals 
from  the  consumer  and  then  working 
backward  rather  than  from  the  fac- 
tory forward."  That  became  an  article 
of  faith  in  American  companies.  But 
then  when  those  same  companies 
started  expanding  internationally, 
they  didn't  take  that  concept  with 
them.  They  started  with  what  had 
been  successful  in  the  U.S. 

Now,  there  are  some  businesses 
where  that  approach  has  been  terribly 
successful— if  what  has  made  them 
successful  has  been  technology  and 
you're  talking  about  an  IBM  com- 
puter or  an  aircraft.  But  Campbell 
Soup,    for    instance,    was    sure    they 


knew  what  the  world  wanted  in  a 
tomato  soup.  They  took  exactly  the 
same  condensed  soup  as  they  make  in 
the  U.S.  to  England,  where  Heinz 
had  been  for  years  with  noncondensed 
soup— you  don't  have  to  add  a  can  of 
water.  The  two  cans  were  the  same 
size,  but  Campbell's,  being  condensed, 
was  more  expensive.  Plus,  the  house- 
wife had  to  be  educated  to  add  the 
water.  Plus,  they  did  not  custom-tailor 
the  taste  to  the  market.   ' 

Where  do  the  Europeans  do  better? 

Sorenson:  Nestle,  Unilever,  Hinkle  in 
Germany,  Beecham,  Gervez-Dannon 
(which  is  in  the  yogurt  business  in 
France)  have  all  been  terribly  suc- 
cessful not  only  in  Europe,  but  out- 
side Europe  as  well.  Unilever  is  fan- 
tastic at  being  a  chameleon  and  not 
taking  self-reference  abroad.  They  de- 
termine what  a  market  is  and  how 
they  can  blend  into  the  local  scene. 

Europe  was  much  slower  in  under- 
standing the  marketing  concept,  and 
is  just  today  in  the  kind  of  takeoff 
stage  that  the  U.S.  was  in  in  the 
Fifties.  But  they  really  believe  it.  Now 
they  are  thinking  about  management 
problems  from  a  marketing  point  of 
view.  Here  at  Hai-vard,  half  of  our 
doctoral  students  are  European.  It's 
as  though  the  Europeans  have  just  be- 
gun to  discover  this  new  tool,  and 
now  they're  really  throwing  them- 
selves into  it,  while  Americans  are 
forgetting  the  lessons  they  learned. 

Competing  abroad  is  OK,  but  can 
the  Europeans  compete  in  the  U.S.? 

Sorenson:  Look  at  Nestle  and  Gen- 
eral Foods.  The  instant  coffee  sweep- 
stakes in  the  U.S.  has  definitely  swung 
to  Nestle  since  the  introduction  of 
freeze-dried  coffees. 


Sorenson  of  Harvard  Business  School 


So,  the  U.S.  companies  were  caught 
napping? 

Sorenson:  There  has  been  a  general 
underestimation  of  the  abilities  of  the 
foreign  invader.  In  the  U.S.  we've  had 
a  great  abundance  of  raw  materials, 
and  in  something  like  a  transformer 
we  could  correct  any  engineering  mis- 
takes by  just  building  greater  capacity, 
because  raw  material  was  so  cheap. 
But  now  our  raw  material  is  getting 
more  expensive,  as  it  has  been  for 
some  time  in  Europe,  so  they've  con- 
tinued to  get  the  engineering  content 
into  their  products.  As  a  result,  today 
they're  in  good,  strong  contention  in 
this  field,  as  it's  the  Americans  who 
are  scrambling  to  catch  up. 

This  is  the  technological  side  of  mar- 
keting, isn't  it?  Product  improvement, 
that  sort  of  thing.  Do  you  feel  the 
U.S.  has  slipped  here,  too? 

Sorenson:  We've  tended  to  neglect 
the  mundane  "poor  businesses"  in  our 
infatnation  with  the  great  glamour 
growth  businesses  such  as  aerospace, 
computers     and     electronics,     which 
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Vermont  is  tossing  a  party 
for  drunk  drivers. 


It's  a  private  party  in  an  enforcement 
officer's  home.  A  friendly  and  sociable  party, 
yet  with  a  serious  purpose :  training 
special  enforcement  officers  by  giving  them 
a  taste  of  a  problem-drinker's  defenses. 

"Rugged  rubber  buggy  bumpers . . ." 

The  trainees  are  doled  out  measured 
amounts  of  alcohol.  Their  blood  alcohol  levels 
are  brought  up  to  the  state's  intoxication 
standard  of  .10%. 
"Rugger  rubby  bumpy  buggers ..." 
They're  questioned  by  other  trainees. 
They're  given  coordination  tests. 
Invariably  they  maintain  they're  not  drunk. 
"Rubble  gubble  dubby  bubbles . . ." 

Invariably  they  have  to  be  driven  home; 
they  are  definitely  impaired.  Simulation  techniques  like  this  are  one  aspect  of  Vermont's 
Project  CRASH,  Countermeasures  Related  to  Alcohol  Safety  on  the  Highways. 

It's  a  statewide  program  attacking  the  problem  through  research,  diagnosis,  licensing, 
probation,  public  information,  and  of  course,  effective  enforcement.  And  it  works. 

Faced  with  trained  interrogation,  with  breath  tests  and  videotapes,  most  offenders 
plead  guilty.  For  them  the  party's  over. 

Through  such  projects  across  the  country,  the  National  Highway  Traffic  Safety 
Administration  is  developing  recommendations  for  an  effective  nationwide  program  to 
stop  drunk  driving. 

State  Farm  endorses  this  effort  because  nearly  thirty  thousand  drivers,  passengers  and 
pedestrians  were  killed  last  year  in  alcohol-related  accidents. 

You  can  help.  For  information,  write  the  National  Highway  Traffic  Safety 
Administration,  Department  of  Transportation,  Washington,  D.C.  20590. 


STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY 
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As  I  See  It 


have  not  had  much  civilian  fallout. 
On  the  civilian  side,  we  have  not  been 
spending  as  much  proportionately  as 
the  Europeans  have.  According  to 
Commerce  Department  figures,  if  you 
factor  out  military  research  and  de- 
velopment, as  of  1968  the  U.S.  spent 
1.5%  of  its  gross  national  product  on 
civilian  research  and  development, 
while  Germany  spent  2.6?. 

Look  at  the  Swiss  in  pharmaceuti- 
cals and  chemicals:  They're  very 
strong,  and  one  reason  is  that  they 
use  other  countries  as  test  markets  for 
the  U.S.  I  can't  find  instances  where 
U.S. -based  multinational  companies 
are  doing  significant  development  and 
testing  of  products  in  order  to  bring 
those  products  back  to  the  U.S.— cer- 
tainly none  of  the  consumer  nondu- 
rable companies  in  the  food,  soap,  cos- 
metic, toiletries  fields. 

The  U.S.  lag  has  been  especially 
noticeable  in  automobiles.  The  kinds 
of  European  new-product  firsts  range 
all  the  way  from  the  Wankel  engine 
to  radial  tires  and  disc  brakes  and 
torsion-bar  suspension  and  fuel  injec- 
tion and  safety  belts.  In  the  U.S.  the 
basic  design  of  the  automobile  hasn't 
changed  significantly  since  power 
steering  and  power  brakes  and  the 
automatic  transmission. 

Another  thing  the  Europeans  have 
done  rather  well  is  to  build  aesthetic 
design  into  their  products,  particular- 
ly their  luxury  products.  And  I  think 
in  many  ways  there  is  more  quahty- 
consciousness.  It's  still  very  difficult  to 
get  the  concept  of  throw-away  con- 
tainers and  one-way  bottles  across  in 
Europe.  That's  the  reason  why  a  Eu- 
ropean family  produces  only  about  a 
fourth  the  amount  of  garbage  that 
an  American  family  does. 


Will 


we  survwer 


SoRENsoN:  Actually,  I  welcome  the 
Europeans  and  the  Japanese  casting 
their  eyes  on  the  U.S.,  and  I  hope  they 
are  as  aggressive  as  possible.  In  the 
long  run  it  will  be  healthy  for  us  as 
well.  The  area  with  the  most  uncer- 
tainty, looking  ahead,  is  the  area  of 
ser\'ices,  not  only  in  the  U.S.  but  in 
the  other  industrialized  sectors  as 
well.  I  don't  think  services  lend  them- 
selves as  well  to  multinationalism.  If 
the  U.S.  finds  some  way  to  transfer 
service  knowhow  internationally,  that 
could  be  the  next  U  S. -based  area  of 
multinational  growth.  Perhaps  the 
foods,  soaps,  cosmetics  and  toiletries 
may  be  able  to  lead  the  way  for  other 
service-oriented  businesses  like  whole- 
saling and  retailing.  ■ 
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Twinkle,  Twinkle,  Little  Star . , . 

Shooting  stars  are  beautiful— while  they 
last.   Take  Los  Angeles'  Whittaker  Corp. 


Whittakeb  Corp.  streaked  across  the 
1960s'  stock  market  like  a  meteor. 
From  under  $1  a  share  in  1964,  it  hit 
roughly  $46  in  1967,  topping  its  book 
value  by  13  times. 

Then,  as  far  as  it  had  soared,  it  fell. 
By  the  time  Whittaker  announced  a 
loss  of  over  $8  million  for  fiscal  1970, 
the  stock  had  skidded  to  6.  Out 
stepped  Dr.  William  Duke,  who  had 
stitched  together  the  patchwork  con- 
glomerate in  a  wild  five-year  acquisi- 
tion spree.  In  stepped  Joseph  F. 
Alibrandi,  who  had  made  Raytheon's 
Missile  Systems  division  that  compa- 
ny's most  profitable  unit. 

Much  was  expected  of  the  trim, 
clean-cut  Alibrandi,  then  41.  And  he 
did  not  disappoint.  In  his  first  year, 
Whittaker's  net  income  rose  to  $12.6 
million  on  sales  of  $566  million,  vs. 
the  earlier  year's  $8.4-million  loss  on 
sales  of  $792  million.  He  reduced  the 
company's  scar>'  1.9-to-l  debt-equity 
ratio  to  a  more  manageable  1.4  to  1. 
He  chopped  oflF  a  quarter  of  Whit- 
taker's 135  acquisitions,  concentrating 
those  remaining  in  metals,  transporta- 
tion, aerospace  and  textiles. 

Most  of  all,  he  impressed  people- 
bankers,  security  analysts,  the  finan- 
cial press.  Earnest,  articulate  and 
hard-working,  M. I. T. -trained  Alibran- 
di convinced  all  who  met  him  of  his 
ability  to  turn  Whittaker  around. 

Cracked  Image? 

But  this  spring,  a  couple  of  cracks 
appeared  in  his  fa9ade  of  success. 
First  came  the  stunning  news  that  one 
of  the  subsidiaries  Alibrandi  sold, 
Crown  Aluminum,  was  back  on  Whit- 
taker's hands  for  an  embarrassing  rea- 
son. The  new  purchasers  had  discov- 
ered a  $6-million  inventory  shortage. 
Initially,  theft  was  suspected,  but  one 
executive  recently  pointed  out:  "To 
heist  that  much  material  someone 
would  have  to  build  a  special  railroad 
siding  to  the  warehouse."  Now  Alibran- 
di suspects  an  insider  had  been  exag- 
gerating inventory  figures  for  years. 

How  could  that  have  happened  un- 
der Alibrandi's  new  and  elaborate  con- 
trols system?"  Says  he:  "With  130 
companies,  I  had  to  concentrate  on 
those  with  a  future  for  us.  Since  I'd 
already  decided  to  sell  Crown,  we 
didn't  do  as  much  as  we  should  to  get 
to  the  bottom  of  things." 

In  June  came  the  second  setback— 
$2.8  million  in  profits  already  reported 
by  Whittaker's  housing  subsidiaries 
were  missing,  too.  Alibrandi  again: 
"In    real    estate    accounting   you    can 


record  anticipated  profits  before  proj- 
ects are  even  started.  But  as  con- 
struction got  under  way  on  these  proj- 
ects, we  found  the  earnings  weren't 
really  there." 

^  All  this  raises  a  rough  question: 
Can  there  be  more  jack-in-the-box 
surprises  among  Whittaker's  remain- 
ing 80  operating  units? 

"Doggone  it,  we've  been  through 
those  companies  every  way  you  can 
conceive  of,"  Alibrandi  says.  But  he 
adds  with  becoming  reaHsm:  "Of 
course  I  took  that  position  five  months 
ago,  before  the  Crown  situation." 

Now  he'll  have  to  live  with  the 
two  setbacks:  "Those  problems  raised 
a  lot  of  questions,  psychologically  and 
from  an  image  point  of  view,  in  the 
financial  community,"  he  says.  "So 
we've  lost  a  year  in  achieving  our 
primary  objective,  to  establish  that 
this  is  a  viable  operating  company." 

Alibrandi  still  feels  he  can  do  that. 
He  insists  Whittaker,  trimmed  dowTi 
as  it  is  today,  has  real  strengths  to 
build  on,  including  the  nation's  No. 
One  pleasure  boat  operation  (sales: 
$58  million).  He  also  expects  to  de- 
velop specialized  forms  of  health  care 
as  a  profitable  new  business  in  the  U.S. 
and  abroad.  He  may  even  make  more 
acquisitions  if  he  finds  what  he  calls 
"targets  of  opportunity"— one,  say, 
that  would  offer  Whittaker  market 
dominance  in  a  given  field. 

Nor  has  Alibrandi  lost  all  his  ad- 
mirers: One  respected  West  Coast 
analyst  defends  his  bullishness  about 
Whittaker  simply  by  saying,  "I  trust 
Alibrandi."  But  though  the  stock  has 
been  as  high  as  143«  since  Alibrandi 
took  over,  it  recently  sold  at  1%.  ■ 

Alibrandi  of  Whittaker 


Look  Who's  Crying  Now 

Mounting  wage  rates,  foreign  dumping,  unfair  competition.  Sounds  like  an 
American  businessman  talldng.  Actually,  those  are  the  wails  of  Japanese  ex- 
ecutives suddenly  worried  about  one  of  their  prestige  industries:  cameras. 


When  Japanese  businessmen  launched 
their  postwar  invasion  of  foreign  mar- 
kets, one  of  their  Hrst  victories  was  in 
cameras.  In  the  early  years,  their 
Nikons  and  Canons  and  Minoltas 
pushed  Gemnany's  Leica  and  RoUei- 
flex  brands  hard.  Then,  when  the  sin- 
gle-lens reflex  camera  captured  the 
bulk  of  the  quality  market,  the  Japa- 
nese, especially  with  the  Asahi  Pen- 
tax,  walked  off  with  almost  all  the 
prizes.  Today  quality  cameras  are 
close  to  being  a  Japanese  monopoly. 

Western  businessmen  raised  the  ex- 
pected cry  of  "unfair-  competition  from 
cheap  Japanese  labor."  Since  a  Japa- 
nese worker  earned  almost  a  third  less 
than  a  German  worker,  it  was  im- 
possible to  compete  with  the  Japanese, 
German  camera  manufacturers  com- 
plained. What  added  insult  to  injury, 
they  said,  was  the  fact  that  Japanese 
cameras  were  imitations  of  German 
cameras.  The  Nikon  was  a  copy  of 
the  Contax,  the  Canon  of  the  Leica, 
the  Yashica  of  a  Rolleiflex  model. 

Actually,  the  Japanese  cameras 
were  better,  as  well  as  cheaper,  but 
the  low  price  unquestionably  was  a 
factor  in  making  them  so  popular. 

Fifteen  years  later,  look  at  who  is 
imdercutting  whom.  Last  year  the 
Zenit  camera,  a  single-lens  reflex,  be- 
gan selling  in  Japan  for  the  equivalent 
of  about  $45,  a  third  less  than  a  com- 
parable Japanese  camera.  The  Zenit 
is  made  in  the  U.S.S.R.  In  West  Ger- 
many, Canada  and  the  U.S.,  the  Com- 
munist Chinese  now  sell  camesas 
called  the  Seagull  and  the  Pearl  River. 
The  fornier  is  an  imitation  of  the  best- 
selling  Japanese  Minolta  SR-2  line, 
but  is  priced  an  average  one-sixth 
less.  In  Austialia,  East  German  camera 
makers  are  undercutting  Japanese  list 
prices  by  as  much  as  50%. 

The  Communist-made  cameras  are 
not  top-quality  cameras.  In  that  mar- 
ket, price  is  never  an  object.  In  the 
medium-quality  market,  however, 
priccv'always  is,  and  that  is  where  the 
Communists  are  offering  the  Japanese 
stiff  competition.  They're  now  selling 
as  many  cameras  in  the  United  King- 
dom as  the  Japanese,  for  example,  al- 
though the  value  is  nowhere  near  as 
great:  U.K.  photographic  imports 
from  Japan  last  year  ran  to  $7.8  mil- 
lion, as*  compared  with  $800,000  from 
East  Germany  and  less  than  $918,000 
from  the  Soviet  Union. 

For  Japan,  it  is  one  of  their  first 
tastes  of  the  same  U.S.  problems  they 
took  advantage  of  during  the  Fifties 


Price  /e//s  ^he 
story.  The  Chi- 
nese twin  lens  re- 
flex (right)  re- 
tails for  $80  in 
the  U.S.  and  else- 
where. Japan's 
Minolta  model 
sold  for  $140  un- 
til it  was  discon- 
tinued three  years 
ago.  The  German- 
owned  Rollei- 
Werke  sells  a  sim- 
pler version  of 
the  camera  shown 
here  for  over 
$200.  Rollei  has 
shifted  some  of  its 
manufacturing  to 
Singapore,  trying 
to  get  back  into 
the  competition. 
Rollei  is  planning 
to  reduce  the  price 
of  its  cameras 
by  almost  25%. 
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treat  you 
best 
business  lunch 
you  ever  had. 

To  prove  that  for  more  than  50  years  Schrafft's  Business  Food 
Service  has  offered  companies  like  yours  the  most  ideally 
operated  and  managed  employee  and  executive  dining  facili- 
ties, we're  inviting  you  to  see  and  taste  for  yourself. 

Join  us  for  lunch  at  one  of  our  many  business  food  service 
locations  and  compare  our  experience,  know-how,  efficiency 
and  flexibility  to  your  present  operation. 

If  you  have  any  responsibility  for  your  company's  food  serv- 
ice system,  call  or  write  Dick  Harris,  Schrafft's  Business  Food 
Service,  556  Fifth  Avenue,  New  York,  N.Y.  10036   (212) 
489-6500.  He'll  let  you  try  our  lunch  before  you  buy  it. 

Schrafft's  Business  Food  Service. 


SOUTHERN  NEW  ENGLAND  TELEPHONE 

is  pleased  to  announce  that  its 

common  stock  is  now  traded  on  the 

New  York  Stock  Exchange. 

The  symbol  is 

SNG 

Southern  New  England  Telephone  is  a  direct  descendant  of 
the  world's  first  telephone  company,  which  began  opera- 
ting in  New  Haven,  Connecticut  in  1878.  Today,  we  provide 
communications  services  in  virtually  all  of  Connecticut. 

Southern  New  England  Telephone  is  an  associated  com- 
pany of  the  Bell  System,  with  approximately  17  percent  of 
our  stock  owned  by  the  American  Telephone  and  Tele- 
graph Company.  We  have  paid  uninterrupted  dividends 
since  1891.  With  more  than  88,000,  we  rank  third  in  the 
number  of  stockholders  among  all  telephone  corpora- 
tions in  the  country.  At  present,  assets  of  the  company  total 
$920,000,000  and  revenues  for  the  first  six  months  of  1972 
amounted  to  $172,000,000. 

For  a  copy  of  our  1971  annual  report,  please  write: 
Southern  New  England  Telephone,  P.O.  Box  1562,  New 
Haven,  Connecticut  06506. 


and  Sixties.  There  are  mounting  labor 
costs.  Wages  are  growing  at  15%  to 
20%  a  year.  Ten  years  ago,  the  typical 
Japanese  factory  worker  earned  29 
cents  an  hour.  Today  that  figure  is 
$1.46.  With  labor  80%  of  the  cost  of  a 
camera,  Japan's  longtime  cost  edge  is 
rapidly  evaporating. 

Then  there  is  the  desire  of  the 
Communist  Chinese,  East  Germans 
and  Russians  for  dollars  and  other  cur- 
«rencies,  the  same  eagerness  that  char- 
acterized Japan  during  the  past  two 
decades.  This  means  that  the  Com- 
munists are  willing  to  sell  a  camera 
overseas  for  less  than  it  costs  to  make; 
they  can  always  make  up  the  differ- 
ence on  the  home  market.  "When  they 
want  dollars  for  any  reason,  they  don't 
care  what  price  they  sell  at,"  says 
Sam  Kusumoto,  head  of  Minolta  op- 
erations in  the  U.S. 

And  adding  to  the  headaches  of 
Japan's  camera  industry  was  the  yen 
revaluation,  which  forced  most  of  the 
companies  to  raise  export  prices  15%. 
(Over  half  of  the  cameras  produced 
are  exported.)  For  example,  Nikon 
Fs  went  from  $230  to  $265. 

Like  the  Japanese,  the  Commimists 
have  been  quick  to  see  why  cameras 
are  an  ideal  entree  into  international 
trade.  Their  high  labor  content,  of 
course,  gives  low-wage  coimtries  a 
big  advantage.  Their  relatively  high 
price  and  small  size  minimize  the  im- 


No  workers  are  more  disciplined 
thar}  the  Japar)ese— witness  these 
Canon  camera  trainees  made  to 
hammer  on  anvils  in  order  to 
make  them  "docile  and  easy  to 
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portance  of  shipping  costs.  And  the 
technology,  once  developed,  can  eas- 
ily be  copied. 

To  offset  their  increased  labor  costs, 
the  Japanese  are  setting  up  plants  in 
Southeast  Asia.  Yashica  is  making 
cameras  in  Hong  Kong,  where  costs 
will  average  20%  lower.  Ricoh  and 
Canon  have  gone  into  Taiwan.  Mam- 
iya  is  manufacturing  in  Korea. 

The  Japanese  are  also  making  some 
other  sensible  moves.  They  are  shifting 
more  of  their  production  from  mod- 
erate-priced ($100  to  $250)  cameras 
to  expensive  ($250  and  up)  ones.  In 
all  probability,  they  would  have  done 
this  even  if  the  Communists  had  not 
entered  the  medium-quality  market. 
The  Japanese  are  keenly  aware  that 
as  wages  rise  a  nation  must  produce 
higher  and  higher  quality  goods,  be- 
cause it  will  be  increasingly  unable  to 
compete  with  low-wage  countries  in 
low-quality  goods.  Even  before  they 
started  producing  cameras  in  low- 
wage  areas  like  Hong  Kong,  Taiwan 
and  Korea,  they  already  had  started 
producing  low-quality  textiles  there. 

What  the  Communist  camera  threat 
did,  therefore,  was  merely  to  step  up 
the  move  abroad. 

Still,  the  gods  must  be  laughing. 
Here  are  the  Japanese,  long  a  target 
for  charges  of  unfair  competition.  And 
now  they're  being  undercut  by  the 
Communists.  ■ 


handle,"  as  fheir  insirucior  puts  if. 
But  such  is  the  power  of  econom- 
ics that  even  these  loyal  employ- 
ees are  pricing  Japan  out  of  many 
markets,  like  low-priced  cameras. 


Hoivdoes 
your  business 

inkestment 
compare  to 
ours? 


BUSINESS  INVESTMENT  COMPARISON  CHART 

Rate  your  investment  by  answering  the  five  questions  below  and  total  the  rating  point  for  each  of  the  answers. 
For  example,  if  your  depreciation  schedule  is  8  years,  enter  a  "2"  in  that  column.   When  you've  filled  in  the 
blanks,  simply  total  them  for  your  comparison. 

Ratine  Points 

0 

1 

2 

3 

4 

5 

Total 
Score 

What  is  your 
depreciation? 

10  yrs. 

9  yrs. 

8  yrs. 

7  yrs. 

6  yrs. 

5  yrs. 

What  is  your  return 
on  investment? 

0-5% 

5-10% 

10-20% 

20-30% 

30-40% 

40+% 

What  is  your  labor  cost 
as  a  percentage  of 
gross  sales? 

35% 

30% 

25% 

20% 

15% 

10% 

What  are  your  current 
receivables  as  a  per- 
centage of  sales? 

50% 

40% 

30% 

20% 

10% 

-  0  -% 

How  much  manage- 
ment time  per  month? 

100  hrs. 

80  hrs. 

60  hrs. 

40  hrs. 

20  hrs. 

10  hrs. 
or  less 

HANNA  SCORED  25     .     .     .                                                 YOUR  TOTAL  SCORE:                      1 
21-25=  Excellent                18-20  =  Good                14-1 7  =  Fair                                              | 

If  you  scored  18-20,  you  have  cause  for 
feeling  secure  in  your  present  investment. 
Secure,  that  is,  if  you  are  satisfied  with 
adequate  rather  than  superior  returns  on 
your  investment  dollar. 

If  you  would  nice  to  score  21-25,  may 
we  encourage  you  to  contact  Hanna  In- 
dustries. We  can  show  you  how  to  Finan- 
cially Engineer  an  investment  in  the  car 
wash  industry  that  offers  immediate  cash 
flow,  no  inventory,  no  receivables  and  low 
labor  requirements.  In  addition,  you'll  en- 
joy many  tax  advantages  and  an  excellent 
market  potential  in  the  rapidly  expanding 
car  wash  industry. 

And  now  Hanna  Industries  otterv  a 
.structurally  integrated  system  that  com- 
bines both  car  wash  equipment  and  build- 
ing into  a  complete  package  making  this 
industry  an  even  better   investment   with 


accelerated  depreciation,  easier  financing, 
and  tested  designs  which  complement  the 
most  stringent  ecological  and  aesthetic 
demands. 

For  further  information  call  toll-free 
800/547-7911.  Plan  'o  see  the  Hanna  car 
wash  exhibit  at  the  National  Car  Wash 
Council  Convention  October  18-20  at  Mc- 
Cormick  Place,  Chicago,  Illinois. 


HANNA 
INDUSTRIES 

Dep(.  C 

P.O.  BOX  3736. 

PORTLAND,  OREGON  9720H 
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Paul  Sandberg  helped  us  keep  225  people 

off  the  unemployment  line. 

We  wanted  to  buy  a  business  that  was  going  out  of 
business.  A  business  that  was  going  bankrupt. 

We  had  everything  needed  to  nnake  the  company 
work.  New  managennent.  New  ideas.  Everything,  but 
nnoney.  And  we  needed  it  fast.  225  people  were  about 
to  lose  their  jobs. 

Then  Paul  Sandberg  went  to  work. 

He's  the  Senior  Vice  President  in  charge  of  Loan 
Administration  at  Marine  Midland  Bank-Chautauqua,  N.  A. 
And  he  wasn't  afraid  to  get  involved. 

Within  four  days,  we  had  approval  on  a  Small 
Business  Administration  loan.  And  Paul  quickly  helped  us 
secure  a  Capital  Term  Loan  and  establish  a  Credit  Line. 

Then,  with  almost  two  million  dollars  in  our  pockets, 
we  were  able  to  pay  the  bills,  buy  the  business,  and 
restructure  the  corporation.  And  we  still  had  some 
money  left  to  work  with. 

Before  we  knew  it,  we  were  in  business.  That's  the 
way  it  is  at  Marine  Midland.  Businessmen,  like  us,  can 
work  directly  with  a  senior  officer,  without  red  tape  and 
without  wasting  time. 

We're  starting  to  make  money  now.  And  that's  good. 
But,  even  better,  225  people  didn't  lose  their  jobs. 
Because  Paul  Sandberg  knew  how  to  do  his. 


It's  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  Banks. 

OVER  275  OFFICES  THROUGHOUT  NEWYORK  AND  OVERSEAS. 


Too  Hot  to  Hold? 

Sagging  Interstate  Stores  has  one  hot 
division.  It  may  be  too  hot  to  keep. 


Pay  the  piper,  call  the  tune.  But 
what  if  your  piper  has  ambitions  of 
his  own  and  you're  short  of  cash? 
This  is  the  problem  that  faces  62- 
year-old  Chairman  Sol  W.  Cantor  of 
Interstate  Stores,  Inc.,  the  man  who 
once  led  Interstate  Stores  from  poverty 
to  riches. 

Some  20  years  ago  Cantor  climaxed 
a  rise  from  a  $12-a-week  buying  job 
by  becoming  president  of  Interstate, 
then  a  sickly  chain  of  51  badly  locat- 
ed department  stores.  By  selling  off 
18  stores,  Cantor  financed  his  way  in- 
to discounting— then  the  hot  retail 
sector— and  a  fortune.  By  1968  he  had 
raised  Interstate's  sales  tenfold  to  $641 
million,  its  net  earnings  nearly  16 
times  from  $650,000  to  $10.9  million, 
or  $2.27  a  share.  The  market  reacted 
by  sweeping  Interstate's  stock  from 
under  3  to  over  46,  making  Cantor 
worth  close  to  $1.8  million  on  paper. 

Since  then,  of  course,  the  bloom  is 
off  discounting.  Cantor's  last  success 
was  to  diversify  Interstate  into  the 
fast-growing  toy  business.  He  bought 
a  chain  of  four  toy  supermarkets,  now 
called  Toys-R-Us,  and  signed  up  the 
owner,  Charles  Lazarus,  now  48.  Re- 
maining as  a  salaried  executive,  Laza- 
rus within  five  years  expanded  the 
chain   to   37,   with    $90-million   sales 


and    earnings    of   over    $4.5    million. 

But  the  basic  business  has  been  in 
deep  trouble.  Last  year  on  sales  of 
about  $620  milhon,  the  nontoy  part 
of  the  business  lost  over  $4  million; 
Interstate's  107  White  Front  and 
Topps  discount  stores  were  the  heavy 
losers.  Overall,  the  whole  company 
was  in  the  black  by  only  $568,000. 

Cantor  now  confesses  that  in  1968 
he  made  a  mistake  that  was  probably 
the  supreme  error  of  his  life:  He  hs- 
tened  to  friends  and  advisers  who  ar- 
gued that  Interstate  had  grown  too 
big  for  one  man  to  run.  He  took  their 
advice,  and  in  late  1968  handed  over 
the  presidency  to  Robert  Riesner,  40, 
whose  background  as  head  of  the  J.M. 
Fields  discounting  chain  seemed  to 
qualify  him  for  the  job. 

Cantor  then  sat  back  and  watched 
the  company  go  from  good  to  bad  to 
worse.  In  part.  Interstate  was  hit  by 
the  recession.  Riesner,  however,  con- 
tinued a  rapid  expansion,  while  at 
the  same  time  trying  to  centralize  con- 
trol on  newly  installed  computers. 
What  happened?  Inventory  bottle- 
necks, falling  margins  and  big  losses 
in  Interstate  discount  operation.  Three 
short  years  were  sufficient  to  undo  all 
that  Sol  Cantor  had  managed  to 
achieve:  From  $2.27  a  share  in  1968, 


earnings  fell  to  just  1 1  cents  last  year. 

By  last  October  Cantor  could  stand 
it  no  longer.  Accepting  Riesner's  res- 
ignation in  January,  the  aging  retailer 
resumed  responsibility  as  chief  execu- 
tive. Then,  dusting  off  the  old  strategy 
of  the  Fifties,  he  began  selling  money- 
losing  stores  and  putting  the  cash 
into  faster-growing  ones.  "This  situa- 
tion," says  Cantor,  "is  a  dead  ringer 
for  the  one  that  existed  a  dozen  or 
so  years  back.  We  built  Interstate 
Into  a  highly  profitable  operation  once, 
and  we'll  do  it  again." 

But  will  he?  Times  may  have 
changed  more  than  Cantor  will  allow. 
For  one  thing,  discounting  is  no  long- 
er the  exciting  frontier  it  once  seemed 
to  be;  too  many  competitors  have 
crowded  in.  (S.S.  Kresge  alone,  for 
example,  already  has  456  K  marts,  and 
plans  to  open  40  more  this  year.) 
Perhaps  that  is  why  Cantor,  having 
raised  $6  million  by  selling  eight 
stores,  is  finding  few  takers  for  a  doz- 
en more  he  has  put  on  the  block. 

Interstate's  finances  are  also  a  good 
deal  more  complex  than  they  used  to 
be.  Long-term  debt,  $6  million  in 
1962,  has  risen  elevenfold  to  $66  mil- 
lion, and  short-term  borrowings  as  of 
April  1972  ran  to  another  $31.5  mil- 
lion. Since  then  Cantor  claims  to  have 
done  some  whittling  on  both  Inter- 
state's short-term  debt  and  on  its  in- 
ventories; but  he  has  not  restored  the 
dividend,  omitted  in  1970.  And  while 
Interstate's  sales  have  tripled  since 
1962,  inventories  and  minimum  rent- 


Game  Over?  Charles  Lazarus 
(right)  got  rich  by  joining  Sol  Can- 
for  and  his  Infersfate  Stores.  But 
now  that  Interstate  is  short  of  cash, 
Lazarus  wonders  if  he  wouldn't  get 
even  richer  by  playing  on  his  own. 


'  We  make  the  boats  that  make  the 
waVes.  Fiberglass  boats  of  all  sizes. 

We  are  U.S.  Industries,  Inc.  A  com- 
pany of  companies.  One  of  our  compa- 
nies can  help  you  finance  that  boat. 
Another  can  supply  you  with  the  fishing 
tackle  and  sports  eguipment.  Still  others 
can  deck  you  out  in  fashionable  cruise 
wear  or  rugged  foul-weather  gear. 


USI  companies  haven't  lest  their 
pride  and  individuality  as  companies. 
They  haven't  lost  sight  of  the  real  reason 
they're  in  business.  To  serve  their  cus- 
tomers and  serve  them  well. 

USI  companies  are  free  to  chart  their 
own  courses  to  give  you  good  value  and 
good  service. 

And  that  makes  a  world  of  difference. 


Be  sure  to  watch  the  USI  Golf  Classic  on  CBS-TV.  August  19  and  20. 


U.S.  INDUSTRIES,  INO. 

The  company  -that  makes  a  world  of  difference. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  oj  an  offer 
to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


$60,000,000 

Dart  Industries  Inc. 

4V4%  Subordinated  Debentures 
due  July  15,  1997 


Exchangeable  on  and  after  August  1,  1973  at  a  rate  of  10.75  shares 

per  $1,000  Debenture,  subject  to  adjustment  in  certain  events 

described  in  the  Prospectus,  into  Common  Stock  of 


Minnesota  Mining  and  Manufacturing  Company 


Price  100% 

Plus  accrued  interest  from  July  15,  1972. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only 
from  such  of  the  several  Underwriters,  including  the  under" 
signed,  as  nuxy   lawfully  offer  the  securities  in  such   State. 


Lehman  Brothers       Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Blyth  &  Co.,  Inc. 


Donaldson,  Lufkin  &  Jenrette,  Inc. 


Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 


Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co.      Kuhn,  Loeb  &  Co.      Lazard  Freres  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co.       Salomon  Brothers       Smith,  Barney  &  Co. 

Incorporated 


White,  Weld  &  Co. 

Incorporated 

July  18,  1972. 


Dean  Witter  &  Co. 

Incorporated 


al  obligations  have  risen  even  faster. 
W^hich  is  why  Cantor  has  been 
looking  to  Lazarus,  his  only  real  bread- 
winner, to  help  him  out  of  his  difficul- 
ties. But  now  Lazarus  could  be  a  prob- 
lem as  well  as  a  boon.  Lazarus  is  am- 
bitious: "I  want  to  run  the  biggest, 
the  best  toy  company  in  the  world," 
he  says,  adding  that  he  wants  Toys- 
R-Us  to  at  least  double  in  size  within 
tjiree  years.  But  this  takes  money.  Can- 
tor needs  money  from  Toys-R-Us  to 
finance  his  rebuilding  of  the  rest  of 
Interstate,  particularly  if  he  can't 
raise  cash  by  selling  his  money-los- 
ing stores.  And  who  wants  to  buy  a 
money-loser  anyway? 

Options  Limited 

If  Cantor  does  uot  give  Lazarus  the 
money  he  wants— and  it  seems  doubt- 
ful that  he  can— then  Lazarus  has  two 
choices.  Either  1)  he  can  demand 
that  Cantor  spin  off  Toys-R-Us  from 
Interstate  so  that  it  can  raise  its  own 
capital;  and  in  urging  this  course  he 
would  have  all  the  persuasiveness  that 
any  company's  profit  producer  has 
with  its  board  of  directors,  or  2)  he 
can  quit  Interstate  and  start  afresh. 

Cantor  has  done  all  he  can  to  keep 
Lazams  happy,  allowing  him  to  set 
up  offices  separate  from  Interstate 's, 
and  paying  him  $225,000  in  salary 
last  year,  vs.  Cantor's  own  $149,000. 
When  Lazarus  sold  out  to  Interstate 
in  1967  he  insisted  on  cash. 

How  much  did  he  get?  Lazarus 
won't  say,  but  a  safe  bet  would  be  at 
least  $6  million,  and  possibly  more. 
That's  a  lot  of  money,  but  it's  not  as 
much  as  Toys-R-Us  might  have  pro- 
duced on  its  own  as  a  hot  new  issue. 
Lazarus  concedes  he  eyes  jealously 
the  success  of  Boston-based  competi- 
tor Child  World,  which  recently  sold 
shares  to  the  public  at  42  times  earn- 
ings. At  42  times  earnings,  Toys-R-Us 
would  have  a  market  \alue  of  nearly 
$200  million— cs.  only  $38  million  for 
oil  of  Interstate  today! 

"I  look  at  their  earnings,  then  at 
mine,  which  are  not  publicly  disclosed, 
and  it  upsets  me,"  says  Lazarus.  And 
there  would  be  fringe  benefits  to  run- 
ning one's  own  company:  "Would  I 
like  the  firm  out  there  in  the  public 
limelight?  I'd  love  it.  I'd  be  less  than 
human  if  I  didn't  admit  that." 

He  has  even  considered  the  possi- 
bility of  starling  another  chain  from 
scratch.  "I  could  do  it  all  over  again 
with  products  other  than  Ions,"  he 
says,  "and  one  day  I  may." 

One  thing  C^antor  need  not  fear  is 
that  Lazarus  will  covet  his  own  job  as 
head  of  Interstate.  "I  prefer  toys,"  says 
Lazarus.  Lazarus,  it  seems,  wants  to 
play  his  own  tunes  on  his  own  pipe, 
and  Cantor  may  not  have  the  means 
to  stop  him.   ■ 
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1972  Forbes  Mutual  Fund  Ratings 


"The  no-load  mutual  funds,  until  recently  the 
ugly  duckling  of  the  investment  company 
brood,  may  emerge  a  big  winner  as  a  result  of 
changes  currently  sweeping  the  investment 
community"— FORBES  Mutual  Fund  Survey  1971. 


Mutual  Funds  1971 

The  No-Loads 


Is  the 

Ugly  Duckling 

Turning  Into 

a  Swan? 


After  deducting  redemptions  from 
the  sales  of  new  shares,  no-load  mu- 
tual funds  (which  employ  no  sales- 
men and  hence  have  no  sales 
charge)  have  been  gaining  busi- 
ness at  a  rate  of  nearly  $35  million 
a  month  this  year. 

Meanwhile,  the  load-charging 
mutual  funds  as  a  group  were  hav- 
ing to  pay  out  more  in  redemptions 
than  they  took  in  from  new  sales; 
they  were  losing  business  at  the  rate 
of  nearly  $160  million  a  month  in 
the  first  half  of  1972.  While  the 
ugly  duckling  was  turning  into  a 
swan,  the  old  swan  was  losing 
feathers  at  an  alarming  rate. 

Overall,  however,  the  triumph 
of .  the  no-loads  wasn't  enough  to 
reHeem  the  setback  for  the  load 
funds.  Mutual  funds,  taken  as  an 
industry,  were  losing  assets  at  the 
rate  of  $100  million  a  month,  more 
than  $1  billion  a  year.  Why? 

Some  funds  certainly  desei^ved  to 
lose.  As  every  Forbes  Mutual  Fund 
Survey  makes  clear,  quite  a  number 
of  fund  managements  do  not  earn 
their  keep.  But  other  funds,  espe- 
cially those  with  A  + ,  A  and  even  B 
ratings,  do  earn  their  keep— and  in 
many  cases  much  more  than  their 


keep.  So,  why  are  mutual  funds  as 
a  group  losing  ground? 

There  are  many  theories,  but 
most  of  them  are  just  that,  theories 
based  on  after-the-fact  hypotheses. 
Seeking  a  better  answer,  Forbes 
asked  Staff  Writer  Michael  Clowes 
to  analyze  mutual  funds,  not  as  a 
unique  sales  problem,  but  as  just 
another  marketing  situation.  Clowes 
studied  marketing  at  Columbia 
University's  School  of  Business  Ad- 
ministration and  practiced  it  as  a 
brand  assistant  at  Procter  &  Gam- 
ble. "Look  at  funds  like  a  bar  of 


soap,"  we  said.  "Forget  the  mys- 
tery." Here  is  his  report  on  why 
mutual  funds  are  losing  ground: 

The  fact  that  the  no-loads  gained 
ground  while  the  load  funds  lost 
ground  helps  us  isolate  the  prob- 
lem. The  problem  was  not  so  much 
redemptions  as  sales.  As  a  percent- 
age of  assets,  the  no-loads  were  hit 
almost  as  hard  by  redemptions  as 
the  load  funds.  The  difference  was 
in  the  sales.  Annualized,  no-load 
sales  were  running  close  to  15%  of 
assets;  load  fund  sales  were  ixin- 
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Questions  lor  management 

looking  lor 

new  plant  locations 

Before  authorizing  the  search,  here  are  some 
questions  to  consider, 

•  Will  our  survey  be  made  impartially,  free  from 
internal  prejudices  and  external  pressures? 

•  Will  the  results  be  presented  with  clearly 
defined  recommendations  backed  up  by  facts? 

•  Will  the  survey  be  handled  confidentially  so 
that  we  have  complete  control  of  publicity? 

•  Will  the  survey  be  made  in  logical  sequence, 
isolating  the  best  location  step  by  step? 

•  Can  my  people  sift  the  many  claims  they'll 
receive? 

•  Do  we  have  the  resources  to  follow  through 
on  optioning  and  proving  out  a  site? 

An  Austin  Plant  Location  Survey  can  help  you 
answer  these  important  questions.  It  is  one  of 
seven  Austin  engineering-economic-consulting 
services  which  are  an  important  initial  step 
in  a  systems  approach  to  the  development  of 
optimum  solutions  to  plant  facility  problems. 

For  further  information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 
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The  Funds 


ning  only  around  1%  of  assets. 

In  other  words,  everybody  had 
redemption  problems.  But  not 
everybody  had  sales  problems.  We 
conclude,  therefore,  that  the  funds 
are  in  trouble,  not  because  people 
are  cashing  in  their  shares— which 
is,  after  all,  one  of  the  rights  that 
goes  with  a  mutual  fund— but  be- 
cause the  funds  aren't  bringing  in 
new  money  fast  enough  to  replace 
what  is  going  out. 

And  so  we  have  a  classic  mar- 
keting problem.  Both  in  business 
school  and  in  actual  businesses  we 
learn  that  every  product  has  a  life 
cycle.  There  are  five  distinct 
phases:  introduction,  growth,  ma- 
turity, saturation  and  decline. 

Where  do  mutual  funds  fit  on 
this  curve?  That's  another  way  of 
asking  the  question:  Are  mutual 
funds  a  declining  business?  Or  are 
they  just  resting  preparatory  to  a 
further  climb? 

There's  no  doubt,  of  course,  that 
funds  have  already  passed  through 
the  first  phase— introduction.  At 
this  phase  only  sophisticated  or 
venturesome  people  buy  the  prod- 
uct. Mutual  funds  were  that  way 
in  the  early  Fifties  when  they  had 
around  a  million  shareholders  as 
against  the  current  11  million. 

There  is  strong  reason  to  believe 
that  the  real  growth  phase  also  has 
passed.  This  is  the  phase  when 
growth  is  truly  explosive.  Mutual 
funds  appear  to  have  gone  through 
this  phase  from  about  1952  to 
1965,  when  total  mutual  fund  as- 
sets climbed  from  under  $4  billion 
to  $35  billion  and  annual  net  sales 
rose  from  under  $600  million  to 
more  than  $2.3  billion.  Attracted  by 
this  golden  growth,  literally  hun- 
dreds of  new  funds  were  created; 
FonnEs'  first  Mutual  Fund  Survey 
in  1956  listed  184  funds;  this  year's 
lists  546. 

Since  then,  net  sales  have  de- 
clined abruptly:  $1.6  billion  in 
1970,  barely  $100  million  last  year 
and  a  negative  figure  so  far  this 
year.  Total  number  of  sharehold- 
er accounts  has  been  growing  at 
barely  3%  since  the  end  of  1969. 

So,  where  on  the  curve  are  the 
funds  now?  Are  they  in  phase 
three,  the  maturity  stage?  This  is 
when  growth  continues,  but  at  a 
declining  rate,  and  competition  be- 
comes rougher,  but  not  yet  cut- 
throat. 

Or  is  the  industry  in  the  fourth, 
the  saturation,  phase?  This  is  the 
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time  when  the  message  has  been 
carried  everywhere  and  most  of 
the  prospects  either  have  tried  the 
product  or  at  least  are  famihar 
with  it.  Differentiation  among  prod- 
ucts becomes  more  and  more  im- 
portant; a  soap  is  no  longer  just  a 
bar  of  soap,  but  it  is  something  for 
soft  hands  or  to  protect  you  against 
body  odor.  And  there  is  a  tendency 
to  cut  prices. 

The  funds  today  show  mixed 
symptoms  of  these  two  phases,  ma- 
turity and  saturation. 

After  maturity  and  saturation 
comes  what?  Comes  decline,  the 
last  phase,  and  one  to  which,  mar- 
keting theory  tells  us,  all  products 
are  prone.  But  marketing  theory 
also  tells  us  that  decline  can  be  pre- 
vented or  at  least  postponed.  This 
requires  innovation,  new  ideas, 
new  product  variations. 

That  the  current  troubles  of  the 
funds  are  more  than  a  phase  in  a 
growth  curve  is  quite  evident.  But 
it  is  equally  clear  that  the  indus- 
try's maturity  and  saturation  need 
not  necessarily  lead  to  decline. 

A  soap  company  confronted  with 
this  problem  would  look  first  at  its 
product  line  to  determine  if  it  was 
still  meeting  consumer  needs.  Are 
the  mutual  funds  meeting  these 
needs?  With  most  bonds  yielding 
7%-plus  and  with  all  kinds  of  tax 
shelters  available  to  investors,  it  can 
be  argued  that  investors  can  fill 
their  needs  elsewhere.  Still,  the  rec- 
ord is  clear:  The  best  of  the  funds 
have  done  a  satisfactory  job  •£>i 
keeping  investors  ahead  of  inflation. 

One  problem  is  that  the  funds 
have  been  restricted  to  a  highly 
limited  kind  of  distribution  sys- 
tem, their  sales  forces  and  invest- 
ment dealers,  a  group  whose  num- 
bers have  been  shrinking.  Some  in- 
novators in  the  mutual  fund  indus- 
try are  working  toward  broadening 
it.  George  Putnam  of  Putnam  funds 
(assets:  $2.3  billion)  has  visions  of 
one  day  marketing  funds  through 
Sears,  Roebuck  stores  and  Ameri- 
can Express  credit  cards,  as  well 
as  through  payroll  deductions 
(Forbes,  June  15). 

Another  innovator  is  Executive 
Vice  President-Marketing  James 
Richards  of  Financial  Programs 
Inc.,*  who  looks  to  the  day  when 
mutual  funds  will  be  affiliated  with 
banks.  "I  expect  to  see  the  day 
when  the  mutual  fund  will  be  the 
equity  counterpart  to  the  savings 
account,"  he  said.  "A  man  will  say, 
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TWO  VIEWS 

The  trend  for  mutual  fund   sales  (before  redemptions)  resembles  a 
typical  product  life  cycle  curve  entering  the  saturation  phase. 


But  if  one  views  1970  and  1971  as  aberrations 
and  ignores  them,  then  the  mutual  funds 
may  be  still  in  the  growth  phase. 


in 


'I've  got  $100  to  save  and  I'm  go- 
ing to  put  $50  in  my  interest-bear- 
ing, guaranteed  savings  account, 
and  I'm  going  to  put  $50  into  my 
equity  account.'  I  believe  this  is  the 
form  that  mutual  funds  are  des- 
tined to  take  in  the  future."  Rich- 
ards'  own   four   load   funds   have. 


meanwhile,  switched  to  no-load. 

Soapmakers  are  great  ones  for 
market  research,  and  some  funds 
have  followed  their  examples  with 
studies  of  why  consumers  are  re- 
deeming. The  studies  show  that  an 
average  of  about  22%  of  redeemers 
(Continued  on  page  97) 
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Ranking  the  Funds:  1972 


Most  of  the  mutual  fund  industry 
has  redeemed  itself  in  the  two  years 
since  the  1970  stock  market  crash. 
Slightly  over  half  the  funds  cov- 
ered in  Forbes'  Mutual  Fund  Sur- 
vey outperformed  the  Standard  & 
Poor's  500  Stock  Index  during  the 
latest  12  months.  And,  taking  the 
long  sweep  of  the  Forbes  Survey— 
from  1962  through  mid-1972-the 
average  fund  outperformed  the 
S&P  500  average. 

Aunt  Sara,  snug  in  her  diversi- 
fied and  professionally  managed 
mutual  fund,  has  done  better  re- 
cently than  most  of  her  more  ven- 
turesome nieces  and  nephews  who 
got  whipsawed  in  a  stock  market 
that  was  becoming  an  increasingly 
dangerous  place  for  nonprofession- 
als (and  for  a  good  many  of  the 
professionals  as  well).  Maybe  Aunt 
Sara  wasn't  getting  rich,  but  she 
did  get  a  nice  retxim  with  compara- 
tive safety.  (Since  1970,  use  of  the 
phrase  "preservation  of  capital"  has 
ceased  to  be  evidence  of  senility.) 

Stripped  of  their  glamour  as 
"performance"  vehicles,  the  mutual 
funds  seem  to  be  falling  back  on 
theii'  originally  useful  but  modest 
role:  striving  to  produce  a  slightly 


Since  it  is  given  to  no  man  to  fore- 
see the  future,  Forbes'  rankings 
must  of  necessity  be  based  on  past 
performance.  Do  such  measure- 
ments have  any  predictive  value? 
We  have  some  reason  to  believe 
that  they  do. 

Our  statisticians  analyzed  the 
nine  stock  funds  that  earned  A+  in 
up  markets  on  last  year's  survey. 
The  statisticians  discovered  that  six 
of  them— two-thirds— outperformed 
the  averages  again  in  the  latest  12 
months,  thus  preserving  their  A  + 
ratings.  Among  the  34  funds  that 
ranked  A  last  year,  62%  outper- 
formed the  averages  again  this  year. 

By  very  sharp  contrast,  only  39% 
of  the  C-rated  funds  outperformed 
the  averages  in  the  last  12  months. 
And  only  35%  of  the  D-rated  ones. 

Put  differently,  had  you  bought 
a  Forbes  A+  fund  a  year  ago,  the 
chances  are  2  to  1  it  would  have 
beaten  the  averages  over  the  next 
12  months.  With  a  C-rated  fund, 
your  chances  were  only  about  half 


above-average  return  with  a  mini- 
mum of  risk. 

Our  figures  show  that,  taken  as 
group,  the  mutual  funds  have 
achieved  this.  From  Jan.  1,  1962  to 
June  20,  1972,  the  S&P  500  appre- 
ciated at  a  compounded  average 
annual  rate  of  4.3%;  but  the  Forbes 
Mutual  Fund  Average  appreciated 
by  4.9%.  Throw  in  dividend  yields, 
and  the  typical  stock  mutual  fund 
earned  something  over  7%  per  year 
for  its  shareholders— around  6.5% 
after  amortizing  the  loading 
charge.  Spectacular?  No,  but  cer- 
tainly better  than  most  investors 
can  do  consistently  on  their  own. 

But  not  just  in  any  fund.  In  some 
cases  the  investor  would  have  been 
better  oflF  in  a  savings  bank. 

This  year  we  have  made  it  pos- 
sible for  readers  to  quickly  compare 
mutual  fund  returns  against  those 
of  bonds  and  savings  banks  and 
other  investments.  (This,  in  addi- 
tion to  our  long-established  con- 
sistency ratings. ) 

An  example  of  how  it  works:  Run 
your  eye  down  the  first  page  of 
the  ratings  to  Century  Shares  Trust. 
Century  scored  a  below-average  C 
in  up  markets  and  did  no  better  in 


The  Past  as  Prologue 


as   good  of  beating   the   averages. 

Experience  has  taught  investors 
that  this  year's  mutual  fund  leader 
can  often  be  next  year's  loser.  Why, 
then,  do  Forbes'  winners  have  a 
tendency  to  continue  winning?  Be- 
cause our  ratings  measure  not  just 
performance,  but  consistency  of 
performance,  year  after  year,  in  all 
kinds  of  markets.  (For  an  explana- 
tion of  how  the  ratings  are  earned, 
see  page  97.) 

Take  this  year's  figures  again. 
We  find  that  98  funds— an  impres- 
sive number— showed  capital  ap- 
preciation of  20%  or  more  in  12 
months— three  times  better  than  the 
S&P  average.  We  quickly  eliminate 
69  of  these,  because  they  are  new 
funds  (it  is  easy  for  funds  to  per- 
form well  when  they  are  new  and 
small)  and  they  have  not  yet  dem- 
onstrated consistency. 

That  leaves  29  established  mu- 
tual funds  that  gained  20%  or  more 
in  the  latest  12  months.  Could  you 
have  picked  these  big  winners  on 


down  markets.  What  about  its 
compounded  average  annual  re- 
turn? To  get  a  rough  figure,  sim- 
ply add  together  the  1962-72 
appreciation  figure  with  the  divi- 
dend return.  You  find  that  Century 
averaged  less  than  4.5%  (2.4%  in 
appreciation;  2%,  approximately,  in 
income).  Although  it  did  better  in 
the  latest  12  months.  Century's 
long-term  record  makes  it  no  match 
for  a  savings  bank. 

Now  run  your  eye  a  bit  further 
down  the  page  to  Chemical  Fund. 
Chemical's  numbers  are  as  good  as 
Century's  are  bad.  Chemical  scored 
a  superior  A  in  up  markets  and  an 
above-average  B  in  down  markets. 
On  appreciation  and  income  it  av- 
eraged a  return  of  better  than  10% 
over  a  ten-year  period.  And  it  hand- 
somely outperformed  the  averages 
in  the  latest  12  months  with  a  20% 
gain.  Clearly,  Chemical's  manage- 
ment earned  its  money. 

Quite  a  contrast.  Both  mutual 
funds,  both  measured  over  a  long 
period.  One  returns  better  than 
10^,  the  other  less  than  4.5%. 

And  so  it  goes.  But  that's  what 
Forbes'  Mutual  Fund  Survey  is  all 
about:  to  separate  the  sheep  from 
the  goats;  to  help  intelligent  inves- 
tors determine  which  fund  man- 
agements are  earning  their  keep 
and  which  are  not. 


the  basis  of  the  Forbes'  consistency 
ratings  last  year?  Not  precisely,  but 
the  ratings  would  have  been  a  big 
help.  Had  you  picked  from  funds 
that  scored  between  A+  and  B,  you 
would  have  had  about  one  chance 
in  five  of  ending  up  with  one  of 
the  year's  big  winners.  Had  you 
picked  a  fund  from  the  C  group, 
you  would  have  had  only  one 
chance  in  64.  Overall,  the  Ae- 
rated funds  averaged  a  gain  of 
14.8%;  the  average  gain  for  all  stock 
funds  was  only  8.8%.  (Because  the 
latest  12  months  showed  a  rising 
market,  we  have  talked  only  about 
performance  in  up  markets.  But 
don't  forget  that  perfomiance  in 
clown  markets  is  important,  too.) 

Lightning,  performance  light- 
ning, does  have  a  tendency  to  strike 
again  and  again.  Good  manage- 
ment can  indeed  be  a  consistent 
thing  and  not  just  a  matter  of  luck. 
We  think  our  ratings  arc  better 
calculated  than  other  ratings  sys- 
tems to  catch  this  elusive  clcinciil. 
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12  Months 


lO-Ytar 
Average 
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Growth 
Rate 


DMdend 
Return 


Assets 

in 
Millions 


Maximum 

Sales 

Charge 


Annual 

Expenses 

(Cents  per 

$100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


7.50/0 
6.6% 


4.3o^ 
4.9% 


3.1% 
2.4% 


STOCK  FUNDS  (LOAD) 


B 
D 
C 
D 


F 
A 
C 
F 


Admiralty  Funds 

Grovrth  Series —13.3% 

Income  Series — 0.2 

Insurance  Series 4.7 

Advisers  Fund  — 10.9 

Affiliated  Fund   —3.3 

All  American  Fund  (started  2/64)  17.7 

American  Diversified  Investors  Fund  (started  12/64)  2.1 

American  Express  Capital  Fund  6.8 

American  Express  Stock  Fund  — 4.7 

American  Growth  Fund   2.8 

American  i\1iitual  Fund — 0.5 

American  National  Growth  Fund  12.6 

Anchor  Growth  Fund 2.3 

Axe-Houghton  Stock  Fund 6.9 

Axe  Science  Corp 10.2 

Bayrock  Growth  Fund   11.4 

Bondstock  Corp. — 2.7 

Broad  Street  Investing  Corp 8.8 

The  Brown  Fund  of  Hawaii 8.8 

Bullock  Fund 6.9 

Businessman's  Fund  — 3.4 

Capamerica  Fund  (started  2/65)  0.9 

Capital  Investors  Growth  Fund 5.7 

Capital  Shares 2.0 

Century  Shares  Trust  Mlfc^-^ 

Channing  Funds  ^^^' 

Common  Stock  Fund 2.3 

Growth  Fund  .  .* 21.7 

Special  Fund  17.0 

The  Chase  Fund  of  Boston 14.5 

Chemical  Fund   20.5 

The  Colonial  Fund '  1.6 

Colonial  Growth  Shares %  9.1 

Commerce  Fund   ':  11.3 

Common  Stock  Fund  of  State  Bond  &  Mtge  Co.  14.2 

Commonwealth  Fund  Indenture  of  Trust  Plans  A  &  B  6.9 
Commonwealth  Fund  Indenture  of  Trust  Plan  C  . . .  ^^^3.8 

Composite  Fund  |^^^.4 

Corporate  Leaders  Tr  Fund  Certificates,  Series  "B"   ^^**7.5 

Crown  Western  Investments 

Dallas  Fund 95 

Diversified  Fund   — 0.7 

Decatur  Income  Fund  2.6 

Delaware  Fund  5.1 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 
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EXPLANATION  OF  COLUMN    HEADINGS 

The  Performance  Ratings  are  based  on  the  following  UP  and 
DOWN' markets:  UP,  6/30/62-2/9/66;  10/7/66-11/29/68: 
5/26/70-6/30/72.  DOWN,  12/31/61-6/30/62;  2/9/66- 
10/7/66;  11/29/68-5/26/70.  (Only  funds  in  existence  for 
at  least  six  of  the  measured  periods  are  given  a  FORBES  per- 
formance rating.)  In  determining  both  the  performance  rat- 
ings and  the  percentage  figures  in  the  Dollar  Results  section, 


all  capital  gains  distributions  have  been  reinvested,  but  in- 
come dividends  have  not.  All  results  are  based  on  investments 
at  net  asset  value  and  do  not  allow  for  sales  charges.  In  Dol- 
lar Results  section,  the  latest  12  months  covers  the  period 
from  June  30,  1971  to  June  30,  1972;  the  10-year  average 
annual  growth  rate  covers  the  period  from  January  1,  1962  to 
June  30,  1972.  Annual  expenses  include  management  fees 
and  operating  expenses  as  a  percentage  of  average  net  assets. 
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Millions 


Maximum 

Sales 

Charge 


Annual 

Expenses 

(Cents  per 

$100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


7.5% 
6.60/0 


4.30^ 
4.90/0 


3.10^ 
2.40/0 


D 

B 

B 

C 

D 

C 

C 

•C 

A 

F 

C 

C 

B 

F 

D 

F 

A+ 

F 

STOCK  FUNDS  (LOAD) 

Diversified  Fund  of 

State  Bond  &  Mtge  Co.  (started  6/64) 2.5% 

Dividend  Shares  7.2 

Dreyfus  Fund    2.1 

Eaton  &  Howard  Stock  Fund  4.9 

Egret  Growth  Fund  (started  9/64) 8.7 

Enterprise  Fund   7.0 

Equity  Fund   1.9 

Equity  Progress  Fund  0.0 

F-D  Capita!   3.0 

Fairfield  Fund  11.4 

Fidelity  Capital  Fund  8.3 

Fidelity  Fund 8.1 

Fidelity  Trend  Fund  11.8 

First  Investors  Fund 4.2 

First  Sierra  Fund 3.0 

Founders  Growth  Fund  (started  4/63) 17.5 

Founders  Mutual  Fund  7.2 

Foursquare  Fund 1.5 

Franklin  Custodian  Funds 

Growth  Series 23.8 

Utilities  Series   —15.0 

Fund  of  America 1.2 

Fundamental  Investors 0.4 

Group  Securities 

Apex  Fund  3.0 

Common  Stock  Fund   — 2.1 

ffamilton  Funds  Series  H-DA  —2.0 

Harbor  Fund  3.4 

Hedberg  &  Gordon  Fund 4.9 

The  Heritage  Fund*  42.5 

Imperial  Capital  Fund 13.3 

Imperial  Growth  Fund  (started  4/63) 16.7 

Independence  Fund  (started  1/66)   20.6 

Industries  Trend  Fund  (started  2/65)   20.9 

Integon  Growth  Fund  11.8 

The  Investment  Co.  of  America 7.6 

Investment  Trust  of  Boston  1.0 

Investors  Research  Fund  39.8 

Investors  Stock  Fund  8.3 

Investors  Variable  Payment  Fund  17.7 

ISI  Trust  Fund  4.2 

Istel  Fund  4.5 

Ivest  Fund   14.3 

Keystone  Custodian  Funds 

K-2 33.0 

S-1 13.8 

S-2 7.6 

S-3 -  13.1 

S-4 31.9 

The  Knickerbocker  Fund — 1.4 

Knickerbocker  Growth  Fund  4.9 

Lexington  Research  Fund   7.4 

Liberty  Fund  1.8 

Life  &  Growth  Stock  Fund 23.2 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Changed  Investment  policy  in  1967;  not  ranked.        N.A.— Not  available. 


— 

2.6% 

$       2.6 

8.500/0 

$1.00 

4.1% 

2.8 

393.3 

8.67 

0.52 

6.0 

2.4 

2,342.7 

8.75 

0.56 

3.1 

2.4 

233.0 

8.50 

0.62 

— 

1.6       1 

43.5 

8.00 

0.67 

13.5 

1.4 

467.5 

8.50 

1.00 

3.7 

2.9 

42.4 

8.50 

0.65 

—0.3 

1.7 

22.8 

8.75 

1.04 

—2.5 

none 

1.0 

8.00 

N.A. 

5.8 

1.0 

57.5 

8.50 

0.94 

B 
C 
B 
D 


C 
B 
D 
B 


7.8 
6.0 
9.5 
3.1 


1.8 
3.1 
1.8 
2.0 


659.9 

893.2 

1,134.4 

32.9 


8.50 
8.50 
8.50 
8.75 


0.54 
0.47 
0.51 
0.69 


B 
A 
C 
B 


n 

•F 

C 

*F 


8.4 
3.7 


1.5 
0.9 
2.7 
2.5 


33.8 

73.1 

204.4 

10.6 


8.80 
8.50 
8.50 
8.50 


0.84 
0.75 
0.46 
1.10 


B 
D 
C 
C 


C 
B 
F 
D 


7.0 

-2.3 

2.1 

2.8 


0.5 
4.2 
2.4 
2.7 


17.4 

15.1 

82.6 

1,090.5 


8.75 
8.75 
8.75 
8.75 


0.82 
0.85 
0.74 
0.55 


B 
D 
D 
C 


F 
B 
F 
C 


3.8 
2.2 
1.1 

5.0 


0.7 
3.4 
3.9 
5.5 


24.7 

314.2 
633.3 
198.5 


8.50 
8.50 
8.50 
8.50 


0.76 
0.74 
0.67 
0.78 


B 

0 

•A 
A 


C 
•G 

D 


8.5 
5.3 


1.8 

none 
1.7 
0.4 
0.5 


14.2 
2.5 
44.6 
22.6 
30.8 


8.50 
8.75 
8.50 
8.50 
8.75 


1.13 
4.00 
0.85 
0.93 
1.10 


B 
B 
B 

D 
A+ 


C 
D 
C 
C 
C 


3.1 

7.2 

3.2 

11.1 


0.3 
1.4 
2.7 
2.6 
none 


114.9 

11,8 

1,467.7 

78.4 

7.2 


8.50 
7.50 
8.50 
8.50 
8.50 


0.89 
0.86 
0.51 
2.74 
1.12 


D 
B 
D 
A 
A 


C 
F 
D 
C 
C 


2.4 
4.5 

-1.2 
8.4 

12.3 


2.3 
1.6 
13.3 
1.3 
1.2 


2,641.3 

1,084.6 

452.9 

137.8 

365.8 


8.00 
8,00 
8.50 
3.00 
8.50 


0.31 
0,40 
0.64 
0.71 
0.82 


B 
D 
C 

A+ 
A+ 


D 
B 
C 
0 
F 


7.4 
4.2 
3.7 
8.5 
8.3 


0.5 
1.5 
2.7 
0.9 
none 


387.0 
610 
129.8 
194.8 
881.1 


8.75 
8.75 
8.75 
8.75 
8.75 


0.53 
0.54 
0.53 
0.53 
0.54 


C 

A+ 

A 

0 

0 


C 
,F 
0 
F 
C 


4.4 
8.3 
7.5 
1.9 
1.8 


2,9 
0,2 
1.0 
3.2 
1.3 


11.9 
11,8 
142.3 
15.6 
11.7 


8.70 
8.70 
8.50 
8.50 
8.50 


1.00 
1.25 
0.82 
1.04 
0.94 
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Allegheny  Liidliim 
Industries:  a  group  of 

our  complies  has  a 

green  flnnnb  with 
power  plants. 


^\ 


Power  plants?  Consider  the  nuclear  type. 
The  more  important  they  grow  in  energy 
generation,  the  more  important  Allegheny  Ludlum  . 

Industries'  products  become.  Take  Nuclear  Finish.  j, 

Perfected  by  our  Allegheny  Ludlum  Steel,  this  special-        ^'<\ 
finish  stainless  plate  greatly  simplifies  nuclear  reactor 
pool  maintenance.  Stainless  condenser  tubing,  by  our 
Wallingford  Steel  also  means  greater  efficiency  for 
modern  power  plants. 

Meanwhile,  Allegheny  Ludlum  silicon  steels  help  turn 
generators,  and  additional  stainless  grades  dig  in  as 
ground  rod,  or  go  underground  in  transformer  tanks  for 
power  transmission.  Wallingford' s  rodent-resistant  cable- 
wrap  goes  below  to  transmit  power  without  scarring 
landscapes  .  .  .  while  our  Special  Metals  Corporation's 
special  alloys  help  utility  companies  handle  power  peaks. 
Arnold  Eiigineering  Company's  special  magnetic  materials 
go  into  motors  and  controls  that  also  help  regulate  power 
flow.  And  before  that,  our  Carmet  Company's  tungsten 
carbide  drilling  bits  dig  coal  to  produce  power. 

Elsewhere,  we're  deeply  involved  in  other  growth  markets. 
With  soft  ferrites  for  computer  controls.  Special  alloys  for  sea  water 
desalinization  and  automotive  emission  control  systems.  Not  to 
mention  better  golf  club  components,  fishing  reels,  and  gardening 
tools.  We're  plugged  in  to  many  needs  .  .  .  from  house  plants  to 
power  plants.  ;;<" 

Allegheny  Ludlum  Industries,  Inc.,  Oliver  Bldg.,  Pittsburgh,  Pa.  15222 

Our  key  industries:  Allegheny  Ludlum  Steel,  Wallingford  Steel,  Special  Metals  Corporation,  Carmet 

Company,  IPM  Corporation,  Ajax  Forging  &  Casting  Company,  The  Arnold  Engineering  Company, 

F.  W.  Bell,  Inc.,  True  Temper  Corporation,  Good  Steel  Service,  Inc.,  Jacobsen  Manufacturing 

Company,  Titanium  Metals  Corporation  of  America,  A-L  Industries  Export  Corporation 


and  how  America's  future 
life  depends  on  them. 


^It's  time  to  start  thinking 
and  acting  positively  about 
Energy,  Environment,  and 
the  Economy-and  their  vital 
interaction  on  each  other/' 


-!« 


"Three  major  concerns  of  our 
American  society  today  are  really  inte- 
gral parts  of  one  subject :  the  quality  of 
life  now— and  in  the  decades  ahead. 

Consider  environment. 

Our  environment  and  its  future 
doesn't  just  concern  ecological  scientists. 
It  concerns  all  of  us  who  care  about  our 
children  and  our  children's  children. 
Safeguarding  it  will  require  technology 
of  the  highest  order,  powered  by  the 
primary  fuel  of  technology  . . .  the 
commitment  of  billions  of  dollars  from 
industry  and  government.  Which  brings 
us  face-to-face  with  those  two  other 
"E's"  so  interactive  with  Environment 
—Energy  and  the  Economy. 

America  is  facing  a  critically 
increasing  gap  between  the  supply  of, 
and  demand  for,  energy  fuels.  Without 
the  development  of  new  energy  sources 


for  industry  and  the  public,  the 
economy  is  threatened.  And,  so  are 
funds  for  ecological  technology  and  all 
the  other  aims  central  to  our  national 
aspirations. 

Let's  focus  now  on  one  very  relevant 
energy  source:  natural  gas.  Aptly  called 
"the  clean-air  fuel"  it  is,  of  course,  one 
of  the  most  ecologically  acceptable 
and  economically  efficient  of  all  the 
energy  forms.  The  one  fuel  of  nearly 
perfect  combustion  properties. 

A  Federal  Power  Commission  re- 
port recently  stated  that  in  1970  natural 
gas  supplied  about  one-third  of  all  the 
energy  consumed  in  the  United  Stat(\s. 
And  it  is  predicted  that  before  1990, 
requin^ments  will  more  than  double. 

Unfortunately,  well-intentioned 
groups  concerned  with  the  environment 
succeeded  last  year  in  blocking  a  lease- 


m 
b 
live 


This  advertisement  prepared  by    DOREMUS  &  COMPANY 


A  statement  by  G.  Montgomery  Mitchell,  President 
of  Transcontinental  Gas  Pipe  Line  Corporation,  that 
presents  the  positive  steps  Transco  is  taking. 


sale  which  would  have  made  possible 
additional  exploration  for  natural  gas 
sources  in  the  eastern  offshore  area 
of  Louisiana.  Can  that  kind  of  action 
serve  any  constructive,  long-range 
purpose  for  our  ecology?  For  our 
economy?  For  the  vital  objective  of 
keeping  the  United  States  self-sufficient 
in  energy? 

I  said  that  it's  time  to  start  thinking 
and  acting  positively  about  the  "3  E's"— 
and  the  fundamental  way  they  interact 
on  each  other.  Here's  what  we're 
planning  at  Transco: 

1.  A  naphtha  gasification  plant 
to  produce  250  million  cubic 
feef  of  pipeline  quality  gas 
per  day.  If  promptly  ap- 
proved by  all  authorities,  it 
can  deliver  gas  by  late  1974. 


2.  A  crude  oil  gasification 
plant  to  produce  460  million 
cubic  feet  of  gas  per  day. 
With  no  undue  delays,  it  can 
be  operative  by  the  last 
quarter  of  1975. 

3.  Liquefied  Natural  Gas 
unloading,  storage,  and 
vaporization  facilities  to 
produce  up  to  250  million 
cubic  feet  of  gas  per  day 
from  imported  LNG. 
Deliveries  of  LNG  are 
anticipated  by  1977. 

These  facilities  represent  an  esti- 
mated investment  of  nearly  a  half  billion 
dollars.  They  will  comply  with  appli- 
cable safety  and  environmental 
requirements.  And  aid  immeasurably 
in  helping  contribute  positively  to 
the  "3  E's." 

— G.  Montgomery  Mitchell,  President 

TRANSCO 

Transcontinental  Gas  Pipe  Line  Corporation.  Houston,  Texas  77001 
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DOLLAR  RESULTS 


10-Year 

Average 

Annual 

Latest  Growth       Dividend 

12  Months        Rate  Return 


Assets 

in 
Millions 


Maximum 

Sales 

Charge 


Annual 
Expenses 
(Cents  per 

$100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


7.5% 
6.6% 


4.3% 
4.9% 


U% 
M% 


STOCK  FUNDS  (LOAD) 


c 

D 

D 
A 
•D 
B 
C 

Life  Insurance  investors  

Magna  Income  Trust        

18.0% 
4.1 

1.8% 
0.9 

3.8 
7.0 

1.1% 

5.7 

1.1 

1.2 

1.2 

$     89.0 

5.4 

162.3 

23.4 

1,566.3 

8.50% 

8.50 

8.50 

4.00 

8.50 

$0.55 
1.05 

•D 

Manhattan  Fund  (started  2/66) 

5.0 

1.10 

'      D 
B 

Horace  Mann  Fund  

Massachusetts  Investors  Growth  Stock  Fund    . 

13.5 
15.7 

0.74 
0.32 

D 

B 
D 

B 
D 

Massachusetts  Investors  Trust 

—0.1 

3.2 
2.7 

4.3 
3.8 

3.3 
0.6 

4.0 
1.4 

2,019.8 
26.5 

206.3 
27.9 

8.50 
8.50 

7.50 
7.50 

0.23 

c 

Midamerica  Mutual  Fund        

13.9 

1.00 

D 
C 

Mutual  Investing  Foundation 

MIF  Fund   

MIF  Grovrth  Fund  

—3.4 
6.8 

0.54 
0.75 

B 

F 
C 

D 
B 

Mutual  Securities  Fund  of  Boston 

—28.6 

3.2 
8.4 

6.4 
2.8 

none 
1.0 

1.3 
4.2 

1.2 
1,055.4 

308.2 
323.1 

8.50 
8.50 

8.50 
8.50 

1.50 

B 

National  Investors  Corp.                        

22.4 

0.28 

B 

National  Securities 
Growth  Fund        

8.8 

0.60 

D 

Stock  Fund        

—3.7 

0.61 

•D 

•C 

•B 

C 

D 

D 

NEA  Mutual  Fund  (started  12/64) 

4.9 

8.1 

1.4 

10.0 

1.5 
1.3 
0.2 
2.6 
1.6 

32.5 
9.5 

28.8 

3.5 

574.6 

2.00 
8.50 
8.50 
1.00 
8.50 

0.71 

•C 

New  World  Fund  (started  2/63) 

8.0 

1.01 

B 

Newton  Fund  

39.6 

0.95 

D 

A 

Old  Dominion  Investors'  Trust 

Oppenheimer  Fund  

—6.1 
^.4 

0.88 
0.92 

C 

A 
•D 

A 
•B 

B 

Over-the-Counter  Securities  Fund 

15.8 

8.9 
5.1 
5.5 

1.0 
1.6 
8.0 
1.4 
1.0 

7.5 

8.9 

7.9 

10.4 

100.0 

8.00 
8.75 
8.50 

t 
8.75 

1.49 

•B 

Pacific  Standard  Fund        

1.8 

1.54 

D 
B 

Paramount  Mutual  Fund   

The  Pegasus  Fund  

—2.2 
7.8 

1.03 
1.50 

C 

Philadelphia  Fund   

6.2 

0.70 

•A 

•D 
F 
B 

•D 
B 

Pilgrim  Fund  (started  8/64)  

15.1 

6.5 
6.9 

6.2 

0.5 
1.2 
3.0 
none 
1.2 

19.1 

7.4 

237.6 

2.8 

21.9 

8.50 
8.50 
8.50 
8.50 
8.50 

1.08 

A 

Pioneer  Enterprise  Fund 

15.6 

1.04 

B 

Pioneer  Fund 

6.5 

0.73 

A 

Planned  Investment  Fund 

7.6 

2.07 

B 

PLIGROWTH  Fund 

.   .          14.9 

0.92 

D 

B 
D 
B 
F 
•D 

Puritan  Fund 

1.8 

4.7 
6.3 
7.3 
5.6 

4.8 
1.3 
1.1 
0.3 
0.8 

856.2 
881.9 
471.5 
19.1 
106.0 

8.50 
8.50 
8.50 
8.50 
8.50 

0.47 

B 

Putnam  Growth  Fund  

16.7 

0.53 

B 

Putnam  Investors  Fund  

28.5 

0.56 

A 

Revere  Fund  

Salem  Fund ... 

18.6 
3.5 

1.40 
0.72 

•A 

•F 
B 
B 
D 
B 

Security  Equity  Fund  (started  9/62) 

16.9 

5.0 
4.6 
4.0 
4.9 

0.4 
5.2 
2.5 
3.9 
2.1 

140.0 

32.5 

199.1 

116.1 

63.5 

8.75 
8.75 
8.50 
8.50 
8.50 

0.83 

D 

Security  Investment  Fund   

...            2.2 

0.73 

C 

Selected  American  Shares     

1.8 

0.71 

C 

Shareholders'  Trust  of  Boston 

—3.3 

0.72 

C 

Sigma  Investment  Shares 

10.2 

0.72 

C 
0 
B 

B 
B 
C 
D 

Southwestern  Investors  

Sovereign  Investors   

State  Street  Investment  Corp 

4.1 
1.1 
8.6 

5.0 
2.4 
6.4 
5.5 

2.8 
3.1 
1.8 
2.3 

28.4 

9.0 

438.9 

688.0 

7.50 
8.67 

t 
8.75 

0.67 
0.90 
0.47 

B 

Technology  Fund 

5.0 

0.54 

A+ 

0 

Twentieth  Century  Investors 
Growth  Investors 

70.5 

6.6 
2.2 

,  ,    .  .  .  .  .^ 

none 
2.6 
1.8 

16.8 

1.6 

14.8 

8.75 
8.75 
8.50 

1.38 

D 
•B 

Income  Investors  

Unified  Mutual  Shares  (started  10/63) 

10.3 
2.5 

1.06 
0.88 

C 
C 

C 
F 
F 
C 
F 

United  Funds 

Accumulative 

Income    

'. '. '.           8.4 

3.2 
4.7 
4.3 
7.1 
2.6 
,  5.7 

1.6 
2.4 
1.9 
0.6 
5.6 
none 

1,126.9 

882.5 

431.1 

55.8 

80.5 

172.6 

8.75 
8.75 
8.75 
8.75 
8.75 
8.75 

0.39 
0.40 

B 
B 

Science   

The  Value  Line  Fund 

6.5 
—3.8 

0.39 
0.79 

D 
A 

The  Value  Line  Income  Fund 

The  Value  Lire  Special  Situations  Fund 

-4.2 
—4.3 

0.83 
1.04 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 
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Which  of  these 

cities  has 

the  lowest  VD  rate? 


Boston 


"Ihadsyphfli^ 


.    .VTO(.«.«rv*^-fcSt»»»»u-.  Vt>, 


New  York 


Philadelphia 


MUSI  coi\iim.Y  ^1 

UtinMUNICABlE    ^1 

Chicago 


FIGHT 

LOVE 
POLLUTION 

(Venereal  Disease) 

awt  cow.  mou,  %inmt,  moat 


St.  Louis 


San  Francisco 


Los  Angeles 


The  disease  named  for  the 
goddess  of  love  is  sweeping 
the  country. 

Authorities  have  labeled 
venereal  disease  an  epidemic 
in  major  population  centers 
like  these  seven  cities.  Among 
them,  the  reported  VD  rate 
per  100,000  people  is  lowest 
in  New  York;  highest  in  San 
Francisco. 

With  teenagers  accounting 
for  one  out  of  every  four  re- 
ported cases  nationwide. 

There's  a  CBS  Owned  AM 
radio  station  in  each  of  these 
cities.  Sixty  million  people  live 
where  we  live.  So  we  feel  a 
direct  responsibility  in  helping 
fight  VD. 

Chicago's  WBBM  News- 
radio  took  extraordinary  steps. 
It  not  only  produced  an 
award-winning,  ten-part  series 
on  VD.  It  made  this  series 
available  to  every  commercial 
and  educational  radio  station 
in  Illinois. 

KMOX  Radio  spotlighted 
the  International  Symposium 
on  Venereal  Disease  which 
convened  in  St.  Louis. 

VD  is  an  unlovely  subject. 
But  there's  a  lot  that  isn't 
pretty  about  urban  life  today. 
From  crime  to  the  plight  of 
the  aged.  From  overcrowding 
in  the  cities  to  underfunding 
in  the  schools. 

We  tackle  it  all.  In  addition, 
of  course,  to  the  vital  job  of 
delivering  news  and  informa- 
tion about  how  the  country 
and  world  are  spinning. 

The  progress  as  well  as  the 
problems. 

Lack  of  knowledge  about 
venereal  disease  isn't  the  only 
hazard  of  these  chancy  times. 

The  CBS  Owned 
AM  Stations 

We  feci  responsible  to  over 
60  million  people. 

WEEI  Newsradio  59,  Boston 
WCBS  Newsradio  88.  New  York 
WCAU  Radio  121,  Philadelphia 
WBBM  Newsradio  78,  Chicago 
KMOX  1120,  St.  Louis 
KCBS  Newsradio  74,  San  Francisco 
KNX  Newsradio  1070,  Los  Angeles 
Represented  by  CBS  Radio  Spot  Sales 


Source:  Center  for  Disease  Control,  U.S.  Public  Health  Service,  Dept.  of  Health, 
Education  and  Welfare;  July  1970-June  1971  data. 
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Fund  Ratings 

PERFORMANCE           ir\^^ 
RATINGS                m/Z 

DOLLAR  RESULTS 

In 

UP 

Markets 

In 

DOWN 

Markets 

1 

Latest 
12  Months 

lO-year  ' 

Average 

Annual 

Growth 

Rate 

Dividend 
Return 

Assets 

in 
Millions 

Maximum 

Sales 

Charge 

Annual 
Expenses                1 
(Cents  per               1 

$100)            1 

r 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 

7.50/0 
6.6% 

4.30/0 
4.9% 

3.1% 
2-4% 

STOCK  FUNDS  (LOAD) 

b 

A 
D 

c 

F 
B 
F 
D 
B 

B 
F 
B 
F 
A 

Vanderbilt  Mutual  Fund       

Varied  Industry  Plan 

Venture  Securities     

9.00/0 
8.3 
—5.8 

13  4 

7.9% 
2.1 
-0.7 
4.4 
4.5 

1.6% 
2.7 
none 
1.3 
1.7 

$15.4 

12.9 

1.5 

2.9 

160 

8.500/0 

8.00 

8.50 

8.00 

8.50 

$1.37 
1.00 
4.80 
1.00 
1.00 

B 

Viking  Growth  Fund     

D 

Wall  Street  Growth  Fund 

21.6 

D 
A 
C 
A 

Washington  Mutual  Investors  Fund 
Western  Industrial  Shares 

Windsor  Fund     

Winfield  Growth  Fund                          

—3,5 

—4.9 

—2.7 

7.9 

4.5 
4.1 
5.4 
6.3 
42 

40 
none 
3.3 
1.4 
2.8 

332.0 

7.2 

523.3 

1398 

34.3 

8.50 
8.75 
8.50 
8.50 
8.50 

0.64 
0.75 
064 
1.04 
0.66 

D 

Wisconsin  Fund                                    

6.6 

C 

D 

D 

A 

C 

•D 

B 

F 

B 

B 

C 

F 

C 

•B 

B 

B 

c 
c 

B 
C 

A 
B 
A 
A 


B 
D 

D 
A 
C 
C 


c 

A 
D 

C 
B 
D 


D 
C 
C 
B 

F 
B 
D 
C 

•F 

>B 

C 

D 

C 
F 
B 
C 


C 
F 
C 

D 
C 
B 


STOCK  FUNDS   (NO-LOAD) 

Aberdeen  Fund 

Leon  8.  Allen  Fund 

American  Investment  Counseling  Fd  (started  7/65) 

American  Investors  Fund  


David  L.  Babson  Investment  Fund 

Concord  Fund 

Consultant's  Mutual  Investments  (started  6/63) 

de  Vegh  Mutual  Fund 


6.0 

7.1 

-64 

5.6 

13  6 
4 
5.2 
2.5 


3.4 
7.2 

6.3 

6.7 
0.1 

7.1 


1.4 
none 
none 

0.3 

1.7 
2.1 
2.2 
1.9 


37.9 

2.5 

2.1 

220.7 


none 
1.00' 
none 
none 


77.9 

2.1 

15.8 

109.6 


none 
none 
none 
none 


Financial  Industrial  Fund 
General  Securities 
Growth  Industry  Shares 
Guardian  Mutual  Fund 


Ivy  Fund  

The  Johnston  Mutual  Fund 
Loomis-Sayles  Capital  Development  Fund 
Mairs  &  Power  Growth  Fund  


Market  Growth  Fund  (started  2/66) 
Mathers  Fund  (started  8/65) 

Mutual  Shares  

Mutual  Trust 


Nassau  Fund 

National  Industries  Fund 

Nelson  Fund 

The  One  William  Street  Fund 


C  C  Penn  Square  Mutual  Fund 

D  A  Pine  Street  Fund 

B  B  T.  Rowe  Price  Growth  Stock  Fund 

A+  F  Rowe  Price  New  Horizons  Fund  . 


Scudder  Special  Fund  (started  5/66) 
Scudder  Stevens  &  Clark  Common  Stock  Fund 

Steadman  American  Industry  Fund 

Steadman  Associated  Fund   


—7.5 

5.2 

20  3 

52.3 

10.6 
8.0 

20.5 
1.5 


5.0 

4.7 

8.8 

16.0 


3.0 
3.9 
2.0 


3.4 
27 
0.8 
0.2 

2.5 

2.0 

none 

4.7 


150.1 

529 

1,236.2 

508.2 


none 
none 
none 
none 


216.8 

167.2 

56.2 

68.1 


none 
none 
none 
none 


Steadman  Fiduciary  Investment  Fund 
Stein  Roe  &  Farnham  Stock  Fund  .  . 
Variable  Stock  Fund 


7.3 

4.0 

0.9 

21.2 

6.3 

0.9 

10.8 

4.6 

2.0 

10.6 

186.1 

3.7 


none 
none 
none 


0.75 
1.32 
1.30 
0.98 


0.81 
0.65 
1.00 
0.53 


•B 

A 

•0 
F 
D 

•C 

Dodge  &  Cox  Stock  Fund  (started  4/65) 
Drexel  Equity  Fund           

4.7 
—28 
—4.2 

6.8 
4.2 

2.2 
1.5 
2.5 
3.7 

10.7 

38.5 

151.1 

12.3 

none 
none 
none 
none 

0.69 
0.90 

C 

Energy  Fund                      

0.82 

•D 

Farm  Bureau  Mutual  Fund 

2.0 

0.82 

92 

3.0 

2.3 

318.1 

none 

0.67 

14  0 

2.7 

2.5 

80 

none 

2.38 

15.4 

4.6 

1.1 

50.1 

none 

0.72 

3.6 

5.4 

3.1 

59.3 

none 

0.79 

88 

7.8 

1.9 

64.3 

none 

1.12 

24.1 

9.0 

0.5 

2820 

none 

0.64 

16.6 

7.6 

1.2 

79.4 

none 

0.69 

16.0 

8.1 

1.0 

12.0 

none 

0.84 

261 

_ 

none 

0.9 

none 

4.40 

24.5 

— 

1.9 

104.0 

none 

0.73 

3.4 

8.3 

2.3 

8.8 

none 

1.25 

1.5 

—0.7 

4.7 

9.4 

none 

0.90 

12.9 

3.4 

2.5 

8.8 

none 

1.01 

62 

5.2 

0.6 

12.2 

none 

1.00 

13.8 

55 

none 

5.0 

none 

2.50 

11.8 

4.5 

1.5 

301.2 

none 

0.51 

0.57 

0.52 
0.53 
0.65 


0.67 
0.69 
1.07 
1.23 


0.87 
0.58 
0.74 


•  Fund  rated  for  two  periods  only;  maximiim  allowable  rating  A. 

*  Entrance  fee. 
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"Reading  magazines  is  one  thing  I 
do  a  lot  of-l  fly  over  200,000  miles 
a  year  and  magazines  make  good 
traveling  companions. 

That's  where  I  found  the 
'chopper'— in  a  magazine  ad. 

It  shreds  steel  cans  to  confetti, 
reduces  the  bulk  tremendously,  so 
we  can  bring  cans  and  other  scrap 
to  processing  centers  efficiently. 

We  bought  eight  'choppers' 
from  Foremost  IVIachine  Company 
of  New  Jersey,  and  reduced  our 
scrap  handling  costs.  From  this  we 
can  see  municipalities  economi- 
cally recovering  and  recycling  steel 
scrap . . .  hub  caps,  containers,  all 
ferrous  metals.  Through  bulk  reduc- 
tion and  magnetic  separation  of 
solid  waste.  And  the  chopper  liter- 
ally fell  into  my  lap.  In  a  magazine." 


Business  advertising  works. 
'    Business  people  prove  it. 

And  so  does  recent  research, 
like  the  Morrill  Study.  Based  on  in- 
terviews with  40,00b  'brand  de- 
ciders', the  study  shows  that  share 
of  market  goes  up  when  sales 
calls  are  supported  by  advertising, 
and  selling  expense  as  a  percent 
of  sales  goes  down. 

If  you  want  more  information  on 
Morrill  research,  write  to  John  B. 
Morrill  Company,  22  Skinners  Path, 
Marblehead,  Mass.  Or  contact  a 
sales  office  of  any  of  the  publica- 
tions below. 


Newsweek 


U.S.News  '""^ 


REPORT 


BusinessWeek 


Forbes 


FDrtune 


Make  a  regular 

appointment  with 

management. 


PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets     Markets 


C 
C 


c 

D 


•Forbes  ^"^1^ 
Fund  Ratings 

1972 


DOLLAR  RESULTS 


Standard  &  Poor's  593  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


10-Year 

Average 

Annual 

Annual 

Assets 

Maximum 

Expenses 

Latest 

Gro-rth 

Dividend 

in 

Sales 

(Cents  per 

12  Months 

Rate 

Return  . 

Millions 

Charge 

$100) 

7.5% 

4.30/0 

*3.1o/o 

6P% 

4  9% 

2.40/0 

6.50/0 

2.20/0 

3.80/0 

CLOSED-END  INVESTMENT  COMPANIES 

D  B  Adams  Express  2.3o/o  4.2o/o  2  80/0          $    187.8 

B  A  American  South  African  Investment  Co 38.3  10.1  1.5  108.0 

D  A  Carriers  &  General  Corp 1.5  3.6  2.5  22.9 

A  F  Central  Securities  2.6  3.7  0  2  50.5 

D  C  Consolidated  Investment  Trust 4.0  3.2  2.7  71.9 

B  C  Dominick  Fund   8.1 

A  C  General  American  Investors 14.1 

D  A  International  Holdings  7.2 

A+  'A  Japan  Fund  (started  4/62) 42.8 

B  C  The  Lehman  Corp.  18.6 

C  D  Madison  Fund 2.2  5.2  3.7  336.3 

C  B  National  Aviation   19.5  7.9  3.0  131.4 

B  C  Niagara  Share  Corp 17.5  7.7  1.5  120.0 

D  B  Petroleum  Corp.  of  America —3.5  5.7  3.6  77.4 

B  A  Standard  Shares 18.2  10.1  2.9  101.4 

0  C  Surveyor  Fund 19.6  5.1  1.8  130.3 

C  B  Tri-Continental  Corp 16.4  5.6  2.0  779.0 

D  A  The  United  Corp 11.6  4.8  2.3  151.4 

C  B  U.S.  &  Foreign  Securities 5.9  4.9  1.6  163.5 


Where 
Traded 

NYSE 
NYS'^. 
NYSE 
ASE 
0-T-C 


NYSE 
NYSE 
NYSE 
NYSE 
ASE 


$0.50 
1.13 
0.83 
0.97 
0.21 


4.2 

1.7 

65.9 

NYSE 

0.50 

8.4 

1.2 

130.2 

NYSE 

0.82 

4.3 

2.2 

102.1 

NYSE 

0.83 

— 

0.6 

109.5 

NYSE 

1.14 

7.3 

1.5 

606.2 

NYSE 

0.31 

0.51 
0.49 
0.60 
0.42 
0.57 


NYSE 
NYSE 
NYSE 
NYSE 


0.78 
0.27 
0.62 
0.71 


FUNDS  FOR  INVESTING  ABROAD 


C  A             Boston  Common  Stock  Fund  

D  A             Canadian  Fund  

C  A             International  Investors 

•  C  'A  Loomis-Sayles  Canadian  &  International  Fund 

D  A             Scudder  International  Investments 


23.7 

6.4 

1.3 

56.7 

8.500/0 

0.87 

16.0 

5.1 

2.1 

30.9 

8.67 

0.83 

51.5 

6.9 

1.6 

10.2 

8.75 

0.96 

2.5 



1.0 

13.9 

t 

0.96 

17.7 

4.7 

1.1 

15.9 

t 

0.95 

C 
C 

C 

A+ 
A+ 
A+ 

Stein  Roe  &  Farnham  Capital  Opportunities  Fund  . . 
Templeton  Growth  Fund                              

19.3 
37.2 
27.2 
20.6 

4.8 

12.8 

7.1 

8.3 

0.5 
1.0 
2.0 
1.1 

25.0 

11.1 

16.2 

9.8 

t 
9.29 

t 
t 

0.72 
0.92 

0 

Transatlantic  Fund                              

0.70 

D 

United  Funds  Canada-International 

1.21 

BALANCED  FUNDS  (LOAD) 


D 

American  Business  Shares  

7.8 
-0.5 
3.0 
0.0 
0.5 
2.2 

2.5 
2.1 
2.1 
1.3 
5.8 
2.4 

4.6 
5.3 
42 
5.0 
4.2 
4.4 

27.7 
155.3 
171.2 
129.4 

66.2 
253.7 

7.50 
8.50 
8.50 
8.75 
8.00 
8.00 

0.98 

C 
B 

American  Express  Income  Fund 

American  Express  Investment  Co 

0.64 
0.68 

C 

A 

Anchor  Income  Fund   

Axe-Houghton  Fund  A 

0.67 
0.96 

A 

Axe-Houghton  Fund  B 

0.72 

B 
D 

F 
C 

0 
B 

Boston  Foundation  Fund   

Boston  Fund  

0.6 
2.9 

4.4 
1.4 

2.7 
0.4 

3.1 
4.3 

3.5 
3.9 

3.6 
5.2 

45.3 
227.9 

96.8 
85.8 

8,50 
8.50 

8.50 
8.50 

0.88 
0.68 

B 
0 

Channing  Funds 

Balanced  Fund   

Income  Fund 

0.70 
0.71 

B 
C 

D 
C 
D 
D 

Composite  Bond  &  Stock  Fund  

Eaton  &  Howard  Balanced  Fund 

—1.0 
5.7 
5.6 
4.9 

3.4 
1.3 
1.6 
1.2 

4.2 
4.2 
6.5 
6.5 

13.5 

157.7 

25.3 

9.3 

8.00 
8.50 
8.50 
8.75 

8.50 
8.75 
8.00 
8.75 
8.75 

0.83 
0.63 

c 

Eaton  &  Howard  Income  Fund 

0.75 

C 

Franklin  Custodian  Funds— Income  Series  Shares 

0.91 

D 

A 
B 
B 
C 
F 

Group  Securities — Balanced  Fund  

2.6 
1.7 
5.3 
3.8 

9.0 

1.4 
1.1 
1.1 
1.0 
3.3 

4.1 
6.6 
3.7 
5.9 
3.3 

16.3 

37.7 

2,911.1 

104.5 

249.1 

095 

D 

Income  Fund  of  Boston  

0.85 

D 
D 

Investors  Mutual 

Keystone  Custodian  Funds — K-1  

0.31 
0.54 

B 

Massachusetts  Fund 

0.58 

•   Fund  dated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  shares;  existing  shares  traded  over-the-counter. 
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Fund  Ratings 
1972 


DOLLAR  RESULTS 


I 


In               in 
UP          DOWN 
Markets     Markets 

Average 
Annual 
Latest          Growth       Dividend 
12  Months        Rate          Return 

Assets 

in 
Millions 

Maximum 

Sales 

Charge 

Annual 
Expenses 
(Cents  per 
$100) 

C 
C 

i  c 

..     A 
C 
C 
A+ 

C 
D 

D 

F 
B 
A 
F 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 

BALANCED  FUNDS  (LOAD) 

National  Securities 
Balanced  Fund  

7.5% 
6.6% 
6.5% 

-2.2% 
—0.4 

2.4 

2.0 

6.2 

4.3% 
4.9% 
2.2% 

1.4% 

4.6 

2.1 

1.9 

5.7 

3.1% 
2.4% 
3.8% 

4.6% 

5.1 

5.4 

4.7 

4.3       i 

$       3.6 

106.3 

82.7 

77.6 

128.9 

8.50% 

8.50 

8.50 

8.67 

8.50 

$0.64 

Dividend  Fund 

0.67 

Income  Fund             

0.68 

Nation-Wide  Securities  Co 

0.52 

Provident  Fund  for  Income  

0.80 

A 
C 
C 
D 
D 
A 

C 
F 
D 
C 
C 
B 

The  George  Putnam  Fund  of  Boston        

1 

12.5 
2.7 
6.2 
8.2 
1.3 

16.6 

3.6 

0.5 
1.2 

0.2 
5.1 

3.0 
5.5 
3.9 
4.7 
3.7 
2.6 

462.7 

139.8 

18.2 

21.5 

1,234.2 

19.9 

8.50 
8.50 
8.50 
8.75 
8.50 
8.50 

0.47 

Putnam  Income  Fund 

0.56 

Sigma  Trust  

Supen/ised  Investors  Income  Fund  (started  3/64)' 

Wellington  Fund  

Whitehall  Fund     

0.75 
0.74 
0.45 
0.51 

mik'M~            ■:    •:        .-..       .... 

B 

D 

A 

F 

B 

D 

D 

A 

C 

B 

B 

0 

A 

F 

Not  Rated 


BALANCED  FUNDS  (NO-LOAD) 

Dodge  &  Cox  Balanced  Fund  4.3 

Financial  Industrial  Income  Fund  1.2 

Loomis-Sayles  Mutual  Fund 6.2 

Northeast  Investors  Trust  5.1 

Prudential  Fund  of  Boston 9.4 

Scudder  Stevens  &  Clark  Balanced  Fund 7.7 

Stein  Roe  &  Farnham  Balanced  Fund 18.6 


2.7 

3.5 

6.5 

5.4 

3.0 

2.7 

0.8 

7.2 

2.1 

34 

1.7 

2.3 

5.0 

1.8 

BONDS  &  PREFERRED  STOCK  FUN^S 

Investors  Selective  Fund   4.6  — 0.4 

Keystone  Custodian  Funds 

B-1 2.4  —2.3 

B-2 6.0  —0.3 

B-4 - 8.4  0.7 

National  Securities 

Bond  Fund   4.5  0.2 

Preferred  Fund  0.9  0.9 


16.2 

none 

0.67 

114.5 

8.50 

0.68 

174.3 

none 

0.62 

58.3 

none 

0.69 

3.1 

none 

0.85 

93.1 

none 

0.70 

199.7 

none 

0.54 

54.6 

46.9 

10.2 

200.4 


7.4 
5.4 


10.1 
5.2 


7.00 

4.40 
8.75 
8.75 


8.50 
8.50 


0.53 

0.26 
0.53 
0.53 


0.87 
0.67 


Not  Rated  EXCHANGE  FUNDS 

Capital  Exchange  Fund  (started  3/66)  12.3 

Congress  Street  Fund     15.9 

Second  Congress  Street  Fund  (started  6/64)  18.2 

Constitution  Fund  (started  4/66)   40.1 

Depositors  Fund  of  Boston  (started  4/65) 10.9 

Devonshire  Street  Fund  13.9 

Diversification  Fund  13.2 

Empire  Fund — 0.4 

Third  Empire  Fund  (started  4/66) 5.9 

Fourth  Empire  Fund  (started  9/66)  —5.2 

Fifth  Empire  Fund  (started  3/67) —2.6 

Sixth  Empire  Fund  (started  6/67)   — 4.7 

Exchange  Fund  of  Boston  (started  9/63) 13.4 

Exeter  Fund  (started  5/66)  6.7 

Federal  Street  Fund  7.8 

econd  Federal  Street  Fund  (started  5/66)  

iduciary  Exchange  Fund  (started  3/67) 

econd  Fiduciary  Exchange  Fund  (started  6/67)  . 
ndustries  Exchange  Fund  (started  6/67)  

Formerly  Balanced  Income  Fund.        N.A.— Not  available. 


1.5 
1.2 
1.2 
0.7 
1.4 


»4 


1.4 
1.5 
3.3 
1.2 
3.5 


92.2 
45.8 
33.7 
52.3 
92.9 


21.7 
93.0 
42.9 
3.7 
17.0 


none 
none 
none 
none 
none 


none 

none 
none 
none 
none 


0.59 
0.58 
0.59 
N.A. 
0.59 


0.68 
0.58 
0.84 
1.32 
0.93 


2.3 

3.2 
1.5 
1.6 
1.5 


12.4 
18.6 
80.3 
82.8 
169.2 


none 

none 
none 
none 
none 


1.19 
1.00 
0.60 
N.A. 
0.55 


Second  Federal  Street  Fund  (started  5/66)  

Fiduciary  Exchange  Fund  (started  3/67) 

7.5 
10.1 
12.2 

6.7 

— 

1.3 
1.3 
1.5 
1.4 

80.9 

74.4 

106.6 

8.6 

none 
none 
none 
none 

0.56 
0.60 

Second  Fiduciary  Exchange  Fund  (started  6/67)  .  . 
industries  Exchange  Fund  (started  6/67)  

0.58 
0.80 
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DOLLAR  RESULTS 


^, . 

10-Year 

^■^^K, 

Average 

Annual 

^^^^K 

Annual 

Assets 

Maximum 

Expenses 

^^^^^ 

Latest 

Growth 

Dividend 

in 

Sales 

(Cents  per 

12  Months 

Rate 

Return 

Millions 

Charge 

$100) 

Standard  &  Poor's  500  Stock  Average 

^       7.5% 

4.3% 

<  3.1% 

FORBES  Stock  Fund  Average 

i       6.6% 

4:9% 

2.4% 

FORBES  Balanced  Fund  Average 

6.5% 

2.2% 

3.8% 

Not  Rated 


EXCHANGE  FUNDS 


Ohio  Capital  Fund  

Presidential  Exchange  Fund  (started  8/65) 
Second  Presidential  Fund  (started  4/66)  . . 
Fifth  Presidential  Fund  (started  6/67)  . . . . 


15.8% 

— 

1.5% 

$13.5 

none 

$0.76 

4.1 

— 

2.2 

11.1 

none 

0.84 

0.9 

— 

2.4 

11.8 

none 

N.A. 

1.7 

— 

2.3 

14.9 

none 

0.88 

Where 

Traded 

8.8 

— 

none 
6.5 

40.9 

NYSE 

0.99 

13.4 

— 

none 

-7  M 

26.3 

0-T-C 

0.90 

Kind  of 
Shares 

Capital 
income 
Capital 
Incoine 


DUAL  PURPOSE  FUNDS 

American  DualVest  Fund  (started  3/67) 

American  DualVest  Fund  (started  3/67) 

Federated  Dual  Exchange  Fund  (started  6/67). 
Federated  Dual  Exchange  Fund  (started  6/67). 


Capital 

Gemini  Fund  (started  3/67)  

—5.4 
—1.0 

—  none 

—  10.0 

—  none 

—  9.8 

50.4 
21.9 

NYSE 
NYSE 

Income 

Gemini  Fund  (started  3/67)  

N.A. 

Capital 

Hemisphere  Fund  (started  6/67)  

Income 

Hemisphere  Fund  (started  6/67)  

1.00 

Capital 
Income 
Capital 
Income 

Income  &  Capital  Shares  (started  3/67)  

Income  &  Capital  Shares  (started  3/67)  

Leverage  Fund  of  Boston  (started  3/67)  

Leverage  Fund  of  Boston  (started  3/67)  

—8.7 

—  none 

—  8.0 

—  none 

—  6.9 

35.1 
61.5 

NYSE 
NYSE 

0.82 
0.55 

Capital 

Putnam  Duo  Fund  (started  7/67)  

19.0 
14.7 

—  none 

—  6.1 

—  none 

—  3.3 

26.0 
41.0 

0-T-C 
0-T-C 

n  Of 

Income 

Putnam  Duo  Fund  (sta:1ed  7/67)   

0.86 

Capital 
Income 

Scudder  Duo-Vest  Exchange  Fund  (started  6/67). . . 
Scudder  Duo-Vest  Exchange  Fund  (started  6/67). . . 

0.81 

Capital 

Scudder  Duo-Vest  Fund  (started  4/67) 

19.5 

—  none 

—  6.7 

109.9 

NYSE 

0.70 

income 

Scudder  Duo-Vest  Fund  (started  4/67) 

Type  of 
Fund 

Stock 
Stock 
Stock 
Stock 
Stock 


stock 

Balanced 
Stock 
Stock 
Stock 


Stock 

Stock 
Stock 
Stock 
Stock 


Closed-End 
Stock 
Stock 
Stock 


NEW  FUNDS* 

Able  Associates  Fund  (started  11/71) —  —  —  2.0  none 

Acorn  Fund  (started  6/70)  17.4  —  0.5  22.2  none 

Aetna  Fund  (started  4/71)  17.8  —  1.3  18.5  8.50% 

Afuture  Fund  (started  3/68)     43.1  —  none  65.4  none 

Allstate  Enterprise  Stock  Fund  Inc.  (started  2/70)  23.4  —  0.7  225.9  7.00 

Alpha  Fund  (started  5/68)  16.2  —  0.7  35.9  8.50 

Alpha  Investors  (started  7/70) 3.1  —  3.1  3.7  8.50 

AMCAP  Fund  (started  4/67)  13.1  —  1.6  98.8  8.50 

American  Birthright  Trust  (started  5/70) 7.7  —  none  2.9  9.00 

American  Equity  Fund  (started  1/69) 16.2  —  1.3  3.3  8.75 

American  Express  Special  Fund  (start 
American  General  Bond  Fund  Inc.  (si 
American  General  Growth  Fund 
American  Leaders  Fund  Inc.  (started  ; 

Anchor  Capital  Fund  (started  5/68)  3.1  —  0.6  88.2  8.75 

Anchor  Venture  Fund  (started  5/70) 20.5  —  0.3  11.0  8.75 

Armstrong  Associates  (started  6/68) 10.3  —  1.5  4.9  none 

Astron  Fund  (started  6/68)           4.1  —  0.5  6.0  8,50 

Audax  Fund  (started  2/70)  31.9  —  0.8  5.0  8.50 

Baker  Fentress  &  Co.  (started  3/64)       17.3  —  1.5  168.7  8.75 

The  Barclay  Growth  Fund  (started  9/68) 17.3  —  0.5  5.2  none 

Bayrock  Fund  (started  7/70) 1.1  —  I.4  9.4  8.50 

Beacon  Hill  Mutual  Fund  (started  7/64)  20.7  —  none  4.1  none 

Berger-Kent  Special  Fund  (started  4/69)  25.4  —  none  11.1  none 

Berkshire  Capital  Fund  (started  12/58)  3.2  —  2.4  2.3  8.50 

Berkshire  Growth  Fund  —6.7  —  none  2.2  8.50 

BLC  Growth  Fund  (started  10/69) 21.0  —  0.6  6.7  8.50 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9,  1966  or  hava  mat  tha  $2  million 
criteria  for  the  first  time         M.A.— Not  available. 


N.A. 
1.06 
1.00 
1.50 

0.80 


1.21 

1.50 
0.66 
1.00 
N.A. 


Stock 

American  Express  Special  Fund  (started  4/69) 

7.5 

__ 

1.4 

70.7 

8.50 

0.98 

Closed-End 

American  General  Bond  Fund  Inc.  (started  10/70) 

4.4 



7.9 

174.0 

none 

0.69 

Stock 

American  General  Growth  Fund                    

17.0 



0.9 

5.2 

none 

1.00 

Stock 

American  Leaders  Fund  Inc.  (started  2/69) 

-0.6 

— 

2.6 

2.0 

8.90 

1.56 

0.71 
0.75 
1.00 
088 
1.00 


0.61 
1.25 
1.27 
1.90 
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Type  of 
Fund 


iForbesm^^^ 
Fund  Ratings 
1972 


DOLLAR  RESULTS 


Latest 
12  Months 


lO'Year 
Average 
Annual 
Growth 
Rate 


Dividend 
Return 


Assets 

in 
Millions 


Maximum 

Sales 

Charge 


Annual 

Expenses 

(Cents  per 

$100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


7.5% 
6.6% 
6.50/0 


4.3% 
4.9% 
2.2% 


3.1% 
,2.4% 
3.80/0 


NEW  FUNDS' 


Stock  BLC  Income  Fund  (started  10/69) 7.5%  —  2.5o/o  $5.1 

Stock  Boston  Mutual  Equity  Growth  Fund  (started  1/69)  .8.8  —  1.6  2.6 

Stock  The  Burnham  Fund  (started  12/69)  22.2  —  none  16.9 

Closed-End  Cambridge  Fund  (started  1/69)  '  —6.0  —  none  3.9 

Stock  Capital  Trinity  Fund  (started  4/71)  '  15.8  —  1.0  10.0 

Stock  Centurion  Fund  (started  12/69)  —1.4  —  none  3.1 

Stock  CG  Fund  (started  2/68)   18.2  —  1.2  86.1 

Stock  CG  Income  Fund  (started  11/68) —1.4  —  4.1  6.1 

Stock  Chandler  Fund  (started  1/67)  ;  —12.2  —  2.7  1.0 

Bond  Channing  Bond  Fund  (started  10/71) —  —  —  16.4 

Stock  Channing  Venture  Fund  (started  10/70)  30.6  —  none  7.9 

Stock  Chase  Frontier  Capital  Fund  (started  3/68)  34.0  —  none  63.9 

Stock  Chase  Special  Fund  (started  7/69)   8.2  —  0.2  36.4 

Stock  Colonial  Convertible  Fund  (started  10/71) —  —  —  57.0 

Stock  Colonial  Equities  Fund  (started  11/66)  4.6  —  0.9  115.7 

Balanced  Colonial  Income  Fund  (started  12/69)  4.7  —  7.5  175.7 

Stock  Colonial  Ventures  (started  2/69) 10.5  —  0.4  31.5 

Stock  Columbia  Growth  Fund  (started  6/67) 24.2  —  0.6  32.4 

Stock  Columbine  Fund  (started  7/70)  11.5  —  none  4.7 

Stock  Compass  Growth  Fund  (started  4/69) —6.5  —  0.8  4.8 

Stock  Competitive  Associates  Fund  (started  6/69)  — 20.4  —  none  8.6 

Stock  Competitive  Capital  Fund  (started  3/68)  3.9  —  none  57.7 

Stock  Comstock  Fund  (started  10/68)  1.6  —  2.2  110.3 

Stock  Constellation  Growth  Fund  (started  5/67)  0.3  —  none  9.0 

Stock  Contrafund  (started  5/67)  5.1  —  2.6  28.4 

Stock  Country  Capital  Investment  Fund  (started  4/66)  . .  18.4  —  1.0  34.2 

Stock  Davidge  Fund  (started  3/69) 27.7  —  none  10.8 

Bond  Delchester  Mutual  Fund  (started  8/70)  5.1  —  6.3  7.1 

Stock  Delta  Trend  Fund  (started  10/68) 2.7  —  1.3  25.5 

Stock  Diebold  Venture  Capital  (started  4/68)   —3.2  —  none  15.5 

Stock  Directors  Capital  (started  2/70)  25.9  —  none  10.1 

Stock  Drexel  Hedge  Fund  (started  5/69)  —1.6  —  none  2.3 

Stock  Drexel  Investment  Fund  (started  12/68) 5.6  —  1.9  4.8 

Stock  Dreyfus  Leverage  Fund  (started  6/69) 22.4  —  0.1  317.8 

Stock  Dreyfus  Third  Century  Fund  (started  3/72) —  —  —  24.3 

Stock  Dreyfus  Special  Income  Fund  (started  10/71) —  —  —  53.7 

Stock  E  &  E  Mutual  Fund  (started  7/69)t 15.7  —  0.4  2.8 

Stock  Eaton  &  Howard  Growth  Fund  (started  4/68) 30.7  —  0.2  67.1 

Stock  Eaton  &  Howard  Special  Fund  (started  4/68) 16.1  —  0.3  44.4 

Stock  Eberstadt  Fund  (started  9/66)  5.4  —  1.7  44.6 

Stock  Edie  Special  Growth  Fund  (started  8/69) 31.1  —  0.6  49.4 

Stock  Edie  Special  Institutional  Fund  (started  8/69) 31.3  —  0.8  46.6 

Stock  Emerging  Securities  Fund  (started  11/68)  6.8  —  0.9  7.0 

Stock  Equity  Growth  Fund  of  America  (started  8/66) 5.3  —  0.8  115.8 

Stock  Essex  Fund  (started  10/61)tt 8.4  —  0.4  49.6 

Stock  Everest  Fund  (started  5/66)  —0.2  —  4.8  45.0 

Stock  Explorer  Fund  (started  12/67) 24.8  —  0.7  30.7 

Bond  Fidelity  Bond-Debenture  (started  8/71)  —  —  —  43.2 

Stock  Fidelity  Destiny  (started  7/70)  24.5  —  0.8  11.7 

Stock  Financial  Dynamics  Fund  (started  9/67) 7.4  —  1.0  53.7 

Stock  Financial  Venture  Fund  (started  3/69)  19.9  —  1.3  21.4 

Stock  First  Fund  of  Virginia  (started  1/67) 4.5  —  1.4  17.0 

Stock  First  Investors  Discovery  Fund  (started  9/69) 15.2  —  none  8.1 

Stock  First  Investors  Fund  for  Growth  (started  4/66) 16.6  —  none  83.4 

Bond  First  Investors  Fund  for  Income  (started  1/71) 2.8  —  6.6  4.8 

Stock  First  Multifund  of  America  (started  10/67)  15.4  —  none  15.0 

Stock  First  Security  Growth  Fund  (started  8/68)  5.9  —  2.3  3.5 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9,   1966  or  have  met  the  $2  million 

criteria  for  the  first  time.        ft  Information  prior  to  1970  not  available;  not  ranked.        N.A.— Not  available, 
t  Formerly  Worth  Fund. 
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8.50% 

8.50 

none 

none 

8.50 

8.50 


7.50 
7.50 
8.75 
8.50 
8.50 


$1.00 
1.00 
2.14 
3.10 
N.A. 
1.82 


0.79 
1.14 
1.65 
N.A. 
1.03 


8.50 
8.50 
none 
8.50 
8.50 


1.49 
1.52 
N.A. 
0.85 
0.62 


8.50 
none 
8.50 
8.50 
8.75 


8.75 
8.50 
8.50 
8.50 
7.50 


0.99 
1.05 
1.00 
1.05 
1.13 


1.33 
0.95 
2.30 
0.80 
0.81 


none 
8.50 
8.50 
none 
8.75 


1.70 
0.96 
1.00 
1.65 
4.70 


none 
none 
8.75 
8.75 
8.75 


1.50 
1.19 
1.10 
N.A. 
N.A. 


none 
8.50 
8.50 
8.50 
none 


1.63 
0.81 
0.98 
0.90 
0.98 


none 
8.50 
8.75 
8.50 
8.50 


0.87 
1.08 
0.89 
0.63 
0.70 


8.50 
8.00 
8.98 
none 
none 


8.50 
8.75 
8.75 
8.75 
none 
8.50 


0.94 
N.A. 
N.A. 
0.72 
0.77 


1.01 
1.36 
0.99 
1.50 
1.56 
0.91 
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Type  of 
Fund 


tForbeS  mmmmm 

Fund  Ratings 
1972 


DOLLAR  RESULTS 


Latest 
12  Months 


10-Year 
Average 
Annual 
Growth 
Rate 


Dividend 
Return 


Assets 

in 
Millions 


Maximum 

Sales 

Charge 


Annual 

Expenses 

(Cents  per 

$100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


7.5% 
6.6% 
6.5% 


4.3% 
4.9% 
2.2% 


<3.1% 
2.4% 
3.8% 


NEW  FUNDS'- 


Stock 
Stock 
Stock 
Stock 
Stock 


Fletcher  Fund  (started  11/66)   7.6% 

FML  Equity  Income  Fund  (started  3/69) — 0.4 

FML  Growth  Fund  (started  8/68)  4.1 

44  Wall  Street  Fund  (started  7/69) 27.2 

Founders  Income  Fund  (started  2/67)  — 6.3 

Founders  Special   24.0 

Franklin  Custodian  Funds 

Dynatech  Series  (started  1/68)  29.5 

Franklin  US  Government  (started  5/70)  2.9 

Freedom  Fund  (started  5/68) 2.3 

Fund  For  U.S.  Gov.  Sec.  (started  10/69)  3.8 

Fund  For  Mutual  Depositors  (started  8/69) 10.0 

Fund  of  The  Southwest  (started  10/69) 22.5 

Fundex  (started  12/67)  8.9 

Fundpack  (started  10/70)  17.1 

Gateway  Fund  (started  10/69)  21.9 

Growth  Fund  of  America  (started  12/58) —1.2 

Hamilton  Growth  Fund  (started  12/68) 8.6 

Hamilton  Income  Fund  Inc.  (started  12/70) 3.9 

John  Hancock  Growth  Fund  (started  2/69) 10.3 

John  Hancock  Signature  Fund  (started  2/69)  1.7 

Hartwell  &  Campbell  Fund  (started  1/67)  18.1 

Hartwell  &  Campbell  Leverage  Fund  (started  9/68)  11.0 

Hawick  Fund  (started  12/68)   20.1 

Hedberg  &  Gordon  Leverage  Fund  (started  9/70)  .  20.9 

Hedge  Fund  of  America  (started  2/68) —18.1 

Herold  Fund  (started  3/68)  41.3 

Hyperion  Fund  (started  12/70)  28.9 

IDS  New  Dimensions  Fund  (started  8/68) 42.4 

IDS  Progressive  Fund  (started  1/69)  36.0 

Impact  Fund  (started  8/69)  13.3 

The  Income  Fund  of  America  Inc.  (started  2/71). .  1.7 

Index  Fund  (started  7/67) 12.7 

Investment  Guidance  Fund  (started  6/68) 9.3 

Investment  Indicators  Fund  (started  7/67)  2.9 

ISi  Growth  Fund  (started  3/68)  15.1 

ISI  Income  Fund  (started  9/68)  —6.5 

JP  Growth  Fund  (started  10/70) 2.4 

Janus  Fund  (started  2/70)  56.1 

Keystone  Apollo  (started  12/69)  43.3 

Knowledge  Communications  Fund  (started  12/66)  12.0 

Legal  List  Investments  (started  3/68)t 5.3 

The  Lenox  Fund  (started  12/68)  12.3 

Lexington  Growth  Fund  (started  7/69) 16.8 

Lincoln  National  Funds 

Income  Fund  (started  9/69)  — 4.4 

Capital  Fund  (started  9/69)  15.3 

Variable  Annuity  Fund  A  (started  7/67) 3.8 

Variable  Annuity  Fund  B  (started  4/68)  6.3 

Lord  Abbett  Bond  Debenture  Fund  (started  3/71)   .  8.3 

Magellan  Fund  (started  5/63)  42.2 

Magnacap  Fund  (started  1/70)     26.4 

Mass  Capital  Development  Fund  (started  10/70)  30.8 

Mass  Financial  Development  Fund  (started  10/71)  — 

Mass  Income  Development  Fund  (started  10/70) . .  — 0.2 


6.9% 
3.0 
0.9 
none 
5.6 


29.1 
2.4 
5.7 
2.7 
6.7 


8.50% 

8.50 

8.50 

none 

8.50 


$1.03 
1.50 
1.45 
3.49 
0.98 


Stock 
Stock 

Bond 
Stock 


none 

0.4 
5.3 
4.9 


14.0 

22.4 

5.3 

39.9 


8.50 

8.75 
8.75 
8.75 


4.74 

0.99 
0.79 
0.87 


Bond 
Stock 
Stock 
Stock 
Stock 


7.1 

0.9 

0.4 

none 

none 


77.9 

23.9 

2.3 

1.9 

2.5 


1.50 
none 
7.50 

t 
1.50 


0.97 
0.85 
1.00 
N.A. 
1.00 


Stock 
Stock 
Stock 
Stock 
Stock 


0.3 
0.4 
0.3 
4.2 
1.3 


12.8 
37.5 
55.5 
15.9 
32.9 


7.50 
8.50 
8.50 
8.50 
8.00 


1.20 
2.38 
1.19 
1.40 
0.96 


Stock 
Stock 
Stock 
Stock 
Stock 


2.6 

none 
none 
none 
none 


8.5 

14.5 

17.9 

2.3 

2.4 


8.00 
none 
none 
none 
2.00 


1.02 
1.80 
1.30 
1.50 
3.37 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Balanced 
Stock 
Stock 
Stock 


none 

1.9 

none 

0.3 

0.5 


0.5 
6.3 

none 

0.6 

none 


22.9 

13.7 

6.4 

273.7 

262.1 


23.7 

42.8 

1.2 

3.7 

6.7 


none 

l.OOtt 
none 
8.00 
8.00 


8.50 
8.50 
8.50 
none 
none 


1.35 
0.56 
0.74 
0.37 
0.17 


0.60 
0.69 
5.20 
1.75 
1.90 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Stock 


2.1 
5.0 
1.6 

none 
none 


1.2 
0.8 

0.3 
none 


35.9 
12.2 
8.5 
24.3 
24.7 


5.4 
64.1 
14.1 
20.9 


8.50 

8.50 
8.00 
none 
8.75 


8.50 

t 
8.50 
8.50 


0.90 
0.84 
1.00 
4.50 
0.90 


1.06 
1.13 
1.27 
1.41 


Balanced 
Stock 
Stock 
Stock 
Bond 


3.3 

2.8 

8.50 

1.16 

1.4 

10.8 

8.50 

1.10 

none 

65.7 

8.75 

1.32 

none 

17.4 

8.75 

1.33 

6.9 

108.5 

8.50 

0.61 

none 

11.7 

8.50 

N.A. 

none 

4.1 

8.75 

1.50 

none 

11.1 

8.50 

1.37 

... 

227.6 

8.50 

N.A 

5.7 

259.5 

8.50 

0.84 

Closed-End 

Stock 

Stock 

Stock 
Balanced 


*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9,   1966  or  have  met  the  $2  million 

criteria  for  the  first  time.         f  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 
t  Formerly  Fletcher  Capital  Fund.        ft  Entrance  fee.        N.A  —Not  available 
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MUTUAL  FUND  AND  OTHER  INVESTORS 

Please  take  a  moment— We  would  like  for  you  to  know  about 


IROWE  PRICE 

GROWTH  STOCK  FUND,  INC 


A  NO-LOAD  FUND 


established  in  1950  to  provide  experienced  investment  management  for  individuals  and 
institutions  who  seek: 

GROWTH  OF  MARKET  VALUE 

AND 

INCREASE  OF  FUTURE  INCOME 

through  long-term  investment  primarily  in  growth  stocks  of  well  established  companies. 


OUR  INVESTMENT  APPROACH 

The  basic  purpose  of  most  mutual  funds  is  to  offer  professional 
management  of  a  diversified  portfolio  of  securities  with  various 
investment  objectives  usually  including  hedging  against  inflation. 
But  there  are  many  mutual  funds  and,  consequently,  many  differ- 
ent management  approaches. 

Specifically,  management  of  the  T.  Rowe  Price  Growth  Stock 
Fund  believes  that  long-term  inflation  is  a  more  serious  threat  to 
investors  than  short-term  stock  market  fluctuations.  The  Fund 
therefore  is  managed  for  long-term  investment  and  not  for  short- 
term  speculation.  Accordingly,  the  Fund  has  low  portfolio  turn- 
over; does  not  use  leverage;  does  not  engage  in  short-selling;  or 
invest  in  restricted  securities  as  a  policy. 

In  pursuit  of  the  Fund's  goals,  management  seeks  to  invest  in 
companies  which  it  expects  will  grow,  over  a  period  of  time,  faster 
than  the  general  economy  and  faster  than  inflation.  While  there 
can  be  no  assurance  that  the  companies  thej^und  invests  in  will 
experience  higher  earnings  or  that  this  necessarily  will  result  in 
higher  dividends  and  market  value,  we  would  like  to  send  you  a 
free  Prospectus  which  describes  what  the  Fund  has  accomplished 
in  its  twenty-two  year  history. 

YOU  PAY  NO  SALES  COMMISSION- 
NO  REDEMPTION  PENALTY 

Shares  of  the  Fund  are  purchased  and  redeemed  directly  with  the 
Fund  at  net  asset  value  per  share.  This  means  we  do  not  have 
salesmen  working  on  a  commission  basis.  Consequently,  the  en- 
tire amount  of  your  investment  is  applied  to  purchase  of  shares. 
Nothing  is  deducted. 

OUR  MANAGEMENT  COSTS 

Whether  or  not  there  is  a  sales  charge,  all  mutual  funds  have  a 
management  fee  and  other  related  costs  which  shareholders  pay 
each  year.  Every  mutual  fund  describes  all  costs  to  shareholders 
in  its  prospectus. 

The  investment  advisory  fee  for  the  Growth  Stock  Fund  is  as 
follows: 

1  /2  of  1%  of  the  first  $50,000,000  of  assets  in  the  Fund 
4/10  of  1%*of  assets  over  $50,000,000  up  to  $150,000,000 
35/100  of  1%  of  assets  over  $150,000,000  up  to  $1 ,000,000,000 
3/10  of  1%  of  assets  in  excess  of  $1,000,000,000 


As  indicated,  management  has  reduced  the  advisory  fee  on 
three  different  occasions  as  the  Fund  has  grown  larger.  Including 
all  related  costs,  such  as  bank  custodian,  legal,  and  so  forth,  the 
entire  annual  expense  of  investing  in  the  T.  Rowe  Price  Growth 
Stock  Fund,  currently,  is  just  a  little  over  1/2  of  1%  of  the  share- 
holder's investment  (our  1971  expense  ratio  equaled  53/100  of  1%). 

WAYS  FOR  YOU  TO  PARTICIPATE 

It  is  possible  to  open  a  regular  account  with  the  Fund  with  as  little 
as  $500.  To  this  the  shareholder  can  add  as  little  as  $50  when- 
ever he  wishes. 

The  Fund  also  offers  special  plans  or  is  available  for: 

Gifts  to  Minors 

Voluntary  Systematic  Investing 

Retired  Persons  or  Others  who  wish  to  receive  a 

"Check-A-Month" 
Tax-Sheltered  Retirement  Plan  for  Self-Employed 

Persons (Keogh) 
Qualified  Profit  Sharing,  Pension  and  Thrift  Prototype 

Plans  for  Corporations 

WHO  SHOULD  NOT  INVEST  IN  THE  FUND 

Like  many  mutual  funds  with  a  growth  objective,  the  T.  Rowe  Price 
Growth  Stock  Fund  is  stock  oriented  and  not  intended  to  provide 
a  balanced  investment  program  to  meet  all  requirements  of  every 
investor.  Management  believes  individual  investors  should  first 
provide  for  life  insurance  and  maintain  adequate  cash  reserves 
before  investing  in  common  stocks.  In  saying  this,  however,  it 
should  also  be  added  that  the  adviser  to  the  Fund  specializes  in 
investment  management  and  does  not  offer  other  financial  serv- 
ices such  as  insurance,  banking,  or  brokerage.  Investors  who  can- 
not afford  to  commit  assets  for  long-term  investment  in  growth 
stocks  or  those  who  prefer  short-term  speculation  should  not  in- 
vest in  the  Fund. 


INVESTMENT  ADVISER 

The  Fund  was  established  in  1950  by  T.  Rowe  Price  Associates, 
Inc.,  a  private  investment  research  and  counsel  firm  serving  insti- 
tutional and  individual  clients  since  1937. 


A  postage-paid  reply  card  is  attached  if  you  wish  to  receive  a  prospectus  and  other  information.  If  this  reply 
card  has  been  removed,  simply  write  or  call  T.  Rowe  Price  Growth  Stock  Fund,  Dept.  A8,  One  Charles 
Center,  Baltimore,  Maryland  21201,  Telephone  (301)  539-1992. 
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Mates  Inwestment  Fund  (started  7/67)  —2.8%  —  none  $    4.9 

MONY  Fund  (started  7/70)  15.3  —  0.3%  10.0 

W.  L.  Morgan  Growth  Fund  (started  12/68) 21.0  —  0.8  93.7 

Mutual  Benefit  Growth  Fund  (started  1/71) 0.8  —  0.7  3.4 

Mutual  of  Omaha  Growth  Fund  (started  5/68)      . .  12.5  —  1.2  25.9 

Mutual  of  Omaha  Income  Fund  (started  5/69) 3.2  —  4.5  15.4 

Naess  &  Thomas  Special  Fund  (started  1/68)  ...  22.4  —  0.6  22.2 

NEL  Equity  Fund  (started  12/68)  —1.1  —  2.7  7.1 

NEL  Growth  Fund  (started  12/68)  12.6  —  0.9  23.2 

Neuwirth  Century  Fund  (started  4/69) 14.3  —  none  12.0 

Neuwirth  Fund  (started  2/67)  4.5  —  none  43.7 

New  England  Life  Side  Fund  (started  6/70) 13.4  —  0.5  17.7 

New  York  Venture  Fund  (started  2/69) 13.9  —  0.4  58.3 

Oceanographic  Fund  (started  5/68)  4.2  —  0.9  16.6 

Ocean  Technology  Fund  (started  7/68) 26.7  —  none  2.5 

Omega  Fund  (started  4/68)  32.7  —  0.2  48.3 

O'Neil  Fund  (started  9/66)  27.5  —  none  14.8 

One  Hundred  Fund  (started  11/66)  —2.6  —  3.6  47.2 

One  Hundred  &  One  Fund  (started  12/66) —4.9  —  6.2  3.6 

Oppenheimer  A.I.M.  Fund  (started  12/69) 13.3  —  none  130.6 

Oppenheimer  Time  Fund  (started  10/71) —  —  —  60.3 

Pace  Fund  (started  7/69)  34.2  —  none  28.8 

Pennsylvania  Mutual  Fund  (started  6/67)  — 7.2  —  none  9.7 

Pension  Equity  Fund  (started  3/68) —1.3  —  0.6  2.5 

Phoenix  Fund  (started  9/70)  —0.1  —  4.1  6.3 

Pilot  Fund  (started  9/67)  11.3  —  none  42.4 

Pioneer  II  (started  9/69) 27.2  —  1.2  6.1 

Polaris  Fund  (started  8/68)  43.2  —  0.3  91.2 

Price  Capital  Fund  (started  9/69)tt  N.A.  —  N.A.  N.A. 

Rowe  Price  New  Era  Fund  (started  5/69) 12.2  —  1.4  146.2 

Progress  Fund  (started  8/69)  27.1  —  0.4  6.9 

Provider  Growth  Fund  (started  2/70) —0.2  —  1.0  4.3 

PRO  Fund  (started  9/67)  12.5  —  1.0  47.8 

Putnam  Equities  (started  9/67)  31.1  —  0.4  96.1 

Putnam  Vista  (started  6/68)  40.5  —  0.2  107.1 

Putnam  Voyager  (started  4/69)  45.7  —  none  45.1 

Redmond  Growth  Fund  (started  7/71) 39.4  —  none  10.0 

Paul  Revere  Courier  Fund  (started  8/69) 3.2  —  0.7  7.1 

Rinfret  Fund  (started  1/70) 1.8  —  1.2  5.5 

Rittenhouse  Fundft  5.2  —  2.5  4.6 

Sagittarius  Fund  (started  11/66)  6.5  —  none  0.8 

Schuster  Fund  (started  9/67)  3.7  —  0.9  27.3 

Schuster  Spectrum  Fund  (started  8/69)4: 9.3  —  none  2.0 

Scudder  Development  Fund  (started  2/71) 59.6  —  none  31.4 

Security  Ultra  Fund  (started  9/69)  38.1  —  0.1 

Selected  Opportunity  Fund  (started  8/70) 15.2  —  0.1 

Selected  Special  Shares  (started  1/68)  2.5  —  1.0 

Sentinel  Growth  Fund  (started  9/69)  14.9  —  0.8 

Sentinel  Income  Fund  (started  9/69) 1.9  —  5.4 

Sentry  Fund  (started  5/70)  26.1  —  0.7 

Sequoia  Fund  (started  7/70)   8.1  —  1.2 

Shearson  Appreciation  Fund  (started  3/70) — 3.1  —  none 

Shearson  Income  Fund  (started  9/71)  —  —  — 

Shearson  Investors  Fund  (started  3/71) -  —2.5  —  2.0 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  February  9,   1966  or  have  met  the  $2  million 

criteria  for  the  first  time.         t  Fund  no  longer  selling  new  shares;  existing  shares  traded  overthecounter. 
t  Formerly  Becker  Fund.         ft   Not  rankeci;  under  new  management          N.A.   Not  available. 
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FORBES.   AUGUST   15,    1972 


Hey  Ogiivy  &  Mather! 

Some  of  the  most  important  executives  you  know  run  these  companies: 


American  Cyanamid  Co. 
American  Express  Company 
Avon  Products,  Inc. 
Bristol-iVlyers  Company 
Campbell  Soup  Co. 
Canadian  Industries  Ltd. 
Cessna  Aircraft  Co. 
Corning  Glass  Works 

(Steuben  Glass) 
Distillers  Corp. 

(The  House  of  Seagram) 
General  Cigar  Co. 
General  Foods  Corp. 
Hershey  Foods  Corp. 
International  Business  Machines 


International  Nickel  Co.,  Inc. 

International  Paper  Co. 

Johnson  &  Johnson 

Lever  Brothers  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

National  Distillers  &  Chemical  Corp. 

Owens/Corning  Fiberglas 

RCA  Corp. 

(Hertz  Rent  A  Car) 
Sears,  Roebuck  &  Co. 
Shell  Oil  Company 
Smith,  Kline  &  French 
Warnaco,  Inc. 

(Hathaway,  C.  F.  Ltd.) 
Warner-Lambert 


And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:  Please  check  below  those^magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 

No. 

% 

FORBES 

277 

72.5 

Business  Week 

238 

62.3 

Time 

217 

56.8 

Fortune 

217 

56.8 

Newsweek 

120 

31.4 

U.S.  News  &  World  Report 

104 

27.2 

None  specified 

5 

1.3 

If  you  have  checked 

more  than 

two  of  the  above 

magazines,  which  two 

most  thoroughly? 

FORBES 

166 

43.5 

Business  Week 

158 

41.4 

Time 

133 

34.8 

Fortune 

93 

24.3 

Newsweek 

61 

16.0 

U.S.  News  &  World  Report 

59 

14.1 

Not  stated 

25 

6.5 

Now^t's  likely  that  all  the  officers  of  these  important  Ogiivy  &  Mather  clients  receive  all  six  of  these  maga- 
zines regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  execu- 
tives, don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a 
convincing  assortment? 


Forbes  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


^Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  April  and 
May  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Ogiivy  &  Mather  clients  (or 
their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies).  Of  a  net 
mailing  to  552  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comp- 
trollers), 382  or  69.2%  responded. 
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NEW  FUNDS'* 


Stock 
Stock 
Stock 
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Sherman,  Dean  Fund  (started  2/68) —1-3%  —  1.0%  $    6.5 

Side  Fund  (started  7/68) 1.3  —  1.7  38.2 

Sigma  Capital  Shares  (started  10/67)  12.8  —  0.4  40.2 

Sigma  Venture  Shares  Inc.  (started  1/70) 35.9  —  0.8  5.5 

SMC  Investment  Corp.  (started  10/68) 9.8  —  4.6  214.0 

Smith,  Barney  Equity  Fund  (started  8/68) 22.1  —  0.4  89.2 

Smith,  Barney  Income  &  Growth  Fund 

(formerly  Moody's  Fund)  (started  6/67)  —0.8  —  4.0  4.5 

Sogen  International  Fund  Inc.  (started  4/70) 26.3  —  1.0  11.5 

Southwestern  Investors  Growth  Fund  (started  5/68)  24.0  —  0.2  3.6 

Spectra  Fund  (started  7/69) 21.5  —  none  6.3 

Standard  &  Poor's/ Intercapital 

Special  Fund  (formerly  S&P  Counselors  Fund) 

(started  1/70)  29.9  —  none  16.8 

Standard  &  Poor's/ Intercapital 

Dynamics  Fund  (formerly  Torrence  Equity  Fund) 

(started  5/69)     . 

tate  Farm  Growth  F 

tate  Farm  Income  Fi 
tralem  Technology  Fi 
icholas  Strong  Fund 
ummit  Capital  Fund 

Supervised  Investors 

Growth  Fund  (started  4/66)  8.6  —  1.5  210.9 

Summit  Fund  (sUrted  2/69)  21.5  —  0.9  69.0 

Syncro  Growth  Fund  (started  2/68) 5.5  —  1.3  21.1 

Syncro  Income  Fund  (started  10/69) 4.1  —  4.0  2.1 

Technivest  Fund  (started  12/68) 
TMR  Appreciation  Fund  (started  7/69] 
Tower  Capital  Fund  (sUrted  11/68) 

Transamerica  Capital  Fund  (started  7, 
Transamerica  Investors  Fund  (started 
Travelers  Equities  Fund  (started  5/62 
Trustees'  Equity  (started  2/67) 

Tudor  Hedge  Fund  (started  6/69)  . . . 
Twenty  Five  Fund  (started  5/69)  .... 

Unifund  (started  4/65)  

Union  Capital  Fund  (started  12/69)  . 

United  Bond  (started  3/64) 
United  Cont'l  Growth  Fund  (started  6, 
United  Cont'l  Income  Fund  (started  6, 
United  Vanguard  (started  10/69) 

Value  Line  Development  Capital  (start 
Value  Line  Leverage  Growth  Investors  I 
Vance  Sanders  Special  Fund  (started  : 
Vanguard  Fund  (started  12/60)  

Weingarten  Equity  Fund  (started  3/67)  30.7  —  none  10.3 

Wellesley  Income  Fund  (started  7/70) 1.9  —  8.5  98.1 

Wfestfield  Growth  Fund  (started  8/69)  17.5  —  0.9  4.2 

Clarence  M.  Whipple  Fund  (started  5/68) 1.9  —  2.1  1.2 

Willow  Fund  (started  10/70) ll  —           U  l74 

Wincap  Fund  (started  5/69)  31.6  —  none  14.8 

Ziegler  Fund  (started  9/70) 11.5  —           2.1  6.3 

Ziegler  Select  Fund  (started  9/70)  21.6  —           0.4  }  4.1 

*  Funds  which  started  business  with  assets  of  at  least  \2  million  after  February  9,   1966  or  have  met  the  $2  milMon 

criteria  for  the  first  time.  t   Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 

i  Formerly  SCI  Equity  Fund.        N.A.— Not  ava'lable. 
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22.7 
12.3 
36.2 

—  1.4 

—  none 

—  2.3 

—  0.3 

17.3 
3.4 
2.6 

25.7 

t 
8.50 
8.50 
8.50 

1.64 

StoU 

Twenty  Five  Fund  (started  5/69) 

1.46 

Stock 

Unifund  (started  4/65)  

0.90 

Stock 

Union  Capital  Fund  (started  12/69) 

0.90 

Bond 

United  Bond  (started  3/64) 

6.7 

9.6 

1.7 

18.6 

—  5.5 

—  0.7 

—  4.8 

—  0.7 

39.6 
72.1 
95.5 
54.6 

8.75 
8.75 
8.75 
8.75 

0.29 

Stock 
Stock 
Stock 

United  Cont'l  Growth  Fund  (started  6/70) 

United  Cont'l  Income  Fund  (started  6/70) 

United  Vanguard  (started  10/69) 

1.14 
0.99 
1.01 

Closed-End 
Stock 
Stock 
Stock 

Value  Line  Development  Capital  (started  2/68) 
Value  Line  Leverage  Growth  Investors  (started  2/72) 

Vance  Sanders  Special  Fund  (started  11/68) 

Vanguard  Fund  (started  12/60)  

—7.1 

23.2 
—6.1 

—  none 

—  0.4 

—  1.1 

30.7 
7.4 

64.3 
1.9 

none 
8.75 
8.50 
8.50 

1.34 

N.A. 
0.96 
0.99 

none 

3.90 

8.50 

0.91 

8.00 

1.08 

1.50 

1.04 

none 

0.84 

8.50 

1.86 

8.50 

0.93 

7.00 

1.01 
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(Continued  from  page  75) 
express  dissatisfaction  with  the  per- 
formance of  their  funds.  That  level 
of  dissatisfaction  with  the  product 
is  no  doubt  understated.  One  study 
showed  that  60%  who  gave  "need 
the  money"  as  a  reason  for  redeem- 
ing their  shares  also,  when  ques- 
tioned further,  voiced  dissatisfac- 
tion with  the  fund's  performance. 
The  most  common  reasons  for  re- 
deeming were  home  purchase,  cur- 
rent living  needs  and  education  for 
the  children.  Forbes  talked  with 
Charles  Griffis  of  New  York,  who 
sold  most  of  his  mutual  fund  shares 
to  buy  some  major  appliances.  "I 
had  a  paper  loss  on  my  shares,"  he 
said,  "and  I  decided  it  was  cheaper 
for  me  to  take  the  loss  than  to  pay 
interest  on  a  loan,  particularly  as 


my  fund  didn't  seem  to  be  going 
anywhere.  If  it  had  been  perform- 
ing better,  I  would  have  kept  it 
and  borrowed  the  money."  Com- 
ments like  this  are  full  of  forebod- 
ing for  funds  that  do  not  perform 
well,  especially  when  risk-free 
bonds  and  savings  accounts  yield 
almost  as  much  as  good  funds. 

Though  it  does  not  show  up  in 
the  Forbes  surveys,  it  is  clear  that 
some  of  the  redemptions  are 
prompted  by  the  fact  that  some 
funds  are  almost  back  to  1968-69 
levels  after  being  considerably  low- 
er. This  is  confirmed  by  Walter 
Losk,  vice  president  of  Sharehold- 
ers Management  Co.,  which  runs 
the  Enterprise  and  Fletcher  funds 
and  five  other  funds  and  manages 
$1.1  billion  in  assets.  "We  did  an 


informal  telephone  survey  of  re- 
deeming shareholders,"  he  said. 
"We  found  that  a  lot  of  them  had 
bought  during  the  1967-68  highs 
and  now  have  a  'get-even-and-get- 
out'  philosophy." 

Some  of  this  is  due  to  faulty 
marketing  in  the  past.  Too  many 
investors  were  encouraged  to  buy 
funds  for  speculation,  for  big,  fast 
profits,  rather  than  for  what  they 
truly  are:  a  long-term  investment 
for  above-average  yield  and  infla- 
tion protection.  Victims  of  the  hard 
sell  are  unprepared  for  temporary 
losses  and  are  like  the  fellow  who 
buys  a  brand  of  soap  once  but 
doesn't  stay  with  the  product.  One 
survey  showed  that  53%  of  redeem- 
ers were  small  investors  with  less 
than  $2,500  in  fund  shares,   and 


-110 


STANDARD  &  POOR'S 
500  AVERAGE 


-100 


12/29/61 


12/71 
6/30/72 


WHAT  THE  RATINGS  MEAN 

FORBES^  rates  mutual  funds  on  the  basis  of  their  perform- 
ance in  three  rising  markets  and  three  falling  markets  (see 
chart).  We  rate  funds  against  each  other  rather  than  on  an 
absolute  scale.  In  up  markets  the  top  12.5%  get  an  A+;  the 
next  12.5%  get  an  A,  the  next  25%  get  B;  the  next  25%  get 
C;  the  lowest  25%  get  D.  Funds  that  failed  to  perform  as  well 
as  their  overall  average  in  the  recent  up  market  were  penal- 


ized one  rank.  In  down  markets,  reflecting  the  poor  perform- 
ance in  the  last  crash,  we  also  give  F  ratings.  As  a  result,  a  fund 
gets  a  B  rating  in  down  markets  only  if  its  average  perform- 
ance over  the  three  down  markets  was  better  than  the  S&P 
500.  Funds  that  did  an  outstanding  job  got  an  A  or  A+.  Those 
that  didn't  beat  the  averages  at  all  got  a  C,  D,  or  F,  depending 
on  how  poorly  they  fared.  Funds  that  failed  to  perform  as  well 
as  their  overall  average  in  the  last  crash  were  penalized  one 
rank. 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy 
these  sectirities.  The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


$125,000,000 

Western  Union  Corporation 

5V4%  Convertible  Subordinated  Debentures 

due  August  1, 1997 


luestern  union 


Price  100% 


and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  siich  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


Kuhn,  Loeb  &  Co. 
Dillon,  Read  &  Co.  Inc.  The  First  Boston  Corporation 


Goldman,  Sachs  &  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Blyth  &  Co.,  Inc.  Drexel  Firestone 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 


Lehman  Brothers 

Incorporated 

Salomon  Brothers 
duPont  Glore  Forgan 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 
Lazard  Freres  &  Co. 


Loeb,  Rhoades  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Stone  &  Webster  Securities  Corporation 


Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Bear,  Stearns  &  Co.      Robert  Fleming      E.  F.  Hutton  &  Company  Inc. 

Incorporated 

New  Court  Securities  Corporation 


Reynolds  Securities  Inc. 
Shields  &  Company 

Incorporated 

July  27,  1972 


Paribas  Corporation 
Shearson,  Hammill  &  Co. 

Incorporated 

UBS-DB  Corporation 


The  Funds 


48%  had  held  the  shares  for  less 
than  four  years.  It  is  apparent  that 
these  investors  were  sold  funds  dur- 
ing the  go-go  era  and  quickly  found 
that  the  funds  weren't  what  they 
wQre  supposed  to  be.  "We  shouldn't 
say:  'Hey,  this  fund  went  up  30% 
last  year,  climb  aboard,' "  says 
Donald  Bibeault,  vice  president  of 
corporate  planning  of  IS  I  Corp.  in 
San  Francisco.  "We  should  say: 
'We  think  you  can  get  8.5%  over 
the  long  term  by  participating  in 
the  equity  of  the  U.S.  economy.'  " 

Are  load-charging  mutual  funds 
priced  competitively  with  the  al- 
ternatives? The  load  funds  are 
surely  at  a  disadvantage  with  their 
8.5%  sales  commission,  particularly 
when  the  consumer  is  looking  for 
bargains  in  everything  else  he  buys. 
In  the  words  of  Financial  Pro- 
grams' James  Richards:  "The  only 
certainty  about  comparative  per- 
formance between  a  load  and  a  no- 
load  fund  is  that  the  load  fund  has 
to  show  a  9.3%  appreciation  just  to 
get  back  to  where  the  no-load 
started."  That  many  fund  investors 
have  figured  this  out  for  them- 
selves is  shown  by  the  fact  that,  ac- 
cording to  one  study,  17%  of  re- 
deemers planned  to  put  their  mon- 
ey into  no-loads. 

Financial  Programs'  solution  was 
to  go  no-load.  Some  other  fund 
firms  have  decided  to  fight  rather 
than  switch.  Others  are  consider- 
ing lowering  the  sales  charge. 

The  SEC  has  recently  eased  its 
interpretation  of  the  statutes  cov- 
ering advertising,  and  this  will 
make  advertising  a  little  easier  and 
somewhat  more  effective  than  it 
has  been  in  the  past.  For  example, 
in  certain  types  of  advertisements, 
illustrations  may  be  used,  increas- 
ing the  stopping  power  of  the  ad- 
vertisements. Financial  Programs  is 
one  firm  that  is  planning  more  ag- 
gressive uses  of  advertising.  "We 
intend  to  use  the  conventional  me- 
dia, not  only  financial  publications, 
but  consumer  publications  as  well," 
says  James  Richards. 

The  smarter  funds  are  looking 
for  ways  to  communicate  better 
with  stockholders.  Several,  includ- 
ing Dreyfus  Corp.  and  Financial 
Programs  Inc.,  have  set  tip  "hot- 
lines" so  that  customers  with  prob- 
lems can  call  in  for  advice.  Before 
it  set  up  its  hot-line,  Dreyfus  had 
been  contacting  people  who  were 
seeking  to  redeem.  As  Charles  Ru- 
bens, assistant  to  the  president  of 
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Dreyfus,  put  it:  "We  found  an  ap- 
palling ignorance  about  their  rights 
as  fundholders  and  about  the  op- 
tions open  to  them."  As  a  result, 
Dreyfus  obtained  an  SEC  exemp- 
tion that  allows  a  person  who  has 
redeemed  to  be  reinstated  within  15 
days  without  loss  or  charge.  This 
allows  the  fund  to  explain  all  of  the 
available  options  to  the  customer 
before  he  finally  loses  all  rights.  "So 
far,  we  have  found  that  about  15% 
of  potential  redeemers  change  their 
minds  when  the  options  are  ex- 
plained," according  to  Rubens. 
Other  films  are  now  seeking  simi- 
lar exemptions. 

National  Securities,  which  runs 
seven  funds  and  $900  million  in  as- 
sets, recently  sui-veyed  redeeming 
shareholders  and  sent  the  results  to 
all  regional  marketing  managers 
with  the  comment  that  "neither  we 
nor  stockbrokers  are  communicating 
very  effectively  with  our  shareown- 
ers  and  clients.  In  this  vacuum, 
misleading  and  onesided  pubhcity 
can  be— and  is— devastating."  The 
letter  added  that  "the  brokers,  as 
a  whole,  appear  to  have  simply  not 
communicated  at  all— or  very  little 
—after  the  sale,"  and  it  further 
pointed  out  that  "stockbrokers  are 
missing  opportunities  to  provide 
'service  after  the  sale'  which  often 
leads  to  more  sales." 

The  huge  Wellington  Manage- 
ment Group  (seven  funds,  $2.5  bil- 
lion assets)  has  taken  a  page  right 
out  of  the  soap  sellers'  book.  "We 
have  launched  a  promotional  cam- 
paign in  the  dealer  community  to 
interest  people  in  funds,"  says  Wil- 
liam Robertson,  vice  president  of 
communications.  "We  are  making  a 
special  offering  on  our  W.L.  Mor- 
gan Growth  Fund.  This  offers  the 
dealer  a  larger  percentage  of  the 
sales  charge  for  a  limited  period." 
That  is  an  example  of  what  the 
consumer  goods  industry  would 
call  a  "trade  allowance"  or  "dealer 
incentive  allowance"  promotion. 

There's  no  doubt  but  that  the 
fast-growth  phase  of  the  mutual 
fund  industry  is  in  the  past— at 
least  as  long  as  bonds  and  savings 
accounts  are  strong  competitors. 
But  there  is  no  reason  why  the  in- 
dustry's maturity  phase  can't  be  a 
long  and  prosperous  one.  At  least 
for  those  among  the  funds  that 
produce  above-average  results,  and 
merchandise  them  cleverly.  For 
there's  no  question:  The  basic 
product  is  a  sound  one.   ■ 


The  1972  Mutual 
Fund  Guide 


...used  by  investors,  brokers,  and  money 
managers  in  all  50  states  and  in  67  for- 
eign countries  and  now  available  to  you 
in  this  special  offer. 

FUND  PERFORMANCE  DATA 

Each  fund's  record  over  the  past  ten 
years  (or  life  of  the  fund  if  shorter)  is 
broken  down  year-by-year  to  show 
annual  fluctuations  in  asset  value,  in 
dividend  payments  and  in  capital  gain 
distributions.  For  each  fund  results  are 
shown  three  ways:  1)  assuming  all  dis- 
tributions taken  in  cash;  2)  assuming 
dividends  taken  in  cash,  capital  gains 
reinvested;  3)  assuming  all  distributions 
reinvested,  compounded. 

10-YEAR  RESULTS 

The  Guide  reveals  that  an  assumed 
$10,000  investment  in  the  period 
1/1/62-12/31/71  (with  all  distributions 
reinvested)  grew  to  an  average  value  of 
$18,640  for  all  mutual  funds.  However, 
individual  funds  showed  vast  differences: 
the  top  fund  grew  in  value  to  $39,295  — 
the  bottom  fund  declined  in  value  to 
$7,963.  FundScope  ranks  ALL  FUNDS  in 
order  of  performance. 

FUNDS  are  rated  for  performance  in 
both  rising  and  declining  markets,  and 
for  yield/income.  Of  468  mutual  funds, 
only  8  are  rated  above-average  for 
Growth -Income -Stability  combined. 
FundScope  names  the  8  funds. 

VITAL  FACTS  ON  FUNDS 

INCLUDES:  Year-end  data  on  Total 
Assets,  Under  Present  Management 
Since,  P/E  Ratios.  Funds  that  sell  short, 
Hedge,  Buy  Puts  &  Calls,  Use  Leverage, 
Invest  in  Restricted  Securities,  Portfolio 
Turnover  Rates,  Group  Volatility,  Sales 
Commission  Breakdown,  Keogh  Plan, 
Portfolio  Distribution,  Management  Fee, 
etc.,  for  each  fund  &  much  more  plus: 

VALUABLE  GENERAL  DATA 

INCLUDES:  MUTUAL  FUND  DIREC- 
TORY: Fund  NAME  CHANGES,  and  fund 
names,  addresses,  and  telephone  num- 
bers; address  and  telephone  number  of 
Transfer  Agent  and  name  of  Custodian; 


name,  address,  and  telephone  number  of 
insurance  affiliate,  if  any;  DOW-JONES 
INDUSTRIAL  AVERAGE-the  High-Low- 
Close  and  dividend  for  each  year  back  to 
1929;  TOTAL  NET  ASSETS— Funds 
Ranked  by  Size;  Glossary  of  mutual  fund 
terms;  Each  fund's  ten  largest  Portfolio 
Positions;  and  many  more  pages  of 
information. 

A  THINKING  MAN'S  GUIDE 
TO  MUTUAL  FUNDS 

Performance  results  alone  may  be  very 
deceptive.  With  hundreds  of  mutual  funds 
to  choose  from,  you  can  make  an  intelli- 
gent selection  only  if  you  dig  behind  the 
record.  For  example,  what  changes  have 
occurred  in  management,  investment 
objective  and  investment  policy?  Fund- 
Scope  gives  you  this  vital  information, 
saving  you  tedious  hours  of  research. 


SPECIAL  TRIAL  OFFER 

(new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  You'll  receive: 

1)  The  1972  Mutual  Fund  Guide.  The  new 

mutual  fund  bible.  (THIS  GUIDE  ALONE 
SELLS  FOR  $15.)  And  you'll  receive— 

2)  FundScope's  August,  September  and 
October  issues. 

During  the  past  year,  each  monthly  issue 
averaged  194  pages  per  Issue!  No  other 
publication  approaches  FundScope's  in- 
depth  reviews  of  selected  mutual  funds 
and  featured  articles  on  subjects  of  vital 
interest  to  mutual  fund  shareholders  and 
professionals. 

3)  PLUS  3  big  bonus  reports:  "Are  No- 
Load  Funds- A  Bargain?";  "Which  Funds 
Were  Top  Performers?";  "Which  Funds 
Performed  Well  In  Up  And  Down  Markets?" 
ALL  YOURS  WITH  THIS  SPECIAL  TRIAL 
SUBSCRIPTION  OFFER. 

ACT  NOW:  MAIL  YOUR  $17.00  TODAY,  or 

if  you  prefer  the  above  offer  with  a  full 
money-saving  14-month  subscription,  send 
$50.00  (10-day  returnable  guarantee). 
Include  ZIP. 


NOTE:  FundScope  does  not  sell  mutual  funds  or  have  any  connection 
whatsoever  with  any  fund  or  related  company.  No  salesman  will  call. 

Not  available  in  bookstores  or  on  newsstands. 


FundScope 


Dept.  F-37,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  California  90067 
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We 

bottle,  box, 
bog,  wrap,  con 

and  freeze 
convenience. 


We  have  the  convenience  food  market  very 
neatly  packaged.  The  demand  for  new 
convenience  foods  is  rapidly  rising.  To 
date,  we  have  bottled,  boxed,  bagged, 
wrapped,  canned  and  frozen  convenience  in  a 
number  of  delicious  ways— Downyflake 
Frozen  Waffles,  Pet-Ritz  Pies,  Musselman's 
Apple  Sauce,  Pet  Whip,  Old  El  Paso  Mexican 
Foods,  Sego  Diet  Foods,  Laura  Scudder's 
Potato  Chips  and  many,  many  more. 
Consumer  needs  for  new  and  varied 


convenience  foods  are  growing.  And  our 
expansion  into  these  high-potential  markets 
keeps  us  growing  strong. 

Pet  Incorporated  is  a  highly  diversified 
company  with  sales  approaching 
$800,000,000.  By  becoming  involved  in 
dynamic  new  markets,  Pet  has  become  one  of 
the  nation's  growth  leaders.  Over  the  past 
seven  years.  Pet's  annual  growth  rate  in 
earnings  per  share  has  been  nearly  10%. 


In  growth  and  diversification  ...  Pet  performs! 


PET 

INCORPORATED 


^^ 


If 


Convenience  8c 
Specialty  Foods 


Milk& 

Dairy  Products 


Store  Environrrjents  & 
Distribution  Services 


Specialty  Retailing  & 
Consumer  Services 


The  Forbes  Index 
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Composed  of  the  following: 
Production 

•  How  mucfi  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Depl.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 
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^      JULY  113.9 

AUG.  115.2 

SEPT.     116.2 

OCT 116.2 

NOV 117.7 
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JAN. 
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APR. 

MAY 


118.0 

119.0 

121.1 

, 123.3 

123.8 

125.2 


Commerce  privately  ov/ned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


JUNE  (Prel.)   125.3 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Market  Doldrums 


This  day  a  year  ago,  on  Aug.  15, 
1971,  President  Nixon  yielded  to  the 
clamor  of  the  people  to  do  something 
about  inflation,  restore  faith  in  the 
dollar,  stop  the  deficits  in  our  trade 
and  international  payments  balances, 
reduce  unemployment,  get  the  econ- 
omy out  of  the  rut,  etc.,  etc.  Well, 
presumably  much  against  his  own  in- 
clination, the  President  succumbed  to 
the  pressures  and  proposed  a  wide- 
ranging  program  designed  to  solve  all 
of  our  ecbnomic  ills  via  legislation.  As 
far  as  Wall  Street  was  concerned,  the 
effect  of  Nixon's  Sunday  night  TV  ad- 
dress was  electrifying:  The  DJI 
jumped  33  points  the  following  day. 
In  retrospect,  we  know  that  the 
skeptics— and  I  was  one  of  them— 
were  right.  The  dollar,  despite  its  de- 
valuation, or  to  put  it  more  palatably, 
despite  the  revaluation  of  other  cur- 
rencies, is  still  very  much  on  the  de- 
fensive. The  free  market  price  of  gold 
has  risen  to  around  $70  an  ounce. 
The    Eurodollar    problem    is    as    un- 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


solved  as  it  was  then.  The  Swiss  now 
charge  8%  on  foreign  deposits  instead 
of  paying  interest.  The  French  now 
have  two  kinds  of  francs,  commercial 
and  financial.  Even  the  Germans,  who 
have  tried  to  be  as  cooperative  as  pos- 
sible, are  introducing  restrictions.  Our 
balance-of-payments  deficit  shows  no 
sign  of  improvement,  and  the  excess  of 
imports  over  exports  reached  a  new 
high  during  the  first  half  of  1972. 

We  went  through  Phase  1  of  a 
wage-price  freeze  and  are  now  enjoy- 
ing (or  enduring)  the  benefits  of 
Phase  2  wage-price  controls.  In  this 
area  the  Administration  may  conceiv- 
ably claim  a  degree  of  success,  be- 
cause the  pace  of  inflation  has  actual- 
ly slowed  down.  If  you  are  charitably 
inclined,  let  them  take  credit  for  this 
accomplishment. 

However,  no  one  can  deny  that 
the  American  economy,  on  all  fronts, 
did  snap  out  of  last  year's  lethargy. 
Employment  is  way  up;  unemploy- 
ment is  down;  personal  disposable  in- 
comes and  corporate  profits  are  soar- 
ing.  The  so-called  leading  economic 


indicators  continue  to  point  upward, 
strongly  suggesting  further  gains  in 
the  months  ahead.  That,  of  course, 
was  the  strategic  game  plan,  and  the 
timing  to  be  ready  by  Election  Day 
could  hardly  have  been  more  accu- 
rate. Here  again  it  is  idle  to  specu- 
late whether  this  happy  achievement 
came  about  because  of  or  despite  the 
President's  interference  with  the  work- 
ings of  a  free  economy. 

^fo  Logic 

This  is  midsummer,  the  time  when 
no  one  expects  stock  market  fireworks. 
Actually,  when  you  look  at  the  aver- 
ages, the  DJI  for  instance,  the  market 
has  not  done  a  dam  thing  for  many 
months,  fluctuating  roughly  between 
900  and  950.  Of  course,  there  were 
spectacular  movers,  like  OXY  going 
up  80%  in  a  week,  and  some  former 
favorites  falling  out  of  bed  with  a  sick- 
ening thud.  But  these  wild  gyrations 
concern  primarily  the  speculator  who 
knows,  or  certainly  should  know,  what 
to  expect. 

Investors  usually  don't  play  with 
the  Bausch  &  Lombs  and  similar  stocks 
of  basically  meritorious  quality  which 
unwittingly  suffer  the  fate  of  a  specu- 
lative football.  I  can't  say  that  I  feel 
sorry  for  a  buyer  of  New  Process 
stock,  for  example.  How  could  anyone 
in  his  right  mind  pay  as  much  as  $70 
for  earnings  of  $1.12?  The  same  goes 
for  the  buyer  of  Polaroid,  a  stock 
where  you  either  believe  or  disbe- 
lieve in  the  success   of  the  Aladdin 
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camera.  If  you  do,  you  won't  mind 
paying  close  to  100  times  this  year's 
dismal  earnings:  if  you  don't,  you 
might  wish  to  sell  Polaroid  short. 
Either  way,  you  know  that  you  are 
taking  a  major  risk,  which  no  longer 
falls  under  the  heading  of  investing. 

The  previous  issue  of  Forbes  {p. 
24)  calls  attention  to  the  schizophren- 
ic character  of  today's  market.  There 
is  an  extensive  list  of  stocks,  including 
some  of  the  largest  and  most  highly 
rated  companies,  which  are  just  not 
"wanted."  Their  market  action  can 
only  be  described  as  miserable,  and 
this  in  turn  drives  their  shareholders 
to  the  point  of  frustration  where  pa- 
tience runs  out  and  liquidation  sets 
in.  Of  course,  it  is  not  logical  that  cer- 
tain stocks  should  sell  at  10  times 
earnings  or  less  merely  because  these 
companies  have  cyclical  characteris- 
tics or  a  slower  rate  of  growth,  while 
there  appears  to  be  no  ceiling  for 
growth  stocks,  particularly  in  the  con- 
sumer goods  and  services  fields.  Even- 
tually, more  than  likely  in  the  next  ma- 
jor bear  market,  such  huge  disparities 
will  be  equalized,  but  meanwhile  we 
just  have  to  recognize  the  obvious  fact 
that  for  extended  periods  of  time 
logic  won't  prevail. 

Growfh 

Stock  investors  are  infatuated  with 
growth,  and  rightly  so.  The  only  prob- 
lem is  that  in  too  many  instances  the 
price  of  good  growth  stocks  has  be- 
come prohibitive.  You  have  to  swal- 
low any  number  of  times  before  you 
decide  to  pay  current  prices  for  the 
super-blue  chips  like  Eastman  Kodak, 
Johnson  &  Johnson,  etc.  It  is  becoming 
increasingly  difficult  to  find  stocks 
which  combine  acceptable  quality 
and  a  promising  future  with  a  sensi- 
ble earnings  multiple.  This  may  be 
one.  Listed  below  are  some  basic  sta- 
tistics of  a  growth  stock  selling  at 
only  about  15  times  earnings  for  the 
past  12  months. 

Would  you  gue.ss  that  this  spectacu- 
lar growth  is  the  record  of  a  New  York 
City  bank?  Well  it  is.  Republic  Nation-^ 
al  Bank  of  New  York  was  organized 
just  over  six  years  ago.  Controlled  by 
the  Trade  Development  Bank  of  Ce- 
neva,  RNB  is  very  extensively  engaged 
in  international  banking  acti\ilies. 
This  field  has  been  particularly  profit- 
able in  recent  years,  as  for  example 
is  also  reflected  in   the  much  better 


Growth  Stock  Record 

Total  Assets* 

Net   Income 

Earnings 

Year 

(thousands) 

(thousands) 

per  share 

1967 

$  75,176 

$     98 

$005 

1968 

90,363 

454 

0.26 

1969 

133,534 

1,267 

0.71 

1970 

278,171 

3,479 

1.93 

1971 

431,692 

5,064 

2.69 

1972 

587.208t 

7.239*  • 

2.93** 
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than  average  results  of  First  National 
City  Corp.,  which  is  doing  a  great 
deal  of  business  abroad. 

Although  Republic  National  has 
been  highly  successful  during  its 
brief  existence,  continued  growth  at 
the  rapid  rate  of  the  past  few  years, 
while  probable,  cannot  be  taken  for 
granted.  It  should  also  be  stressed  that 
this  stock  does  not  have  the  promi- 
nence and  investment  standing  of 
the  giant  New  York  City  banks  whose 
unbroken  dividend  records  go  back 
to  well  over  a  hundred  years.  Repub- 
lic probably  will  not  pay  cash  divi- 
dends for  a  long  time  to  come  since 
its  rapid  expansion  constantly  requires 
additional  capital.  Nevertheless,  this 
stock  should  appeal  to  aggressive,  cap- 
ital-gains-oriented investors.  It  is  list- 
ed on  the  American  Stock  Exchange, 
and  is  selling  around  44. 

Promising  Outlook 

Airline  stocks  were  the  market  lead- 
ers early  this  year.  As  a  group  they 
outperformed  the  industrial  average 
by  a  wide  margin.  The  price  of  most 
of  them  at  least  doubled  since  last 
year,  and  TWA,  a  highly  leveraged 
stock,  quadrupled.  Wall  Street's  en- 
thusiasm carried  the  airlines  to 
heights  where  they  became  vulnerable 
to  even  mild  disappointment.  Traffic 
this  spring  was  not  quite  as  good  as 
had  been  projected,  and  an  inevitable 
correction  lowered  prices  of  airline 
stocks  to  levels  where  purchase  may 
now  be  considered. 

The  air  travel  business  appears  to  be 
excellent  this  summer,  and  the  com- 
parison with  1971  should  be  impres- 
sive. Profits  also  will  be  substantially 
higher,  although  rising  costs  and  the 
wide  use  of  discount  fares  are  retard- 
ing factors.  However,  the  all-impor- 
tant load  factor  of  12  major  airlines 
for  the  first  half  of  1972  rose  to  50.9% 
from  46.7%  a  year  ago.  If  general 
economic  conditions  continue  to  im- 
prove, and  if  the  requested  but  long- 
delayed  fare  increase  should  finally  be 
granted— two  "ifs"  with  a  good  chance 
of  fulfilment— then  the  outlook  for 
1973  hol^s  great  promise  of  further 
profit  gains. 

It  should  hardly  be  necessary  to 
emphasize  that  all  airline  stocks  are 
inherently  speculative  and  most  of 
them  are  quite  volatile.  Nevertheless, 
at  present  reduced  prices  they  seem 
to  offer  above-average  capital  gains 
prospects.  I  favor  Braniff  (15/2),  Con- 
tinental (20),  National  (38),  TWA 
(50),  as  well  as  Western  Air  Lines 
(36)  despite  the  CAB's  disapproval 
of  the  proposed  merger  with  Ameri- 
can Airlines.   ■ 


Mr.  Hooper  is  on  vacation.  His  col- 
umn will  be  in  the  next  issue. 
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TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


Too  Blue  To  Be  True? 


More  and  more,  recently,  I've  "been 
hearing  and  reading  that  what'.s  need- 
ed to  put  new  life  into  the  stock  mar- 
ket is  a  revival  of  public  demand  for 
common  stocks.  Those  who  make  this 
argument  usually  point  out  that  the 
noninstitutional  investors'  share  in 
stock  market  activity  has  been  declin- 
ing steadily  during  the  past  ten  or  15 
years,  while  institutional  investors' 
transactions  have  been  rising  to  a 
point  where  they  now  account  for 
considerably  more  than  half  of  all 
nonmember  business  done  on  the  New 
York  Stock  Exchange. 

There  are  a  number  of  reasons  why 
this  argument  doesn't  appeal  to  me. 
For  one  thing,  as  usually  formulated 
by  its  proponents,  it  implies  that  a 
fresh  wave  of  demand  for  stocks  from 
noninstitutional  investors  would  es- 
sentially reflect  foolish  "tail-end"  buy- 
ing, which,  presumaljly,  would  give 
institutional  and  other  "smart"  inves- 
tors a  chance  to  unload  their  stock- 
holdings in  a  final  bull-market  phase. 
From  where  I  sit,  this  theory  is  an  un- 
warranted insult  to  the  public's  in- 
telligence. What's  more,  it's  at  vari- 
ance with  the  record.  And  finally,  I 
prefer  something  more  solid  than 
"greater-fool"  demand  to  support  the 
expectation  of  higher  stock  prices. 

On  the  record,  of  course,  the  final 
phase  of  any  uptrend  in  stock  prices 
tends  to  be  carried  by  excessive  en- 
thusiasm, but  indications  are  that  this 
undue  exuberance  may  infect  institu- 
tional investors  no  less,  and  perhaps 
more,  than  individual  investors. 
Broadly  speaking,  available  statistics 
show  that  noninstitutional  investors 
typically  sold  increasing  quantities  of 
stock  as  prices  rose,  while  institutions 
typically  bought  more.  On  the  other 
hand,  as  prices  fell,  individuals  tended 
to  sell  less  stock,  while  institutions 
tended  to  buy  less. 

The  Buyers  and  Sellers 

Lest  this  statement  puzzle  you,  let 
me  hasten  to  add  that  individual  in- 
vestors consistently  have  been  net 
sellers  of  stock  for  the  past  15  years  or 
so,  while  institutional  investors  con- 
sistently have  been  net  buyers;  that  is, 
individuals  as  a  group  sold  more  stock 
than  they  bought,  while  institutions  as 

Mr    SchuIz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


a  group  bought  more  stock  than  they 
sold.  In  recent  years,  foreign  investors 
also  have  been  net  stock  buyers.  Their 
demand,  and  that  of  domestic  institu- 
tions, was  filled  by  individuals'  net 
stock  sales  plus  new  stock  issues  float- 
ed by  coiporations  in  search  of  fresh 
capital. 

More  specifically.  Federal  Reserve 
Board  flow-of-funds  data  show  that 
individual  investors  sold,  on  balance, 
$12.3  billion  worth  of  stock  in  bull- 
market  1968;  $9.6  billion  and  $5.1 
billion,  respectively,  in  bear-markets 
1969  and  1970;  and  $6.5  billion  in 
1971,  when  stock  prices  fluctuated 
above  the  1970  bear-market  lows. 
For  the  same  periods,  institutional  net 
stock  purchases  were  $9.4  billion, 
$12.8  billion,  $11.2  billion  and  $19.1 
billion;  foreign  investors'  net  purchases 
were  $2.1  billion,  $1.6  billion,  $700 
million  and  $900  million.  So,  if  the 
public  keeps  mnning  true  to  foiTn, 
it  can't  logically  be  expected  to  sell 
less  stock  on  balance,  let  alone  buy 
more,  at  rising  prices.  The  job  of  car- 
rying stock  prices  to  significantly  high- 
er levels  would  seem  to  devolve  in- 
stead to  the  institutional  and/ or  for- 
eign investors,  and,  as  I  explained  here 
on  Aug.  1,  perhaps  mainly  to  fresh 
demand  from  abroad. 

One  of  the  more  intriguing  conclu- 
sions that  can  be  extracted  from  the 
FRB  flow-of-funds  data  is  that  indi- 
vidual investors  collectively  may  have 
done  better  in  the  stock  market  than 
any  other  group  of  investors.  Thus, 
individuals'  aggregate  stockholdings 
were  worth  $823.6  billion  at  the  end 
of  1971,  up  $1.9  billion  from  year- 
end  1968,  after  net  sales  totaling 
$21.2  billion  during  this  three-yeaf 
ixjriod.  But  these  figures  exclude  in- 
vestment company  shares;  the  value 
of  individuals'  holdings  in  this  sector 
rose  by  $2.4  billion  during  the  same 
three-year  period— after  $9.2  billion 
worth  of  net  new  investment,  impK- 
ing  a  net  paper  loss  of  $6.8  billion. 

For  institutional  investors,  the  sta- 
tistics show  a  three-year  rise  in  stock- 
holdings of  $43.4  billion  through 
1971,  but  $43.1  billion  thereof  is  ac- 
counted for  by  net  stock  purcha.sos. 
suggesting  that  overall  institutional 
holdings  gained  only  $300  million 
from  price  appreciation.  During  the 
same  period,  foreign  investors'  stock- 
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holdings  gained  $1.8  billion,  after  net 
purchases  of  $3.2  billion,  which 
works  out  to  a  net  price  depreciation 
of  $1.4  billion. 

While  these  comparisons  indicate 
that  domestic  noninstitutional  inves- 
tors—who, incidentally,  still  own  over 
80%  of  all  outstanding  U.S.  corporate 
stock— collectively  have  outperformed 
institutional  as  well  as  foreign  inves- 
tors, it's  clear  enough  that  none  of 
these  major  groups  has  really  done 
well  in  the  market  since  1968.  In  the 
three  years  through  1971,  individual 
investors  took,  as  already  noted,  $21.2 
billion  out  of  the  market,  plus  $1.9 
billion  in  price  appreciation,  a  total 
of  $23.1  billion,  equal  to  a  poor  2.8% 
of  their  aggregate  end-1968  stock- 
holdings of  $821.7  billion,  before  ap- 
parent losses  of  $6.8  billion  in  invest- 
ment company  shares.  Institutional 
net  gains  were,  in  the  aggregate,  neg- 
ligible, while  foreign  investors  were 
actually  in  the  red. 

In  sum,  any  way  you  look  at  it,  in- 
vestors* collective  experience  in  the 
years  1969-1971  was  unfruitful,  and 
it  probably  is  no  less  so  this  year  to 
date.  Maybe  this  accounts,  at  bottom, 
for  a  spreading  lack  of  interest  in  the 
broad  mass  of  common  stocks.  Put 
differently,  because  relatively  few  in- 
vestors have  had  really  satisfactory 
results  during  the  past  three  years 
or  so— after  the  extraordinary  gains  of 
the  preceding  20  years— common 
stocks,  with  comparatively  few  excep- 
tions, have  been  losing  status  as  de- 
sirable assets.  This  could  explain,  in 
part,  investors'  recent  willingness  to 
pay  grotesquely  high  valuations  for  a 
handful  of  "proven  growth"  stocks 
and  for  their-  reluctance  to  pay  much 
more  than  nominal  valuations  for 
prospective  cyclical  earnings  gains,  no 
matter  how  substantial. 

A  Bear  Climate 

As  I  see  things,  these  attitudes  have 
created  something  like  a  bear-market 
atmosphere  for  essentially  cyclical 
stocks  at  the  very  time  when  the  up- 
trend in  corporate  earnings  has  gath- 
ered strong  momentum  and  seems 
likely  to'  persist  well  into,  possibly 
through,*  1973.  In  this  climate,  inves- 
tors also  seem  to  be  blind  to  the  possi- 
bility, in  my  opinion  tangible  enough, 
that  a  new  phase  of  "real"  long-term 
growth  has  begun  for  both  the  econ- 
omy and  corporate  profits.  They  are  ig- 
noring, too,  recent  indications  that 
Senator  McGovern's  corporate  tax  pro- 
posals have  been  sharply  "deradical- 
ized."  If  I  read  his  advisers'  revisions 
and  projections  right,  they  imply  ris- 
ing aftertax  profits  through  1975.  In 
this  setting,  it  could  just  be  that  the 
stock  market  is  a  "straw  hats  in  Jan- 
uary" buy.  ■ 


268th  common  DIVIDEND 


A  regular  dividend  of  Fifty-seven  and  Two-tenths  Cents  (57.2^) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  September  1, 1972, 

to  stockholders  of  record  at  the  close  of  business  August  10, 1972. 

Checks  will  be  mailed. 

July  25, 1972  C.  A.  Mehos,  Vice  President  and  Treasurer 

OPERATING  UNITS: 


GALLAHER     LIMITED 

James  Ip.^JIJcam  Jjisiillmg  m. 
j:>zoUiaui^>e.  /AfC 

The  Andrew  Jergens  Company 
Mcister  Lode  Company 

SunSiSme  Bisaiits,  inc. 


VISIBLE      RECORDS.  INC. 


DUFFY -MOTT  COMPANY,  INC. 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017' 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 


NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call: 


i 


I —1 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name- 


Address. 
City 


.State- 


Zip  Code- 


I 


IN  ENERGY 

No  load  Energy  Fund  invests  primarily 
in  companies  engaged  in  production, 
transmission,  marketing,  research, 
measurement  and  controls  of  energy 
Send  for  prospectus 

NO  LOAD  •  NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Individual,  corporate 
and  self-employed 
(Keogh)  investment 
plans  available. 


Energy  Fund  120  Broadway 
New  York,  N.  Y.  10005  Oept.    FH 
(212)  344-5300 

Please  send  me  free  prospectus  and 

other  material  including  your  complete  record. 


Addresi- 


.SUte 


iip- 
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NICHOLAS 
STRONG 
FUND,  INC. 

A  NO-LOAD  FUND 


Objective:  possible  capital 
appreciation 

For  free  prospectus  mail 
this  coupon  to: 


NICHOLAS 
STRONG 
FUND,  INC. 

312  East 

Wisconsin  Avenue 
Milwaukee, 
Wisconsin  53202 


Name 


Address 


City 


State 


Zip 


F8/72 


YES... 

every  dollar  you  invest 

is  invested  for  you 

at  net  asset  value  without 

salesmen's  fees 
and  redemption  charge. 

1,  BEACON  HILL 
iflKMUTUALFUND 

«  no-load  growth  fund 

75  Federal  St.,  Boston,  Mass.  02110 

Send    Prospectus   and    Data    on    Dividend 
Reinvestment  and  Periodic  Purchase  Plan 

name  — ^^.^^_^— ^_.,^^_^^__ 

address  -_^^^_^__^_^__^^^_^_^^ 

city  &  state 

□  Self  employed  retirement  plan  (Keogh).     Fl 


CommonStdck 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  July  20,  1972, 
declared  a  regular  quarterly  divi- 
dend of  fifty-two  cents  (52c)  per 
share  on  the  Corporation's  Com- 
mon Stock.  This  dividend  is  pay- 
able August  31.  1972,  to  stock- 
holders of  record  July  31,  1972. 

LEROY    J.    SCHEUERMAN 
Secretary  and  Treasurer 

Central  AND  South  West 
Corporation 

Wilmington,  Delaware  19899 


WALL  STREET  VIEW 

By  Robert  Stovall 


Less  To  Fear  Than  Meets  The  Eye? 


Speaking  of  the  "McGovern  Malaise* 
and  its  role  in  the  stock  market's  un- 
derachievement:  I'll  promise  to  make 
no  further  reference  to  politics  if  I 
can  share  some  personal  experiences 
which  have  taught  me  that  the  U.S. 
Chief  Executive  can  and  frequently 
does  act  differently  once  in  office  than 
was  expected  of  him. 

In  1945  I  was  a  teenage  corporal 
hunkering  in  my  bunker  during  the 
Italian  campaign,  when  the  news  of 
President  Roosevelt's  death  and  Vice 
President  Harry  Truman's  succession 
was  announced  to  the  U.S.  Fifth 
Army  in  the  field.  All  we  soldiers 
knew  of  Mr.  Truman  was  that  he 
was  a  Missouri  senator,  product  of  a 
big  political  machine,  and  we  suspect- 
ed he  would  not  be  as  decisive  as  his 
predecessor.  Yet  in  a  matter  of  weeks, 
President  Truman  gave  approval  to 
use  the  atomic  bomb,  thus  bringing 
me  home  perhaps  years  sooner  than 
would  have  been  otherwise  possible 
and  probably  much  healthier  too. 

When  President  Eisenhower  was 
elected,  I  was  an  Army  Reserve  offi- 
cer. Jubilant  regular  Army  careerists 
expected  the  General  to  assign  re- 
sponsibilities for  the  missile  and  space 
programs  to  the  Army.  He  disap- 
pointed them  by  giving  most  of  the 
new  weapons  programs  to  the  Air 
Force  and  establishing  the  National 
Space  Agency.  In  1960,  when  John 
Kennedy  was  elected,  I  was  father  of 
a  growing  family  and  thought  that 
finally  we  might  have  a  President  who 
would  act  aggressively  in  giving  citi- 
zens some  tax  relief  for  private  educa- 
tion. President  Kennedy  did  not  even 
entertain  the  subject.  Lyndon  John- 
son, the  first  native  Texan  to  achieve 
the  nation's  highest  office,  was  de- 
monstratively a  friend  of  the  petrole- 
um industry.  Once  again,  the  unex- 
pected happened.  Legislation  to  re- 
duce oil  depletion  allowances  was 
passed  during  his  tenure. 

And  currently,  we  have  Richard 
Nixon,  who  just  a  year  ago  changed 
his  economic  posture  from  a  near- 
Herbert  Hoover  laissez-faire  attitude 
to  a  post-Keynesian  stance  of  wage 
and  price  controls,  import  restrictions, 
currency  revaluation  and  follow-on 
practices    seemingly    totally    out    of 

Mr.  Stovall  is  a  vice  president  of  the  NVSE  firm  of 
Reynolds  Securities  Inc. 


character  for  a  Republican  President. 
The  sum  total  of  my  personal  im- 
pressions is  that  should  the  Democratic 
candidate  be  elected  in  November, 
the  pressures  placed  upon  any  Presi- 
dent are  such  that  he  may  not  do  the 
obvious.  Also,  we  must  remember  that 
once  a  candidate  begins  to  sniff  the 
laurel  crown  of  victory  he  is  impelled 
to  shift  his  position  on  most  subjects 
closer  to  the  center  consensus.  Con- 
sequently, any  mass  migrations  of  in- 
vestors to  Mexico  and  Canada  would 
seem  premature. 

Mixed  Signals 

But  in  the  meantime,  the  stock  mar- 
ket is  still  reacting  to  inputs  which 
sum  up:  fundamentals  "bullish,"  in- 
ternal market  factors  "cautious."  It  has 
long  been  my  personal  feeling  that 
Administration  economists  are  public 
relations  men  with  Phi  Beta  Kappa 
keys.  Yet,  I  am  prepared  to  accept 
most  of  the  second-quarter  GNP  re- 
ports at  close  to  face  value.  Real 
growth  in  the  U.S.  economy  showed  a 
Japanese-like  8.9%  improvement  in 
output  during  the  second  quarter; 
comparisons  were  the  best  since  1965. 
Despite  price  controls,  second-quarter 
earnings  were  encouraging  and  bode 
well  for  further  if  less  dramatic  in- 
creases for  perhaps  several  more  quar- 
ters. Interest  rates  are  rising  relatively 
less  than  industrial  activity,  also  a  key 
fundamental  sign  of  possibly  higher 
earnings  and  dividends  ahead. 

From  the  standpoint  of  market 
analysis,  things  aren't  quite  so  sim- 
ple. The  General  Motors  Bellwether 
(Forbes,  Apr.  1,  June  15)  will  prob- 
ably have  flashed  a  caution  sign  by 
the  time  you  read  this.  The  key  date- 
is  Aug.  7  and  the  minimum  price  CM 
must  have  achieved  by  then  to  keep 
the  buy  signal  intact  is  84?i.  The 
chances  of  it  doing  this  seem  remote 
at  this  writing,  as  it  closed  out  Jul\' 
at  74/8.  More  about  this  later. 

The  price  performance  divergence 
between  growth  stocks  and  cyclical 
issues  has  continued  to  widen  despite 
a  swelling  chorus  of  both  recognition 
and  warning.  For  the  .sake  of  all  the 
present  and  incipi<'nt  pensionists,  I 
hope  that  the  instittitional  investors' 
predilection  for  predicable  growth  to 
the  exclusion  of  most  other  invest- 
ments is  in  fact  a  successful,  s(>lf-|)er 
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SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Increased 
Common  Stock  Dividend  No.  134 

A  regular  quarterly  dividend  of  37.5 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
September  14,  1972  to  stockholders 
of  record  at  the  close  of  business 
on  August  31, 1972.  This  represents 
an  increase  of  2.5  cents 
per  share  over  the  pre- 
vious regular  quarterly 
dividend  rate. 

RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  July  28, 1972 


§ 
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148th   CONSECUTIVE 
QUARTERLY  DIVIDEND 

T/ie  Board  of  Direcfors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarferly 
divider)d  of  SlVif  per  share  on 
ifs  capital  stock,  payable  Sep- 
tember 8,  1972,  to  stockholders 
of  record  at  the  close  of  business 
on  August  18,  1972. 

R.  D.  BARNHART, 

Treasurer. 

New  Yorfc/N.  Y. 
July  26,  1972 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORAnON 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22V^(  per  share 
on  the  outstanding  Common  Stock, 
payable  on  September  1,  1972,  to 
stockholders  of  record  on  August  10, 
1972.  The  transfer  books  will  not 
close. 

July  27,  1972 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS  NATIONAL  OlSTlllERS  PRODUCTS  CO. 
US  INDUSTRIAL  CHEMICALS  CO. 
BRIOCEPORT  BRASS  CO 
ALMAOEN  VINErAROS.  INC. 
TEXTILE 


petuating  formula  and  perhaps  it  will 
be.  Once  a  growth  stock  disappoints 
for  one  reason  or  another,  of  course, 
your  best  sale  remains  your  first  sale. 
But  if  second  quarter  economic  statis- 
tics are  sustained  into  the  future  they 
may  rub  off  on  those  companies  fall- 
ing into  the  "asset  leverage"  concept. 

A  number  of  basic  industries  are 
still  in  the  early  stages  of  a  recovery 
from  the  1970-71  recession  and  are 
operating  their  plants  at  less  than  op- 
timal capacity,  with  earnings  sufi^ering 
apace.  The  aluminum  industry  is  a 
good  example  of  asset  leverage,  as  it 
was  operating  its  facilities  at  83%  of 
capacity  when  1972  began  and  will 
probably  not  approach  a  90%  rate  till 
yearend.  The  virtual  disappearance 
of  export  demand  for  aluminum  ingot 
coincided  with  the  domestic  recession 
and  has  contributed  to  the  severe 
impact  on  earnings.  Because  of  hard 
times,  only  3.2%  additional  North 
American  primary  smelting  capacity  is 
scheduled  to  come  on-stream  before 
1975  and  additions  projected  after 
that  year  are  only  conjectural. 

Leverage  in  Metals 

Of  the  major  aluminum  producers, 
Reynolds  Metals  Company  (RIM,  15) 
has  been  particularly  hard  hit  because 
the  completion  of  a  major  expansion 
program  happened  to  coincide  with 
reduced  growth  in  total  demand.  Man- 
agement cut  production  more  sharply 
than  its  competitors  in  late  1971  and 
early  1972  in  order  to  achieve  a  quick 
inventory  adjustment.  The  resultant 
rise  in  unit  costs  produced  a  string  of 
red  ink  quarters,  just  reversed  in  the 
June  period.  Recent  potline  reopen- 
ings  at  Reynolds  Metals  have  raised 
the  operating  rate  from  70%  to  85% 
and  should  help  reduce  costs  as  the 
year  progresses.  Results  of  1972  are 
not  indicative  of  what  Reynolds  Metals 
is  capable  of  earning  when  operating 
leverage  is  working  for  it.  Pre-recession 
earnings  levels  above  the  $3-per-share 
level  could  be  achieved  by  1973  or 
thereafter. 

Meanwhile,  Reynolds  Metals,  like 
some  other  companies  in  this  basic 
category,  is  possessed  of  some  gee- 
whiz  statistics.  Working  capital  is 
$408  million  and  the  current  ratio  is 
3.18  to  1.  Its  net  worth  is  $699  mil- 
lion dollars,  its  book  value  $36.07  per 
share,  its  annual  depreciation  is  $70 
million  or  $4.05  per  share,  its  land 
and  mineral  rights  are  carried  at  a 
figure  probably  understated  and  it  has 
investments  in  other  companies,  like- 
wise carried  on  the  books  at  below 
apparent  true  value.  Long-term  debt 
is  $878  million.  Leverage  works  both 
ways,  else  Reynolds  Metals  would  not 
be  currently  available  at  less  than  half 
its  1971  high.  ■ 
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ARE  LEADING  THE  WAY  UP  ? 
SHOULD  YOU  BUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on^ 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 
PLUS 


our  new  bonus  report 
Load  vs.  No-Load 


Reg.  $2 


ALL  for  only  $1    (new  subscribers  only) 
Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-20,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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It's  always  time  to  buy  those  funds  which 
have  climbed  to  the  Top  5  positions  in  the 
Fundline  ratings. 

Pitted  against  some  very  stiff  competi- 
tion, they  have  demonstrated  superior 
management  as  measured  by  the  mo- 
mentum of  the  26  week  moving  average 
ppcpADfLj  line  of  each  fund.  Fund- 
Dco^DT  Jio  ''"^  ^3s  just  published 
REPORT  #2  its  research  on  the  per- 
formance record  of  all  the  funds  which 
achieved  Top  5  status  during  the  mini- 
Bear  market  of  1971  and  into  1972. 
This  Special  Report  is  yours  as  a  bonus 
with  our  $5  trial  which  includes  two  edi- 
tions of  the  40  page  Fundline  handbook 
of  fund  charts  (plotted  weekly),  the  up- 
date bulletin  published  in-between,  and 
Fundline's  market  forecast  to  1973. 
Send  your  $5  check  for  the  Special  Trial 
package  to:  David  H.  Menashe  &  Co.,  Box 
663,  Woodland  Hills,  Calif.  91364. 
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OVER-THE-COUNTER 
SECURITIES  FUND,  Inc. 


Founded  1955 

is  the  first  Mutual  Fund  in- 
vesting exclusively  in  over- 
the-counter  securities.  The 
primary  objective  is  pos- 
sible CAPITAL  GROWTH. 

^ex\d  coupon  today  for  Free 

Prospectus  and  Fact  Folder 

(Keogh  Plan  available) 


Review  Management  Corp. 

Oreland,    Pennsylvania    19075 
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managed  personally  by  our  partner 

JOHN  W.  SCHULZ 
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OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


Time  To  Hedge  Against  A 
Two-Tier  Exchange  System 


Last  month  Karl  Schiller  resigned  as 
Economics  and  Finance  Minister  of 
West  Germany.  In  view  of  Schiller's 
past  influence  in  world  monetary  af- 
fairs and  the  likely  impact  of  his  de- 
parture in  the  future,  I  find  it  rather 
surprising  that  the  U.S.  press  paid  re- 
markably little  attention  to  the  event. 

On  the  other  hand,  renewed  pur- 
chases of  foreign  currencies  by  the 
U.S.  Federal  Reserve  and  the  resump- 
tion of  swap  agreements  which  will, 
in  my  opinion,  prove  to  be  mere  "eye- 
wash," were  generally  hailed  as  being 
of  major  significance. 

Schiller  was  unorthodox  and  prob- 
ably a  bad  politician  and  this  proved 
to  be  his  downfall.  What  is  of  far 
greater  interest  here  is  the  fact  that 
among  the  major  international  politi- 
cal-economic personalities,  he  was 
the  only  real  believer  in  free  trade  and 
free  capital  movement.  His  departure 
from  oflRce  signaled  the  capitulation  of 
West  Germany,  the  last  bastion  of  in- 
ternational economic  liberalism,  to 
what  can  essentially  be  described  as 
French  restrictionism. 

It  is  difficult  to  exaggerate  the  im- 
portance of  Schiller  in  the  past.  At 
one  time,  in  the  fall  of  1969,  proving 
both  unorthodox  and  brilliant,  he 
led  his  party  to  an  election  victory 
with  his  stand  in  favor  of  a  revalua- 
tion of  the  deutsche  mark.  This  is 
rather  unbelievable  by  itself  because 
Schiller  was  clearly  putting  the  inter- 
ests of  Europe  and  international  mone- 
tary stabifity  ahead  of  more  narrowly 
defined  national  interests.  But  only 
1/2  years  later,  in  May  1971,  he  decid- 
ed to  steer  the  same  course  again.  He 
decided  to  float  the  DM.  It  was  really 
the  first  time  that  a  major  currency 
was  set  afloat  for  any  period  of  time. 
Without  a  doubt,  it  was  a  precursor 
to  some  of  the  international  aspects  of 
Mr.  Nixon's  new  economic  policy  as 
pronounced  on  Aug.  15,  1971  and  the 
subsequent  Smithsonian  Agreement  on 
international  parities. 

The  fact  that  the  international  mon- 
etary system  is  not  on  firmer  footing 
today  does  not  necessarily  refute 
Schiller's  ideas.  No  individual,  nor  any 
single  country,  has  been  strong  enough 
in  the  past  to  influence  the  course  of 
international  monetary  policy  toward 

Mr.    Oechsle    is   a   vice    president   of   Arnhold    and 
S.  Bleichroeder,   Inc.,  investment  bankers. 


greater  freedom  and  liberalism.  Schil- 
ler and  Germany  alone  could  not  do  it 
either.  Whether  or  not  the  dollar  is 
still  overvalued,  it  is  clear  that  few 
countries,  and  this  includes  Germany 
after  Schiller,  are  willing  to  go 
through  yet  another  revaluation  vs. 
the  dollar. 

What  does  Schiller's  departure  im- 
ply for  the  future?  The  immediate  is- 
sues over  which  he  resigned  were 
greater  restrictions  on  the  flow  of  cap- 
ital by  Germany.  Immediately  after 
his  resignation  these  restrictions  were 
put  into  effect.  Other  countries  did 
much  the  same.  Almost  certainly  oth- 
er restrictions  and/ or  other  countries 
will  follow.  As  history  has  amply 
demonstrated,  restrictions  and  con- 
trols feed  on  themselves,  much  in  the 
manner  of  bull  and  bear  markets,  but 
unfortunately  this  process  has  a  much 
longer  life. 

With  Germany  having  imposed 
controls,  other  countries  will  have  to 
reinforce  their  own,  which  in  turn 
will  lead  to  more  controls  in  Germany, 
which  in  turn  .  .  .  and  so  on.  I  can 
visualize  any  number  of  ultimate  so- 
lutions to  the  problems.  But  almost 
inevitably  the  whole  process  will,  at 
some  point,  wind  up  in  a  dual-ex- 
change system  of  all  other  currencies 
vs.  the  dollar.  The  Smithsonian  rates 
will  be  defended  by  most  foreign 
countries  for  commercial  transactions 
while  the  financial  dollar  will  have  to 
find  its  own  level.  What  this  means  is 
that  the  central  banks  will  buy  dollars 
at  the  official  rate  where  trade  and 
commerce  are  involved.  But  where  it 
is  a  question  of  investment,  of  take- 
overs, of  speculation,  the  banks  will 
stand  aside,  and  dollar  holders  will 
have  to  bid  for  marks  and  yen  and  so 
on  in  the  open  market.  Quite  obvious- 
ly this  financial  dollar  will  plunge  far 
below  the  present  exchange  rates. 

A  Hedge 

For  the  U.S.  investor,  the  probabil- 
ity of  a  dual-exchange  system  would 
mean  that  investment  in  foreign  se- 
curities becomes  an  even  more  at- 
tractive proposition,  since  it  would 
provide  a  reasonably  effective  hedge 
against  devaluation  of  the  dollar. 
There  would,  after  all,  only  be  a  de- 
cline in  the  value  of  the  financial  dol- 
lar, resulting  in  an  automatic  appre- 
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elation  of  foreign  share  holdings.  The 
value  of  the  commercial  dollar,  how- 
ever, would  remain  stable,  and  earn- 
ings of  foreign  companies  and  their 
prices  in  foreign  stock  markets  would 
not  be  adversely  affected.  All  this  is 
based  on  the  reasonable  assumption 
that  the  imposition  of  controls  will 
not  have  an  immediate  dampening  ef- 
fect on  equity  markets.  Gains  made  in 
terms  of  currencies  would,  therefore, 
not  be  wiped  out  by  declines  in  the 
respective  stock  markets,  as  has  so 
often  been  the  case  in  the  past. 

I  am,  of  course,  not  recommending 
that  foreign  stocks  be  purchased  in- 
discriminately. Despite  their  substan- 
tial rise  since  my  first  recommending 
them  in  this  column  for  "investment 
insurance,"  I  still  consider  the  South 
African  gold  shares  strong  "holds"  at 
current  prices.  Also,  some  of  the  lead- 
ing Japanese  growth  companies,  such 
as  Kirin  Brewery  (ADRs  11^),  Calpis 
Food  Industry  (ADRs  69/2),  Shiseido 
Co.,  Ltd.  (ADRs  45M),  Matsushita 
Electric  Works  (ADRs  19M),  and 
Marui  Co.,  Ltd.  (ADRs  2250,  contin- 
ue to  merit  consideration  even  though 
the  Japanese  market,  by  almost  any 
standard,  appears  extremely  high. 
They  are  still  attractive  because  their 
15-25  price /earnings  multiples  com- 
pare very  favorably  with  those  of  sim- 
ilar growth  companies  in  almost  any 
other  market. 

Double  Play 

The  Dutch  and  German  markets 
still  hold,  in  my  opinion,  some  of  the 
greatest  potential  for  investment  grade 
stocks.  I  am  referring  to  companies 
like  Philips  (over-the-counter  18), 
Siemens  (ADRs  103),  Bayer  (ADRs 
48),  and  Volkswagen  (ADRs  51M), 
even  though  with  the  exception  of  the 
last  two  you  are  not  exactly  getting  in 
at  rock  bottom  prices. 

Not  only  would  you  be  dealing  in 
attractive  markets  in  every  case,  but 
at  the  same  time  in  currencies  whose 
financial  exchange  rate  would  be  most 
likely  to  appreciate,  i.e.,  there  is  a  po- 
tential double  play— to  make  money 
in  stocks  and  currencies. 

A  final  word  of  caution,  however: 
Quite  pcJssibly  any  number  of  coun- 
tries might  follow  the  example  of 
Switzerland  and  simply  prohibit  for- 
eign investment  in  their  equity  mar- 
kets. This,  of  course,  would  be  detri- 
mental to  stock  prices,  but  merely 
demonstrates  that  there  is  really  no 
perfect  hedge  against  anything.  Final- 
ly, my  bigliope:  No  matter  what  new 
restrictions  over  what  period  of  time 
we  may  have  to  go  through,  sooner  or 
later  the  ineffectiveness  and  futility 
of  controls  will  once  again  have  been 
demonstrated  and  the  ideals  of  Karl 
Schiller  will  still  come  to  prevail.  ■ 
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RJReynolds  lnclustiies,lna 

Common  Stock  Dividend 

A  quarterly  dividend  of  62.4  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  September  5, 1972  to  stockholders  of  record  at 
the  close  of  business  August  10, 1972. 

WILLIAM  R.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winston-Salem.  N.  C.  July  20, 1972 

Seventy- Two  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Juice  Beverages 
Containerized  Freight  Transporlalion 


Aluminum  Products 
Packaging  Materials 
International  Petroleum 


Panhandle 
Eastern 

Pipe  Line  Company 
Houston.  Texas  77001 

Quarterly  Dividend 
450  per  Common  Share 

Payable  September  15, 1972 
Record  August  18, 1972 
Declared  July  26, 1972 

Cyril  J.  Smith 
Secretary 


DIVIDEND  NOTICE 

More  than  775,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  95^  per  share  declared 
July  26,  1972  and  payable  Sep- 
tember 11,  1972  to  shareholders 
of  record  August  10,  1972. 

1972  is  the  90th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 
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Public  Service  Electric  and  Gas  Company 


QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  September  30, 
1972: 

Dividend 
Class  of  Stock    Per  Share 

Common     $  .43 
$1.40  Dividend 
Preference  Common     $  .35 
Cumulative  Preferred 

$4.08%  Series     $1.02 
4.18%  Series       1.045 
4.30%  Series       1.075 
5.05%  Series       1.2625 
5.28%  Series       1.32 
6.80%  Series       1.70 
7.40%  Series       1 .85 
7.52%  Series       1.88 
8.08%  Series       2.02 
9.62%  Series       2.405 


All  dividends  are  payable  on  or 
before  September  29,  1972  to 
stockholders  of  record  August  31, 
1972. 

MALCOLM  CARRINGTON,  JR. 
Vice-President  and  Secretary 
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( Continued  from  page  20 ) 

ever-fainter  references  to  Esso."  I  must 
admire  your  foresight  and  the  wisdom  of 
your  suggestion  that  we  "launch  some- 
thing new,  big,  powerful  on  a  national 
scale."  We  are  currently  implementing  a 
program  which  I  hope  will  accomplish  all 
that  your  editorial  implied.  Humble  has 
begun  unifying  its  petroleum  brands  un- 
der the  name  of  "Exxon,"  and  Jersey 
Standard  will  propose  changing  its  name 
to  Exxon  Corp.  at  a  shareholder  meeting 
to  be  held  in  October. 

—J.  K.  Jamieson 

Chairman  of  the  Board 

Standard  Oil  Co.  of  New  Jersey 

New  York,  N.Y. 

Different  Attitudes 

Sir:  Hans  Bethe's  conclusion  ("As  I 
See  It,"  July  15)  that  "high  technology" 
is  the  panacea  for  America's  ills  reflects 
a  technocratic  attitude  from  the  past. 
Technological  skills  can  be  exercised  in  a 
beneficial  manner  only  by  those  acting 
with  a  sensitive  social  and  environmental 
consciousness.  Why  should  we,  as  Bethe 
contends,  concentrate  so  heavily  on  nu- 
clear sources  of  electricity  when  the  basic, 
underlying  issue  revolves  around  modify- 
ing our  demand  for  power? 

—Steven  M.  Goldblatt 
Los  Angeles,  Calif. 

Sir:  Hans  Bethe  says  things  that  need 
to  be  said,  and  need  to  be  understood  by 
the  American  people. 

—Harold  Brayman 
Wilmington,  Del. 

How  Aiany  Women?  Plenty'. 

Sir:  In  your  article  "Too  Much  Learn- 
ing .  .  ."  (July  15),  you  quote  a  recruiter 
asking:  "How  many  women  engineers 
do  you  know,  how  many  women  chem- 
ists, how  many  women  accountants? 
Where  in  heaven's  name  am  I  supposed 
to  find  women?"  I  and  numerous  other 
women  chemists  of  my  acquaintance 
have,  half  the  time,  been  given  the  brush- 
off  or  the  runaround  by  the  more  subtle 
recruiters.  The  other  half  of  the  time,  we 
have  been  frankly  told  by  tbe  more  hon- 
est ones  that  their  organizations  had  ab- 
solutely no  intention  of  hiring  a  woman, 
no  matter  what  her  qualifications,  for  the 
positions  we  have  applied  for. 

—Barbara  RowLE^ 
Middleton,  Wise. 

Division,  Not  a  Company 

Sir:  You  understated  the  number  ol 
our  current  employees  in  the  article  on 
Atlantic  Richfield  (June  1).  The  luunbei 
published,  19,200,  is  for  a  major  division 
only.  In  total,  the  company  has  ncarK 
30,000  employees. 

-\V.  C.  SiiAiN 

Manager,  Public  Relations 

Atlantic  Riclili«>l(l  Co. 

New  York,  N.Y. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


This  time,  like  all  other  times,  is  a 
very  good  one,  if  we  but  know  what 
to  do  with  it. 

—Ralph  Waldo  Emerson 


To  do  each  day  two  things  one 
dislikes  is  a  precept  I  have  followed 
scrupulously:  Every  day  I  have  got 
up  and  I  have  gone  to  bed. 

—Somerset  Maugham 


The  basis  of  individual  and  nation- 
al progress  is  the  willingness  to  sacri- 
fice the  present  for  the  future.  That 
is  the  way  nations  get  ahead,  and  that 
is  the  way  individuals  get  ahead. 

— Wh^liam  Feather 


A  man  in  earnest  finds  means,  or, 
if  he  cannot  find,  creates  them. 

—William  Ellery  Channbvg 


Nothing  is  impossible;  there  are 
ways  that  lead  to  everything,  and  if 
we  had  suflRcient  will,  we  should  al- 
ways have  sufiBcient  means. 

—La  Rochefoucauld 


Ability    and    necessity   dwell   near 
each  other.  —Pythagoras 


The  natural  flights  of  the  human 
mind  are  not  from  pleasure  to  pleas- 
ure, but  from  hope  to  hope. 

—Samuel  Johnson 


The  most  sensible  people  to  be  met 
with  in  society  are  men  of  business 
and  of  the  world,  who  argue  from 
what  they  see  and  know,  instead  of 
spinning  cobweb  distinctions  of  what 
things  ought  to  be. 

—William  Hazlitt 


He  conquers  who  conquers  himself. 
—Latin  Proverb 


What  is  more  gentle  than  a  wind 
in  summer?  —John  Keats 


Each  honest  calling,  each  walk  of 
life,  has  its  own  elite,  its  own  aristoc- 
racy based  on  excellence  of  perfor- 
mance. —James  Bryant  Conant 


B.  C.  FORBES 

Courage  is  not  less  necessary 
in  the  field  of  business  than  on 
the  field  of  battle.  The  battles 
of  peace  call  for  as  great  cour- 
age as  the  battles  of  war.  The 
best  way  to  cultivate  courage  is 
to  cultivate  merit,  to  cultivate 
knowledge,  to  cultivate  ability, 
to  cultivate  mastery  of  self  and 
mastery  of  one's  vocation. 


Courage  is  like  love:  It  must  have 
hope  to  nourish  it. 

—Napoleon  Bonaparte 


It  is  diflScult  to  set  bounds  to  the 
price  vmless  you  first  set  bounds  to 
the  wish.  —Cicero 


Courage    without   conscience    is    a 
wild  beast.  —Ralph  Ingersoll 


The  life  of  every  man  is  a  diary  In 
which  he  means  to  write  one  story, 
and  writes  another. 

—James  Barrie 


In  investing  money,  the  amount  of 
interest  you  want  should  depend  on 
whether  you  want  to  eat  well  or 
sleep  well.  —J.  Kenfield  Morley 


What  is  all  our  knowledge  worth? 
We  do  not  even  know  what  the 
weather  will  be  tomorrow. 

— Berthold  Auerbach 


If  a  man  can  have  only  one  kind  of 
sense,  let  him  have  conunon  sense.  If 
he  has  that  and  uncommon  sense, 
too,  he  is  not  far  from  genius. 

—Henry  Ward  Beecher 


People  are  always  blaming  their 
circumstances  for  what  they  are.  I 
don't  believe  in  circumstances.  The 
people  who  get  on  in  this  world  are 
the  people  who  get  up  and  look  for 
the  circumstances  they  want  and,  if 
they  can't  find  them,  make  them. 

-George  Bernard  Shaw 


A  successful  man  is  one  who  can 
lay  a  firm  foundation  with  the  bricks 
that  others  throw  at  him. 

—Sidney  Greenberg 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page 
book  at  $6.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth 
Avenue,  New  York,  N.Y.  10011. 
(Sales  tax:  New  York  State,  from 
4%  to  7%;  New  York  City,  7%.) 


A  Text  .  .  . 


Sent  in  by  Connie  Bosza,  Palo 
Alto,  Calif.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Enter  ye  in  at  the  strait  gate:  for  wide 
is  the  gate  and  broad  is  the  way,  that 
leadeth  to  destruction,  and  many  there 
be  which  go  in  thereat:  Because  strait 
is  the  gate,  and  narrow  is  the  way, 
which  leadeth  unto  life,  and  few  there 
be  that  find  it.       —Matthew  7: 13,14 
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Chomp'ionship 
protection! 

PITTSBURGH'S  THREE  RIVERS  STADIUM 

GETS  TOP  PROTECTION  IN  THE  FIELD 

WITH  HOME'S  INSTITUTIONAL  POLICY. 


<lt" 


V 


The  Home  didn't  hoist  a  pennant 
on  opening  day  at  Pittsburgh's 
.Three  Rivers  Stadium.  But  we  were 
"there"  as  we  are  every  time 
the  Pirates  round  the  bases  and 
the  Steelers  kick  off.  Home  safe- 
guards the  Stadium's  property 
"wmi  the  broad,  one-contract  coverage 
of  the  Institutional  Policy.  The 
Case  &  West  Agency,  Inc.  of  Columbus, 
Ohio  won  the  Three  Rivers  contract 
because  Home  is  able  to  offer 
coverage  that's  so  broad  and,  at 


the  same  time,  so  flexible?. 

If  you're  associated  in  any  way 
with  a  public  service,  civic, 
educational,  religious,  cultural, 
fraternal  or  athletic  organization- 
get  full  details  on  our  championship 
Institutional  Policy.  If  you're  on 
another  team— get  information 
about  our  complete  line  of 
commercial  policies. 
Contact  your  broker,  or  look 
for  your  local  Home  agent  in  the 
Yellow  Pages. 


THE 


HOME 

OF  INSURANCE 


THE  HOME  INSURANCE  COMPANY 
M  MaldM  Um.  Nm  Voric,  N.Y.  100M 

MIIIIiIm:  Tk*  Homi  IndMwIlf  Conpof 
City  lMyrine*C«mpiii|r 
F>d*rtl  llti  iml  CiMUltf  Ctmpiliy 
PwplM'Komt  lili  iMuriM*  Ctrnpuii  ol  immm 


Profits  are  a  working  man's  best  friend 


Out  of  the  profits  of  American  factories  comes  the  needed  money  to  buy 
new  and  improved  machinery.  Without  new  machinery  efficiently  used 
(and  more  of  it  than  we  have  been  buying  lately)  our  costs  must  be  and 
are  higher  than  costs  and  therefore  prices  in  Europe  and  Asia. 

So  American  users  buy  the  cheaper  imported  goods,  and  American  jobs 
disappear  by  the  tens  of  thousands,  as  they  have  done. 

More  profits  invested  in  modern  machines  used  with  maximum  skill 
could  have  saved  those  American  jobs  —  and  might  do  it  yet. 

So  —  isn't  it  pretty  foolish  for  some  labor  leaders  and  politicians  to 
shout  against  ample  profits,  and  to  force  laws  and  work  rules  which 
are  steadily  cutting  American  industry  profits,  year  after  year  —  and 
American  jobs  and  safety  with  them. 


Warner  &  Swasey's  new  1-SC  numerically  controlled 
turning  machine  contributes  to  a  new  high  in 
productivity. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Making  the  world  smaller 
is  maldiig  onr  eompany  lai^ier. 


Wherever  you  go  around  the  world 
you'll  find  Fruehauf  products  at  work  helping 
to  shrink  shipping  time,  distance  and  cost. 

You'll  find  us  in  Australia,  Argentina, 
Brazil,  Colombia,  England,  France,  Holland, 
Japan,  Mexico,  New  Zealand,  South  Africa, 
Spain,  Sweden  and  West  Germany. 

International  growth  is  all  the  result  of 
down-to-earth  planning.  We  have  put  to  work 
in  other  countries  the  same  concepts  of  Total 
Transportation  that  have  made  Fruehauf  one 


of  this  country's  largest  manufacturers  of  diver- 
sified transportation  equipment. 

Total  Transportation  is  taking  hold 
around  the  world  — our  International  Affiliates 
showed  substantial  increases  m  sales  and  earn- 
ings last  year,  and  show  promise  of  even  greater 
gams  this  year. 

To  see  the  full  picture,  look  into 
our  Annual  Report.  Just  write  Fruehauf 
Corporation,  10900  Harper,  Dept. 
FO-92,  Detroit,  Michigan  48232. 
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General  Telephone  &  Electronics,  730  Third  Ave.,  New  York,  N.Y.  10017 


This  inciii 
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Headache,  dizziness,  and  double  vision;  it  could  be  a 
brain  tumor.  Fever,  and  an  elevated  white  blood  cell  count, 
with  a  shift  to  the  left;  it  could  be  meningitis.  Blood  pres- 
sure, 240/150;  it  could  be  mal  ignant  hypertension. 

The  symptoms  are  real,  but  the  patient  isn't. 

Connected  to  terminals  in  classrooms  at  the  University 
of  Illinois  Medical  School,  a  Tempo  Communications  proc- 
essor, provided  by  GTE  Information  Systems,  acts  as  a 
super-efficient  secretary  to  the  main  computer,  accepting 
information  and  firingout  answers. 

A  medical  student  considers  the  information  provided  by 
the  computer,  diagnoses  the  condition,  and  proposes  a 
course  of  treatment.  If  his  diagnosis  and  treatment  are  cor- 
rect, the  computer  gives  him  an  "A"  grade. 

If  he's  wrong,  the  computer  puts  the  pressure  on. 

The  hypothetical  patient  returns  with  additional  com- 
plaints. This  time,  the  student  doctor  has  less  theoretical 
help  at  hand.  Instead  of  seeing  the  patient  in  the  hospital 
emergency  room,  as  he  did  the  first  time,  the  computer 
tells  him  that  it's  3  a.m.  at  his  doorstep.  The  symptoms  ap- 
pear far  more  serious,  and  the  correct  diagnosis  is  that 
muchmorecritical. 

If  he'swrongagain,  nobody  dies. 

Teaching  medical  students  to  be  right  can't,  and 
shouldn't,  be  achieved  by  computers.  That's  the  work  of 
experienced,  dedicated  professors  of  medicine.  But  as  a 
training  aid,  the  computer  has  a  lot  to  offer,  and  we're  proud 
of  the  contribution  to  this  program  that  General  Telephone 
&  Electronics  has  been  able  to  make. 

Before  he  begins  his  practice,  we'd  like  every  new  doctor 
to  practice  on  us.  f^CT^ 

GEnERALTELEPHOriE  G  ELECTROniCS 


'Results  that  are  measurable.  Under  the 
innovative  management  of  the  Trust  Oil 
Specialists  at  First  in  Dallas,  producing  oil  and 
gas  properties  have  proved  sound  investments 
for  employee  benefit  funds. 

And  they've  proved  flexible.  The 
investments  have  taken  three  forms: 
(1)  production  loans,  (2)  production  loans  with 
reversionary  interests,  (3)  outright  purchase  of 
the  properties  by  the  trust  account,  or  a 
combination  of  these  three. 

First  National's  Trust  Oil  Specialists  are 
responsible  for  more  than  8,700  mineral 
properties.  They  make  an  important 
contribution  to  our  performance  on  the  more 
than  $1  billion  in  market  value  of  assets  under 
our  Trust  Services  management. 

There  are  many  attractive  trust  investment 
opportunities  here  in  the  Southwest.  We'd  like 
a  chance  to  talk  with  you  about  them.  And  how 
they  can  produce  some  interesting  results  for 
your  employee  benefit  fund. 

Call  Larry  Budner  at  (214)  749-471 1.  Or 
John  Depew  at  749-4716.  First  National  Bank 
in  Dallas. 


Roy  Christian,  First  in  Dallas  Trust  Oil  Specialist 


When  we  add  produdi^  oil 

and  gas  properties  to 
an  employee  benefit  portfolio, 

we  produce 
some  interestiiu^  results. 


The  Ihut  Oil  Specialists. 


fiist 

NATIONAL  BANK 
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Side  Lines 


No  Hero-Worshipper,  She 

When  Patricia  A.  Dreyfus  was  fresh  out  of  Wellesley  College  in  the 
early  Sixties,  she  worked  for  a  while  as  private  secretary  to  Henry 
Kissinger,  then  a  professor  at  Hai-vard.  She  says  Kissinger  once  told 
her:  "You  are  a  very  capable  young  woman,  but  you  are  constitution- 
ally incapable  of  hero  worship."  Thank  you.  Dr.  Kissinger.  Hero  wor- 
ship may  be  a  good  quality  in  a  private  secretary,  but  it  is  a  very  poor 
quality  in  a  journalist;  it  is  a  journalist's  job  to  tell  things  as  they  are, 
not  as  one  would  like  them  to  be. 

Since  joining  Fobbes 
early  this  year,  Pat  Drey- 
fus has  been  busy  telling 
things  as  they  are.  She  did 
most  of  the  interviews  for 
our  Aug.  1  cover  ("Where 
Have  All  the  Jobs 
Gone?").  No  sooner  was 
this  story  locked  up  than 
she  tackled  the  feature  ar- 
ticle in  this  issue,  W.  R. 
Grace  &  Co.  Dreyfus 
quickly  grasped  that  the 
key  to  this  confusingly  di- 
verse and  sometimes  er- 
ratic company  lay  in  the 
personality  of  its  chief  ex- 
ecutive, J.  Peter  Grace. 

She  started  her  research 
in  the  library  of  New 
York's  Yale  Club  (Grace 
is  Class  of  1936).  She  talked  with  many  of  his  old  friends  and  class- 
mates until  she  finally  hit  on  a  hockey  anecdote  which  she  felt 
summed  up  Grace's  character. 

In  talking  with  Grace  himself,  Dreyfus  remarked  that  many  Wall 
Street  analysts  were  turned  off  by  Grace's  earnings  trend  and  its  seem- 
ingly unrelated  diversification.  Grace  shot  back  that  he  didn't  much 
care  what  Wall  Street  thought.  When  she  asked  him  about  his  com- 
pany's plan  for  a  new  public  image,  he  replied:  "It's  not  my  idea. 
Some  of  the  bright  guys  in  public  relations  have  an  idea  and  I  say, 
okay,  try  it.  But  it's  not  my  program." 

That's  the  thing  about  Grace,  Dreyfus  says.  He  marches  to  his 
inner  drummer,  not  to  the  outer  world's.  Our  article,  written  by  Drey- 
fus and  edited  by  Senior  Editor  Steve  Quickel,  begins  on  page  26. 


Grace 


Dreyfus 


As  EVENTS  OVERSEAS  havc  increasingly  impacted  U.S.  business  and 
investments,  Forbes  has  stepped  up  its  coverage  of  foreign  companies 
and  foreign  business.  In  this  issue  Howard  Rudnitsky  reports  on  Tel 
Aviv's  baby  bull  market  (p.  56);  James  Flanigan,  himself  a  recent 
visitor  to  the  Soviet  Union,  probes  the  realities  of  Russo-U.S.  trade 
(p.  22);  Basil  Caplan  describes  how  Japanese,  U.S.  and  East  European 
competition  has  eroded  the  once-impressive  profit  margins  enjoyed 
by  Holland's  Philips  Lamp  (p.  24):  Geoff^rey  Smith,  in  Rio  de  Janeiro, 
interviewed  an  ex-president  turned  investment  banker  (p.  65).  ■ 


Association  with  the 
Whitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

full  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 
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Mr.  D.  R.  Bullough 
7981  First  Security  Building 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon   Street,    President 
Chattanooga,  Tennessee  37402 

OIL  AND   GAS   DIVISION 

Minerals  ownership, 
expiorotion  and  development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's   lorgest  and   most 
modern  production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST 
STOCK  EXCHANGES  (SYMBOL:  NAR) 


Trends 

&  Tangents 


WASHINGTON 


Bureaucrats  Unite! 

There  were  ten  times  as  niany 
strikes  by  government  workers  in 
1970  as  there  were  a  decade  earlier, 
according  to  a  Tax  Foundation 
study  group.  The  number  of  strikes 
by  unionized  workers  in  federal, 
state  and  local  governments  rose 
from  36  in  1960  to  412  in  1970, 
the  study  said.  There  were  approxi- 
mately 4  million  unionized  govern- 
ment employees  in  1970. 

Counterpoint 

What  seemed  a  victory  recently 
for  the  powerful  highway  lobby 
may  mean  added  funds  for  mass 
transit  next  year.  The  Senate  Pub- 
lic Works  Committee  last  month 
killed  the  Administration's  proposal 
to  provide  money  from  the  High- 
wa\'  Trust  Fimd  for  mass  transit 
(tlie  \'olpe  Plan).  But  mass-transit 
advocates  were  not  shedding  any 
tears.  The  \'olpe  Plan  would  have 
eliminated  the  Urban  Mass  Transit 
Authority  and  actually  decreased 
present  funding  levels  for  tho.se 
cities  with  pressing  transit  needs 
(FoKBES,  Apr.  15).  Senators  Ed- 
ward M.  Kennedy  (Dem.,  Mass.) 
and  Lowell  P.  Weicker  (Rep., 
Conn.)  have  introduced  a  bill  that 
would  leave  UMTA  intact.  The  bill 
gives  localities  the  option  of  using 
Highway  Trust  Fund  money  allo- 
cated to  those  segments  of  the  in- 
terstate system  under  challenge  in 
the  courts  or  from  environmental 
groups  for  ma.ss-transit  programs. 
In  the  House,  a  measure  has  been 
attached  to  the  Banking  &  Cur- 
rency Committee's  housing  bill 
that  would  give  $5  billion  more  to 
UMTA  over  a  five-year  period. 


BUSINESS 


Climb  Every  Mountain 

Some  Virginia  residents  are  learn- 
ing to  live  with  garbage  and  like  it. 
Virginia  Beach's  Mt.  Trashmore,  a 
65-foot-high  man-made  hill  of  solid 
waste  and  dirt,  is  nearly  complete 
and  should  be  ready  as  a  recrea- 
tion spot  in  early  1973.  An  En- 
vironmental Protection  Agency- 
supported  project,  Mt.  Trashmore 


holds  a  five-year  accumulation  of 
\'irginia  Beacli  municipal  wastes 
and  two  years'  worth  of  Norfolk's 
household  wastes.  At  present,  work- 
ers are  .seeding  the  hill,  with  con- 
struction of  an  amphitheater,  road, 
parking  lot,  observation  tower  and 
restaurant  to  come  later.  Residents 
like  the  idea  so  much  that  they 
plan  to  lay  out  a  200-acre  recrea- 
tional field  made  up  of  Virginia 
Beach's  solid  waste  accumulated 
over  the  next  15  to  20  years. 

Why  Lassie  Is  Back 

If  you're  tired  of  the  rush  of  re- 
makes of  old  TV  programs— "Las- 
sie," "The  Lawrence  Welk  Show," 
"What's  My  Line"  and  the  like- 
blame  the  Federal  Communications 
Commission.  Last  September  it 
opened  up  a  half  hour  of  prime 
time  in  the  nation's  50  top  markets 
to  encourage  local  programing. 
But  instead  of  responding  with 
bursts  of  creativity,  the  local  sta- 
tions hotfooted  it  to  the  indepen- 
dent producers— who  crankeJ  up 
new  do.ses  of  the  Old  Reliables.  To 
no  one's  suiprise,  not  even  the  pro- 
ducers made  money.  Still,  hope 
springs  eternal:  "We  survived;  the 
rule  survived,"  said  one.  Next  sea- 
son there  will  even  be  a  respect- 
able number  of  new  programs.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 
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To  most  people,  Flying 
Tiger  is  the  story  of  a  group  of 
WW-II  pilots  who  built  the 
world's  biggest  all-cargo  airline, 
flying  scheduled  routes  across 
the  U.S.  and  to  Asia.  Actually, 
that's  only  the  beginning. 

Two  years  ago  we  used 
Flying  Tiger  Line  as  a  base  to 
form  the  Flying  Tiger  Corpora- 
tion, a  holding  company  with  a 
plan  and  criteria  for  growth. 

Our  first  major  move  was 
to  enter  the  fast-growing  trans- 
portation leasing  field.  We 
acquired  North  American  Car 
Corporation.  Through  it,  we're 
now  leasing  25,000  special- 
purpose  railroad  cars,  such  as 
covered  hoppers  and  tank  cars, 
to  blue  chip  shippers  in  the  U.S. 
and  Canada.  Because  our  leases 
are  generally  long-term,  our 
revenue  is  predictable,  our 
risk  low. 


FLYING  TIGER 
CORP. 

m^i 

^■^^^^^H 

FLYING  TIGER 
LIME 

NORTH  AMERICAN 
CAR 

^^B 

^^^^^1 

^■s 

NAC  LEASING 
CORP. 

NATIONAL  EQUIPMENT 
RENTAL  LTD. 

Already  North  American 
Car  has  expanded.  In  October, 
1971,  it  purchased  National 
Equipment  Rental,  Ltd.  which 
leases  jet  planes,  computers, 
industrial  and  office  equipment 
to  a  broad  array  of  customers. 
And  it  formed  NAC  Leasing 
Corporation  to  arrange  net 
finance  leases  for  still  more 
customers  with  capital 
equipment  needs. 

Through  North  American 
and  its  two  subsidiaries,  we  can 
meet  virtually  any  customer's 
equipment  needs.  In  1972  these 
units  wilHnvest  $77  million  to 
purchase  new  equipment  to 
cash  in  on  the  growing  demand 
for  leasing  in  the  U.S.  and  abroad. 

Our  progress  is  reflected 
in  the  Fortune  500  issue  pub- 
lished a  short  time  ago.  During 
the  past  ten  years,  our  per-share 
earnings  have  been  growing  at 
a  47.88%  per  year  average  — 


Our  present 

makes  our  past 

look  old  hat. 


second  highest  among  the 
nation's  50  leading  trans- 
portation companies. 

Now  with  leasing  added  to 
airfreight,  our  present  and  our 
future  are  riding  two  growth 
fields  instead  of  one.  In  fact,  net 
income  for  the  first  six  months 
of  1 972  reached  $1 1 ,334,000, 
a  72%  increase  over  the 
$6,575,000  earned  for  the 
same  period  in  1971. 

Flying  Tiger  I 
Corporation 


BOND  is  our 
NASDAQ  symbol 

BOND  diversified  interests  include  architectural  and  engineer- 
ing services  (this  division  ranks  as  one  of  the  worlds  foremost 
motel  design  firms);  ownership  of  ten  Care  Inn  skilled  nursing 
homes  with  others  planned  for  1972;  manufacture  of  aluminum 
and  glass  window  wall  units  and  aluminum  balcony  railings,  and 
property  development.  Earnings  5U  per  share  for  fiscal  year 
ended  March  31.  1972.  Net  income  16<z  per  share  1st  quarter 
fiscal  1973  compared  with  10c  per  share  1st  quarter  fiscal  1972. 
Stock  traded  OTC  —  NASDAQ  symbol:  BOND. 


For  copy  of  our  1972  Annual  Report,  clip  and  mail  to: 

William  Bond,  Inc. 

3733  Lamar  Avenue  •  Memphis,  Tennessee  381 16 


ADDRESS: 


.STATE: 


READERS  SAY 


Energetic  Recycling 

Sir:  If  aliiniinum  is  in  trouble  be- 
cause of  the  impact  of  rising  power  costs 
of  the  ahiminum  industry  {Aug.  15),  so 
are  competing  materials  that  require 
large  quantities  of  fuels,  whether  these 
fuels  are  used  to  produce  electricity  or 
are  usQd  in  the  direct  reduction  of  ore  or 
other  processes.  A  serious  omission  from 
your  article  is  aluminum's  dramatic  po- 
tential for  reducing  its  energy  needs 
through  greater  recycling.  Aluminum  will 
lead  the  way  in  recycling  because  of  its 
high  scrap  value— ten  times  that  of  steel— 
and  because  this  nondeterioratinj,  -.metal 
is  infinitely  recyclable  in  a  process  that 
consumes  only  5?  of  the  energy  re- 
quired to  make  virgin  aluminum. 

— R.S.  Reynolds  Jr. 

Chairman  and  President 

Reynolds  Aluminum 

Reynolds  Metals  Co. 

Richmond,  Va. 

Covering  Jobs 

Sir:  Your  co\er  story  ("Where  Have 
All  the  Jobs  Gone?"  Aug.  1 )  need  nev- 
er have  been  written,  if  you  and  the 
rest  of  the  countr\'  had  only  known  what 
was  becoming  so  clear  in  the  steel  indus- 
try 15  or  20  years  ago.  Although  back 
then  organized  labor  had  "caught  up" 
and  was  getting  its  fair  share  of  wages, 
it  never  c-eased  its  demands  for  unearned 
yearly  wage  increases.  The  justification 
for  these  has  been  found  in  a  concept 
called  "producti\ity."  Actually,  wages  are 
related  to  only  a  small  fraction  of  re- 
cent productivit>'  increases.  When  luan- 
agement  began  pointing  out  that  inflated 
wages  were  causing  us  to  export  jobs  in- 
stead of  steel,  the  unions  stuck  doggedly 
to  the  productivity'  rationalization.  Now 
a  new  element  has  been  introduced,  the 
so-called  multinational  companies.  La- 
bor leaders  can  now  talk  about  the  ex- 
port of  jobs  and  blame  management. 

— TlIOM.\S  P.  COODM.^N 

Atlanta,  Ga. 

Sir:  My  question  is:  Where  have  all 
the  unemployed  gone?  I  own  an  employ- 
ment agenc\'  that  handles  almost  every 
job  category.  And  what  happens  when  I 
advertise  these  jobs?  In  most  instances, 
absolutely  nothing. 

—Tony  Mahino 
Brooklyn,  N.V. 

Sir:  Maybe  the  jobs  were  exported, 
so  why  not  export  people  to  fill  them? 
Japanese  companies  are  eager  to  pay  for 
American  brains. 

— Seiho  Takeiiara 

President 

International  Management  Con.sultants 

As.sociation,  Inc. 

Tokyo, Japan 

Sir:    Yon    ask,    "Why    does    the    U.S. 
have    the    highest     unemployment     rate 
among  industrial  countries?"  I  am  sorry 
( Continued  on  )>afic  76 ) 
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Our  offer  is  simple: 

ive^U  help  you  play 

a  better  game  of  golf 


Easy-to-follow  instruction 

from  Playing  Editors  Sam  Snead 

and  Billy  Casper  plus  "Jack's 

Lesson  Tee"  by  Jack  Nicklaus. 


Golfing  "Reminders. 

In  each  issue  a  half  dozen  drills 

on  the  swing,  putting,  alignment, 

use  of  clubs  and  special  shots. 

Invaluable  for  smoothing  out 

the  rough  spots  in  your  game. 


Superb  visual  instruction. 

All  Golf  Digest  instruction 
includes  carefully  prepared 
diagrams,  illustrations  or  photo- 
graphs to  show  you  every 
movement,  step-by-step. 


At  Golf  Digest,  we  don't  make  pronn- 
ises  we  can't  keep.  So,  when  we  say 
we  can  help  you  play  a  better  ganne  of 
golf,  we  kid  you  not. 

Our  secret?  In  a  word,  instruc- 
tion. Not  casual  golfing  "tips"  like  you 
find  in  newspapers  and  other  publica- 
tions—but carefully  thought  out  pre- 
sentations that  are  crystal  clear— now. 

In  fact,  we  think  each  issue  of 
Golf  Digest  brings  you  the  best  golfing 
instruction  available  anywhere.  Great 
golfers  like  Billy  Casper,  Jack  Nick- 
laus, Frank  Beard  and  Sam  Snead- 
contribute  new  ideas  to  each  issue. 
The  Golf  Digest  Professional  Panel 
members— Gary  Middlecoff,  Jim  Flick, 
Paul  Runyan,  Byron  Nelson,  Bob 
Toski,  Henry  Ransom  —  reveal  their 
proven,  tested  techniques  from  years 
on  the  practice  and  lesson  tee. 

In  recent  issues,  for  example, 
Jack  Nicklaus  suggested  holding  your 
breath  while  putting  to  help  keep  your 
head  and  body  perfectly  still  .  .  .  Frank 
Beard  explained  how  practicing  in 
street  shoes  can  force  you  to  smooth 
out  your  swing  .  .  .  Billy  Casper  told 
how  leading  thfe  club  with  the  back  of 
his  left  hand  is  a  major  fundamental  of 
his  game. 

But  we  don't  simply  throw  golfing 
information  at  you  with  a  cavalier  "lots 
of  luck,  fella."  Far  from  it.  We  care 
about  your  game.  We're  experts  at 
helping  you  adapt  the  "secrets"  of 


golf  greats  to  your  own  style  of  play. 
Editor  Dick  Aultman  —  an  amateur 
champion  himself  —  and  his  Golf  Di- 
gest team  take  the  toughest,  most 
complicated  golf  concepts  and  turn 
them  into  easy-to-understand  word- 
picture  instruction. 

When  you  look  at  Golf  Digest's 
simplified,  fully  illustrated  lessons,  you 
don't  think,  "Boy,  1  wish  1  could  play 
like  that."  You  say  to  yourself,  "Hey,  1 
can  play  like  that." 

Take  your  copy  of  Golf  Digest  out 
to  the  practice  area  with  you  and  you'll 
discover  your  game  getting  smoother, 
your  drives  longer  and  straighter,  and 
your  handicap  dropping. 

Of  course,  golf  isn't  all  work  and 
no  play.  You  get  the  whole  world  of 
golf  in  Golf  Digest. 

You'll  read  about  what's  happen- 
ing on  the  tournament  circuits.  You'll 
meet  the  top  pros  and  the  up-and- 
coming  rookies.  You'll  be  able  to  plan 
your  golfing  vacations  with  Golf  Di- 
gest's features  about  challenging  — 
and  beautiful  —  courses  around  the 
world.  You'll  learn  of  all  the  latest 
developments  on  the  golfing  scene- 
new  clubs  and  equipment,  course  de- 
sign, country  club  life.  You'll  keep  up 
with  the  latest  fashion  on  the  links. 
You'll  follow  televised  tournaments 
more  enjoyably  with  a  semi-annual, 
tear-out  TV  golfing  guide.  And  there 
are  jokes,  anecdotes,   even  special 


The  Professional  Panel 

of  the  world's  greatest  teachers 
(see  below)  makes  it  simple  for 
•you  to  improve  your  game 
quickly. 

New  learning  techniques. 

You'll  read  about  them  first  here. 
For  example,  the  evolutionary 
"Square-to-Square"  method 

and  Toski's  "Touch  System" 

were  published  first  in  the  pages 
of  Golf  Digest. 

Resident  golfing  psychiatrist. 

You  play  golf  with  your  head  as 
well  as  the  rest  of  you.  So, 
Doctor  David  Morley,  our  golfer- 
psychiatrist  answers  any  ques- 
tions you  have  about  your 
"mental  game." 

awards  programs  for  all  golfers. 

In  short,  everything  that  makes 
golfing  fun  is  covered  in  the  pages  of 
Golf  Digest! 

Want  to  play  a  better  game  of 
golf?  Just  fill  in  the  attached  postage- 
paid  card,  tear  it  out  and  mail  it  today. 

The  card  invites  you  to  try  11 
months  of  Golf  Digest  at  the  special 
low  Introductory  Rate  of  just  $3.97— a 
savings  of  $2.91  off  the  regular  sub- 
scription rate,  and  $4.53  off  the  news- 
stand rate. 


Golf  Digest 

1255  Portland  PL,  Boulder,  Colo.  80302 

YES,  help  me  play  a  better  game  of  golf 
by  sending  me  1 1  months  of  Golf  Digest  at 
the  special,  low  Introductory  Rate  of  just 
$3.97— a  savings  of  $2.91  off  the  regular 
subscription  rate,  and  $4.53  off  the  news- 
stand rate. 

□  Payment  enclosed.        □   Bill  me  later. 

Name 
Address 

city 


State 


Z.p 


BONUS!  Enclose  payment  with  your  order 
and  you'll  receive  a  free  copy  of  Pocket 
Tips,  a  golf  bag-sized  collection  of  help  for 
special  shots  or  special  playing  condi- 
tions. Includes  a  handy  summary  section 
for  recording  your  progress. 
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TO  get  faster  lift  for  your  repair  parts, 
you  don't  caii  No.  2. 


Emery  gave  Eaton's  Yale 
industrial  trucks  just  the  lift  they 
needed.  Daily  overnight  delivery  of 
genuine  Yale  replacement  parts  to 
Yale  truck  customers  throughout  the 
nation. 

By  using  phority  air  taxi  service 
between  their  suburban  plants  and 
the  nearest  major  airport,  Emery  can 
keep  freight  flying  all  the  way  from 
Eaton's  doorstep  to  destination 
airports,  saving  time  lost  fighting 
metropolitan  airport  traffic.  And 
assunng  fast,  dependable  overnight 
delivery  to  hundreds  of  dealers  and 
customers.  Now  trucks  can  be  ready 
for  work  before  the  next  shift  begins. 

Emery  can  give  faster  lift  to 
your  inbound  air  freight  too.  Our 
distribution  organization  can  simplify 
the  planning  and  coordination  of  all 
your  purchasing  through  our 
exclusive  Air  Procurement  Service. 

We  remind  your  vendors  when 
shipments  are  expected,  report 
vendor's  progress,  then  give  you 


transportation  status  reports  every 
step  of  the  way  This  reduces  your 
production  and  plant  down-time, 
provides  air  freight  cost  controls  and 
assures  deliveries  to  meet  your 
deadlines. 

A  hundred  Emery  offices  in 
main  and  off-line  cities  are  manned 
by  thousands  of  Emery  professionals, 
and  linked  by  our  EMCON  tracking 
system  -the  first  and  only  real-time 
computer  control  system  for  air 
freight.  One  call  gives  you  immediate 
in-transit  information  on  every 
shipment. 

Next  time  you  need  faster  lift  for 
your  freight,  reach  for  the  prime 
mover.  Gall  Emery 


''With  all  thy  getting  get  understanding'' 


Fact  and  Comment 


SIGNIFICANT 

In  the  last  few  years  Americans  have  been  having  few- 
er babies.  This  year  the  birth  rate  will  be  the  lowest  in 
U.S.  history,  including  the  Depression.  {See  p.  37.) 

It  would  seem  that  the  state  of  the  economy  is  not  any- 
thing like  the  factor  in  determining  family  size  that  it 
was  during  the  Thirties.  Having  fewer  kids,  and  often 
having  them  later  in  married  life  instead  of  at  the  out- 
set, is  all  part  of  the  new  life-style  we  iTeep  hearing,  read- 
ing and  seeing  so  much  about. 

The  long-run  significance  of  this  lengthening  birth  rate 


SLOWDOWN 

slowdown  can  be  neither  overlooked  nor  underestimated. 
The  wedded  young  who  have  no  child  for  several  years, 
and  then  one  or  perhaps  two,  obviously  will  have  more 
time  and  cash  to  do  their  own  thing.  Pablum  and  diaper 
pin  money  will  go  instead  into  Sounds  and  campers  and  all 
the  other  of  today's  prevailing  preferences. 

Since  youth  has  a  habit  of  outgrowing  it,  the  present 
hefty  percentage  of  under-25s  will  grow  increasingly  less 
—with  markedly  changing  impacts  on  markets  and  politics 
with  every  passing  year. 


LEST  WE  FORGET 


For  quite  long  now,  corporations— especially  the  big 
ones— have  been  undergoing  multiple  assaults  for  matters 
that  didn't  used  to  be  considered  germane  to  rurming  a 
successful  business. 

•  From  civil  righters  seeking  business  underwriting  and 
more  jobs  for  minorities  from  top  rank  to  rank  and  file 

•  From  consumer  groups,  spurring  and  spurred  by  reg- 
ulatory agencies 

•  From  ecologists  more  concerned  with  the  preserva- 
tion of  wilderness  than  jobs 

•  From  •  aroused  antipollutionists  pressing  sometimes 
for  too  swift,  unaffordable  and  unavailable  solutions 

•  From  the  naive  and  well-meaning  seeking  "democracy" 
on  boards  of  directors 

•  From  the  Naders  to  the  nadirists  and  the  opportunists 
From  all  these  have  come  accusations  and  propositions 


of  a  volume  and  vehemence  quite  new  to  top  management. 
Goaded  by  the  merit  of  some  of  the  criticism,  too  many 
Americans  are  finding  themselves  in  the  ranks  of  armies 
led  by  extremists.  '- 

Now  is  a  good  time  to  weigh  these  words  of  James 
Roche,  a  Prime  Target  while  chairman  of  General  Motors: 
"Profits  are  the  incentive,  the  driving  force,  be- 
hind economic  expansion  and  rising  employment. 
It  takes  almost  $25,000  of  investment  to  create  one 
new  job  opportunity.  Just  to  keep  pace  with  our 
rising  labor  force  in  the  year  ahead  will  require 
that  we  open  up  1.75  million  new  jobs." 
In  being  mindful  of  other  worthwhile  corporate  objec- 
tives, we'd  better  not  lose  sight  of  the  primary  objective 
of  business— siat/mg  in  business. 
No  profits,  no  business. 
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YET  ANOTHER  GOOD  THING  GONE 


Among  the  countless  attractions  of  Copenhagen  is  Tu- 
borg  beer.  A  great  many  Americans  continue  to  quaff  this 
particular  brand  of  the  suds  when  they  return  home. 

Now,  alas  and  alack,  the  real  Tuborg  is  no  longer  avail- 


able in  the  U.S.  It  seems  that  they  have  made  a  beer  here 
and  put  the  Tuborg  label  on  it. 

That  probably  has  as  much  relationship  to  the  real  stuff 
as  Corfam  did  to  leather. 


WEIGHT  WATCHERS'  PUBLIC  ENEMY  NO.  ONE 

Charles  Masson,  proprietor-creator  of  La  Grenouille— 
simply  the  very  best  haute  cuisine  restaurant  in  the  whole 
world  (which  includes  Paris). 

Everything  he  does  goes  to  waist. 

ADDITIONAL  NOTES  ON  NEW  YORK  RESTAURANTS 


Chez  Raymond-240  West  56th  St.  (Tel:  755-1795  or 
265-9407).  The  most  completely  French  bistro  in  town. 
Unpretentious  in  decor  and  service  and  with  a  lengthy 
menu  that  lays  few  eggs,  it  deserves  to  be  most  high  on 
your  list. 

Peters  Backijard-64  West  10th  St.  (Tel:  GR  3-2400). 
If  it's  raining  cats  and  dogs  and  your  own  burners  are 
busted;  and  it's  the  only  restaurant  open  within  a  hun- 
dred miles  and  you  live  next  door- 
It's  still  not  worth  the  trip  these  days. 
Four  Seasons-99  East  52nd  St.  (Tel:  PL  1-4300).  Din- 
ing in  the  Four  Seasons  Pool  Room  continues  to  be  one 
of  the  nicest,  more  expensive  experiences  available  in  New 
York.  Several  of  the  dishes  on  the  menu  are  as  imaginative 
and  outstanding  as  the  towering  spaciousness  and  gracious- 
ness  of  the  decor.  This  is  an  oasis— unique,  too,  for  ear  as 
well  as  eye. 

L'Etoile-l  East  59lh  St.  (Tel:  751-7025).  Ugh!  An 
experience  not  to  be  wished  on  anyone. 


Autopub-Fihh  Avenue  and  59th  St.  (Tel:  832-3232). 
Located  in  the  basement  of  the  General  Motors  office 
building,  this  restaurant  features  an  unusual  cluster  of 
varied  auto-related  decors— from  drive-in  movies  to  bucket- 
seated  pit  stops  to  eating  inside  antique  cars.  The  simple 
sparerib-steak  food  is  fine,  the  service  cheerful.  Definitely 
one  of  the  most  fun  restaurants  in  Fun  City  for  families 
with  kids  or  singles  with  their  most  favorite  glamours. 

Hunam— 845  Second  Avenue  (Tel:  MU  7-7471).  The  av- 
erage New  York  version  of  Chinese  cuisine  has  never 
turned  me  on,  but  a  four-star  rating  by  the  New  York 
Times'  perspicacious  restaurant  reviewer,  Raymond  Soko- 
lov,  made  me  want  to  see  if  it  could  be  true. 

And  it  is. 

Many  dishes  are  first-timers  in  this  city,  quite  different 
and  most  tasty.  The  place  is  so  good,  so  popular,  that 
even  with  a  reservation  you'll  have  a  wait  of  30  minutes 
or  more.  Once  seated,  though,  the  service  is  swiftly  ef- 
ficient, with  very  scrutable  smiles. 


IT'S   A   GOOD  THEORY,  ANYWAY 


That  personable  dynarno  who  heads  International  Util- 
ities Corp.,  Jack  Seabrook,  recently  sat  down  with  a  group 
of  Forbes  editors  and  made  one  obsei-vation,  among  many 
pertinent  ones,  that  I  must  share  with  you:  "We  like  com- 
pany officers  who  have  expensive  wives.  They  make  good 


executives  because  they're  under  the  gun  at  home  to  make 
a  lot  of  money." 

Now,  while  there  may  be  something  in  that  interest- 
ing management  approach,  I'm  sure  neither  you  nor  I 
would  want  to  plant  this  thought  at  home. 


TO  OUR   FRIENDS   AT  TIME  INC. 

Good  luck  on  the  new  venture. 

FoHBES  hopes  Money  doesn't  cost  you  a  Fortune. 


I  guess  there  must  have  been  some,  but  there  can  be 
no  doubt  that  the  greatest  of  all  Great  Moments  in  TV  was 
that  afternoon  when  Soupy  Sales  told  his  devoted  millions  of 
tiny  tots  to  "go  into  your  father's  pocket  and  get  the  green 
paper  with  the  pictures  on  them  and  send  them  to  me." 

SURVIVAL 

I'ew  survive  success  too  soon. 
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GREAT  MOMENTS   IN  TV 

The  response  from  the  little  ones  doing  what  they  were 
told  was  exceeded  only  by  the  response  of  pocket-picked 
parents  who  somehow  failed  to  see  the  humor. 

While  it  may  have  cost  Soupy  his  job,  it  brought  him 
deserved  TV  immortality. 


THE  HARDP:ST  TIME  TO  TELL 

When  to  stop. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


\>\ 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse 
or  abuse  my  mind.  This  page  each  issue  will  contain  a 
few.  Which  verb  applies  to  what,  you  can  decide.— M.S. F. 


A  DOUBLE  SCOOP 
OF  ETHYL  ACETATE 

Dry  cleaning  fluid  is  fine  in  its 
place,  used  properly  to  remove  stains 
from  garments.  But  when  it's  also 
used  as  a  flavoring  agent  for  ice 
cream,  watch  out,  warns  Prevention 
magazine. 

The  chemical  in  question,  ethyl  ace- 
tate, from  which  commercial  pineap- 
ple-flavored ice  cream  gets  its  flavor, 
is  a  cleaner  for  leather  and  textiles 
whose  vapors  have  been  known  to 
cause  chronic  lung,  liver  and  heart 
damage.  But  that's  only  one  of  a  bun- 
dle of  additives  in  commercial  ice 
cream  whose  danger  to  mind  and  body 
has  not  yet  been  fully  assessed,  says 
the  Prevention  article,  "Ice  Cream  Is 
Pure  Chemicals." 

What's  your  favorite  flavor  .  .  .  va- 
nilla, chocolate,  strawberry,  banana? 
It  doesn't  really  matter,  says  Preven- 
tion, because  with  a  few  rare  excep- 
tions you're  getting  a  chemical  sub- 
stitute. Piperonal,  a  synthetic  that  re- 
places the  real  vanilla,  is  a  well- 
known  louse  killer. 

Chocolate  ice  cream,  when  arti- 
ficially flavored,  may  contain  such 
jawbreakers  as  amylphenyl  acetate, 
alderhyde  C18,  veratraldehyde  and 
propylene  glycol,  to  name  a  few.  And 
all  the  time  you  thought  you  were 
eating  chocolate! 

"We  do  not  recommend  ice  cream  at 
all,  even  in  its  purest  state,  because 
of  its  high  fat  and  high  sugar  con- 
tent," says  Prevention.  "But  if  you  in- 
sist on  an  occasional  indulgence,  look 


for  the  brands  which  list  the  natural 
ingredients.  Howard  Johnson's  and 
Breyer's  are  two  brands  that  we  know 
are  making  ice  cream  with  honest  in- 
gredients, including  all  natural  flavors. 
There  may  well  be  others." 

—Release  from  Rodale  Press. 

ADVERSITY  ADVA^^TAGE 

The  life  of  the  Eskimo  is  a  marvel  of 
adaptation  to  a  fierce  environment. 

Experience  has  taught  him  that 
flexibility  is  more  effective  than 
force  in  the  fight  for  survival,  that 
the  way  of  the  reed  is  better  than 
that  of  the  oak.  Like  the  judo  ex- 
pert, he  turns  each  threat  of  his  re- 
lentless adversary,  the  cold,  to  his 
own  advantage. 

Lost  in  a  blizzard,  an  Eskimo  does 
not  plunge  ahead  but— fully  aware  of 
the  snow's  insulating  qualities— builds 
an  igloo  for  shelter  and  waits  it  out. 
Realizing  that  glossy  surfaces  slide 
best  on  snow,  he  glazes  his  sled  run- 
ners with  ice.  If  he  lacks  wood  to 
fashion  a  frame  for  his  sled,  here  again 
he  makes  use  of  the  cold.  He  soaks  a 
seal  skin  in  water,  then  wraps  it 
around  several  split  fish  and  lets  the 
cold  transform  the  bundle  into  a  rig- 
id beam. 

Like  the  budget-wise  housewife,  he 
assigns  priorities  to  his  meager  re- 
sources. He  knows  that,  if  his  supply 
of  fat  is  small,  he  can  survive  longer 
by  eating  it  than  by  burning  it  to  keep 
himself  warm. 

—By  Guy  Mary-Rousseliere 
in  National  Geographic. 


On  the  Violence  Vogue 

Renata  Adler,  short-time  New  York 
Times  movie  critic,  on  the  Violence 
Vogue:  "The  reason  democracy  is  pe- 
culiarly vulnerable  to  style-revolution 
is  that  the  new  kind  of  rebellion  ac- 
cepts no  concessions  and  makes  no 
specific  demands.  It  is  committed  only 
to  the  process  of  destroying  order. 
There  is  no  way  democratic  institu- 
tions can  accommodate  that  aim." 

Pungent  Phrases 

The  landlord  whose  property  was 
besquatted  by  despoiling  hippies: 
"They  confuse  filth  with  poverty.  Filth 
is  a  habit,  not  an  economic  condition." 

Cutting  Down  a  Critic 

Canada's  Prime  Minister  Trudeau 
was  being  hassled  in  the  Canadian 
Parliament  by  a  former  transport  min- 
ister urging  him  to  send  government 
observer  teams  to  Africa  in  a  govern- 
ment Jetstar  aircraft.  When  Trudeau 
pointed  out  that  the  plane  didn't  have 
sufficient  range,  the  Parliament  mem- 
ber said,  "It  can  make  the  flight  with 
the  proper  stops  on  the  way."  Prime 
Minister  Trudeau  replied,  "I  do  not 
think  it  would  have  to  stop  if  the 
Honorable  Member  went  along  and 
breathed  into  the  tank." 

Fearless  Foreca.'St 

Advertising  columnist  Philip  H. 
Dougherty:  "  'Next  year  will  be  a  new 
year,'  James  J.  McCaffrey,  chairman  of 
LaRoche,  McCaffrey  &  McCall,  said  in 
the  closing  week  of  the  year,  and  time 
has  proved  him  right." 


THE  CURSE  OF  KEYNOTING 


Florida  Governor  Reubin  Askew, 
keynoter  at  the  Miami  Democratic 
Convention,  had  been  given  an  im- 
pressive build-up— young,  courageous, 
able,  articulate.  Perhaps  a  Vice  Pres- 
idential nominee.  Maybe  even  Presi- 
dential. His  speech  was  sincere,  im- 
passioned—and too  long  and  too  full 
of  climaxes  that  weren't.  He  had  sev- 
eral good  lines.  But  it  was  still  disap- 
pointing. In  politics,  there  is  nothing 
more  futile  than  straining  to  give  a 
memorable  speech. 

Askew's  experience  was  not  unique. 
For  decades,  the  convention  keynot- 
er has  traditionally  been  the  party's 
rising  star.  Or  if  not  that,  then  an  eld- 
er statesman  in  whom  further  ambi- 
tion would  not  normally  be  expected. 
But  look  at  a  list  of  keynoters  and  you 


find  another  tradition— keynoters  at- 
tempt to  be  highnotes  and  rarely  end 
up  even  footnotes.  They  try  too  hard. 
They  dream  of  Bryaning  another 
Cross-of-Gold.  But  political  alchem- 
ists they  aren't. 

Remember  Stassen?  Langlie?  Green? 
Dever?  Clement? 

The  exceptions  again  prove  the 
rule.  Earl  Warren,  subsequent  to  his 
1944  Republican  Convention  keynote 
address,  made  two  futile  bids  for  the 
Presidency  and  one  for  the  Vice  Pres- 
idency. He  was  saved  from  fade-out 
by  his  fortuitous  appointment  to  the 
High  Court.  General  Douglas  Mac- 
Arthur,  in  1952,  befieved  that  his 
keynote  speech  would  ignite  the  con- 
vention and  give  him  the  Repubhcan 
Presidential    nomination.    Today,    no 


one  even  remembers  that  he  was  a 
convention  speaker. 

Only  two  men  in  this  century 
reached  the  keynoters'  heaven  of  na- 
tional office.  One  was  Warren  Hard- 
ing in  1920— four  years  after  his 
speech.  The  other  was  Alben  Barkley 
in  1948.  Senator  Barkley,  71  at  the 
time,  had  no  thought  of  stampeding 
the  convention.  Anyway,  the  ticket 
that  year  was  a  sure  loser.  So  instead 
of  delivering  another  Speech  of  the 
Century,  Barkley  gave  a  rousing,  par- 
tisan talk,  which  turned  out  to  be  the 
success  others  dream  of. 

The  Republicans  last  week  were 
wise  in  having  three  keynoters  in- 
stead of  one.  Solitary  keynoting  seems 
to  be  a  conventional  stepping-stone  to 
obscurity.  -M.S.  Forbes  Jr. 
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Only  one  communications  company 

can  keep  a  closer  eye 

on  your  service  than  you  do. 


If  s  your  local  Bell  Company,  of 
course. 

We  operate  automatic  test 
equipment  that  constantly  monitors 
performance  over  our  entire  network. 
Many  troubles  are  spotted— 
and  solved— even  before  you  notice 
them. 

Many  other  communications 
problems  can  be  fixed  at  our  place. 
Without  a  repairman  setting  foot  in 
your  place. 

When  you  do  call  us  in,  our  people  often  arrive  with  test 
results  and  a  preliminary  diagnosis  of  the  trouble. 

This  homework  helps  us  get  things  back  in  business  for  you 
very  quickly  and  very  efficiently. 

With  such  quick,  often  out-of-sight  service,  Bell  System 
maintenance  is  one  of  the  best  bargains  in  your  telephone  bill. 
AT&T  and  your  local  Bell  Company. 


Forbes 


Oh,  To  Be  a  Banker . . . 

Do  bankers  like  tight  money?  It  depends  on  how  tight 
The  situation  now  shaping  up  should  be  just  right  for  them. 


After  an  uneven  first  half,  the  na- 
tion's banks  find  the  picture  getting 
brighter  by  the  day.  The  final  quar- 
ter of  1972  should  be  veiy  good  for 
most  of  them.  The  first  half  of  next 
year  should  be  even  better. 

The  demand  for  money  is  rising. 
There  is  suflficient  slack  in  the  bank- 
ing system  that  the  demand  so  far  has 
caused  the  prime  rate  to  flutter  be- 
tween 5^4%  and  5}2%.  But  the  slack  will 
soon  be  used  up.  Interest  rates  will 
begin  rising  again. 

The  situation,  however,  worries 
many  businessmen  and  the  men  who 
watch  the  economy  for  the  Nixon  Ad- 
ministration. They  are  afraid  that 
climbing  interest  rates  could  put  a 
premature  end  to  the  current  econom- 
ic pickup— including  the  still-young 
recovery  in  corporate  profits. 

The  chief  villain  (if  you're  not  ^ 
banker)  is,  of  course,  the  huge  feder- 
al deficit,  $30  billion  or  so  for  fiscal 
1973.  There  is  little  prospect  of  a  mas- 
sive reduction  for  fiscal  1974:  Con- 
gress and  the  public  seem  to  be  dead 
set  against  tax  increases,  and  mean- 
ingful cuts  in  the  federal  budget  are 
most  unlikely. 

At  the  Federal  Reserve  System  in 
Washington,  Forbes  found  consid- 
erable gloom  over  the  situation.  One 
Reserve  analyst  warned  of  trouble  by 
January:  "Controls  on  prices  will  be 
slipping  by  then,  at  least  on  capital 
goods,  and  this  could  touch  off  a  rush 
to  buy;  so  corporations  will  want 
more  money  than  they  are  now  bor- 
rowing. Then,  too,  next  year  we  have 
a  new  three-year  cycle  of  union  wage 
contracts— starting  with  the  Teamsters 
and  including  autos,  railroads  and 
General  Electric.  We  can  only  con- 
clude that  profits  will  prove  disap- 
pointing at  the  same  time  that  the  de- 
mand for  money  is  rising." 

A  black  cloud  hanging  over  nearly 
every  analysis  is  the  impact  the  U.S. 


Treasury  will  have  when  it  tries  to  fi- 
nance the  deficit  next  year.  "People 
ask  us  how  much  Treasury  is  going  to 
bomb  the  money  markets  next  year 
and  we  can't  answer,"  a  Treasury  spe- 
cialist told  Forbes.  "The  reason  we 
can't  is  because  we  don't  know  what 
the  deficit  is  going  to  be,  except  it 
will  be  well  above  the  $30  billion  that 
we  predict.  If  you  want  to  get  hyster- 
ical, just  remember  that  right  this 
minute  we  are  hard  at  work  drafting 
the  federal  budget  for  fiscal  1974. 
The  1973  fiscal  year  is  half  over  for 
us  already." 

The  specialist  added  another 
gloomy  note:  "For  the  first  time  we 
will  probably  have  to  borrow  money 
in  the  early  months  of  the  year.  Tra- 
ditionally, we  can  coast  until  June  on 
the  income  tax  payments  we  collect 
during  the  first  half.  But  the  tax 
schedules  led  to  overwithholding  this 
year— about  $15  billion  we  estimate— 
and  we  will  get  hit  with  early  filings 
next  year  demanding  refunds." 

The  Borrowers 

The  competitors  for  money  next 
year  are  easy  to  spot.  Utilities,  faced 
with  soaring  demand,  are  likely  to  re- 
enter the  securities  market  in  force, 
and  the  petroleum  industry  demands 
should  be  especially  heavy.  Manufac- 
turers of  equipment,  particularly  con- 
sumer-oriented producers  of  appli- 
ances and  the  like,  will  be  faced  with 
pressing  needs  for  new  machines  and 
new  cash.  Another  agreement  among 
Wall  Streeters  and  government  econo- 
mists is  that  there  is  less  slack  in  the 
credit  system  than  most  people  real- 
ize. They  cite  the  following  influences: 

•  Private  placements— these  loans 
from  insurance  companies,  pension 
funds  and  bank  trust  departments  to- 
taled $3.8  billion  during  the  first  half 
of  the  year  compared  with  $7  billion 
for  all  of  1971. 


•  Corporate  securities  offerings— 
they  totaled  $20  billion  in  the  first 
half  of  the  year;  down  from  $23.8 
billion  in  1971,  but  still  well  above 
the  $18.4  billion  sold  in  1970. 

•  Mortgages— home  financing  has 
been  soaking  up  an  additional  $55 
billion  above  the  recent  $500  billion 
annual  rate  from  money  markets  so 
far  this  year. 

•  State  and  local  governments  bor- 
rowed $12.3  billion  in  the  first  six 
months  this  year  compared  with  $12.9 
billion  for  the  same  period  of  1971. 
"State  and  locals  are  really  vulner- 
able to  rate  increases  because  the 
banks  can  switch  from  municipal 
bonds  to  commercial  loans  at  any 
time,"  the  Treasury  analyst  said. 
"Smart  local  government  managers 
will  try  to  get  their  issues  out  early 
next  year." 

Fortunately,  there  probably  won't 
be  a  1969-70  type  money  crunch. 
Most  of  the  Penn  Centrals  and  Four 
Seasons  probably  have  been  shaken 
out  already,  and  most  companies  have 
greatly  improved  their  liquidity.  This 
is  more  good  news  for  the  bankers  be- 
cause they  hardly  enjoyed  being 
caught  in  the  middle  last  time;  they 
don't  want  to  see  money  get  as  tight 
as  it  was  then,  because  they  would 
have  to  pay  stifi  rates  to  raise  money 
on  certificates  of  deposit.  "We  don't 
see  a  crunch  like  1969,"  says  a  Chemi- 
cal Bank  economist.  "We  won't  run 
out  of  money  to  lend,"  adds  a  vice 
president  of  North  Carolina's  Wacho- 
via Bank  &  Trust  Co. 

Of  course,  many  people  will  be 
hurt.  Homebuilding  could  slow  down. 
So  could  industrial  expansion  and 
modernization.  Nonbank  finance  com- 
panies may  be  squeezed  a  bit.  But, 
provided  the  monetary  situation 
doesn't  get  out  of  hand,  1973  could 
turn  out  to  be  a  very  good  year  indeed 
for  the  banks.   ■ 
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As  /  See  it 


An  Interview  with  John  P.  Hardt 


The  Economic  Story 

Behind  the  Nixon-Brezhnev  Detente 


Peter  G.  Peterson,  President  Nixon's  energetic  Secretary  of  Commerce, 
has  just  returned  from  the  Soviet  Union,  his  hands  apparently  empty 
as  far  as  a  major  trade  pact  is  concerned.  Is  Russian  trade  merely  the 
stuff  of  headlines,  destined  to  be  forgotten  tomorrow?  For  perspective 
on  this  question,  Forbes  looked  for  a  man  who  would  be  well-informed 
and  yet  detached.  Forbes'  James  Flanigan  found  him  in  Dr.  John  P.  Hardt, 
the  U.S.  Congress'  senior  specialist  on  the  Soviet  economy. 


Why  now?  Why  has  Russia  dropped 
its  old  economic  aloofness? 

Hardt:  We  are  dealing  with  a  lead- 
ership that  is  still  very  consei-vative, 
oriented  to  and  rooted  in  the  past. 
And  the  past  means  keeping  foreign- 
ers out.  The  past  means  the  Iron  Cur- 
tain and  the  control  system  and  self- 
sufficiency.  We're  dealing  with  people 
like  Leonid  Brezhnev  who  are  Stalinist 
in  form  and  training,  but  are  appar- 
ently acting  in  a  way  that  Stalin  him- 
self never  would  have  acted.  The  an- 
swer in  a  general  way  must  be  that, 
as  a  professional  politician,  Brezhnev 
senses  a  need  and,  regardless  of  his 
inclinations,  he's  just  going  to  have  to 
accommodate  these  changes.  And  I 
think  this  is  why  technological  change 
and  consumer  interest  ha\'e  come  to 
the  fore. 

What  brought  about  the  change? 

Hardt:  They  are  dedicated  to  meet- 
ing their  own  felt  needs.  They  have 
given  priority  over  many  years  to  the 
military  sector,  and  low  priority  to 
changing  technology  in  their  civilian 
areas.  Nikita  Khrushchev  clearly  iden- 
tified this.  With  the  Seven-Year  Plan 
in  1959  they  began  belatedly  their 
shift  to  the  use  of  modern  materials  in 
industry,  from  coal  to  petroleum  and 
natural  gas,  from  iron  and  steel  to 
high-test  metals.  But  en  route,  they 
accepted  the  requirements  of  strategic 
weapons  expansion,  after  the  Cuban 
missile  crisis  in  particular.  As  a  result, 
their  modernization  programs  were 
cut  back,  and  in  a  country  with 
limited  resources  and  enormous 
military  requirements  this  was  a  cost- 
ly decade  of  deferment. 

The   Cuban   missile   crisis   pushed 
the  Russians  into  rearmament? 

Hardt:  Yes,  I  think  in  historical  per- 
spective we  Sovietologists  are  agreed 


that  it  was  the  [for  them]  political 
disaster  of  the  Cuban  confrontation 
that  led  Khrushchev  and  the  party  to 
decide  in  late  1962  to  redirect  the  re- 
sources to  a  major  strategic  weapons 
buildup.  That  took  eight  to  ten  years 
to  come  to  finiition  .  .  .  and  here  we 
are.  Now  the  question  is  whether  or 
not  they're  going  to  meet  their  civilian 
plans  or  go  on  to  military  superiority 
again. 

Now,  look  at  the  trade  prospects  for 
the  Soviets,  not  only  with  the  U.S.  but 
with  all  countries. 

Energy— petroleum  and  natural  gas 
—is  at  the  core  of  each  of  these  pro- 
grams. If  they're  to  be  successful  in 
the  current  ninth  Five- Year  Plan  ari'd 
the  tenth  Five-Year  Plan,  they're  just 
going  to  have  to  develop  the  West  Si- 
berian, fields.  \'ery  rapidly— more  rap- 
idly than  they  have  in  the  past.  They're 
going  to  have  to  develop  the  means 
for  transportation  and  transmission 
of  that  resource,  which  is  no  small 
problem  in  terms  of  the  location  of 
West  Siberia.  Also  they  must  build 
the  industries  to  use  the  by-products, 
the  petrochemical  plant  and  particu- 
larly the  refinery  capacity.  Now  the 
only  way  I  see  this  being  done  accord- 
ing to  their  imposed  schedule,  which 
I  think  is  a  realistic  one,  is  by  military- 
type  priorities. 

But  according  to  statistics  we  see, 
the  Soviet  Union  allocates  only  8%  of 
its  gross  national  product  to  defense. 
The  U.S.  allocates  some  7%,  so  what 
is  the  difference  in  priorities? 

Hardt:  In  terms  of  the  proportion  of 
goods  and  services,  those  statistics  are 
quite  accurate.  But  in  terms  of  the 
opportunity  costs  and  the  burden  on 
resources,  they  are  understated.  We 
have  a  larger  supply  of  resources,  fa- 
cilities and  skilled  people,  so  the 
trade-ofts  in  our  society  are  not  so 
harsh.  But  in  the  Soviet  Union,  we're 
talking    about    high-test    metals    that 


can  be  used  either  to  build  petroleum 
refineries  or  to  develop  a  strategic 
missile  system.  Developing  the  energy 
area  demands  resources  of  engineers, 
construction  facilities,  high-quality 
metals  and  so  forth.  These  things  may 
not  be  highly  valued  in  terms  of  the 
Saviet  price  system,  but  they  are  cer- 
tainly very  scarce. 

They  talk  of  developing  all  their 
new  industry  out  in  Siberia,  the  petro- 
chemicals and  aluminum  smelting  and 
so  on.  Is  this  merely  talk? 

Hardt:  Again,  in  1959,  they  de- 
bated whether  the  increments  for 
electric  power  should  come  from  ex- 
panded steam  stations  in  European 
Russia  or  from  water  power  develop- 
ment in  the  East  Siberian  region 
around  Lake  Baikal— Irkutsk,  Bratsk 
and  Krasnoyarsk.  The  judgment  was 
made  that  they  would  go  for  the 
heavy  investment.  You  know  the 
Bratsk  and  Krasnoyarsk  stations  each 
individually  are  about  three  times 
Grand  Coulee.  And  they  are  veiy  fine 
facilities,  have  an  even  flow  through- 
out the  year. 

There  is  only  one  hitch.  They  don't 
have  sufficient  power  consumers. 
They  don't  have  any  load.  Now  they 
planned  back  in  1959  to  build  the 
load  at  the  same  time,  but  because  of 
military  needs  they  did  not.  I  notice 
in  the  current  Five-Year  Plan  that 
they  are  building  many  of  the  plants 
scheduled  to  supply  the  load  now. 
But  this  is  the  Seventies,  not  the  Six- 
ties. So  there  has  been  excess  power 
in  Siberia  for  a  decade.  Now  that's  a 
problem  very  much  related  to  the  cur- 
rent West  Siberian  petroleum  de\el- 
opment.  Sure,  they  can  develop  petro- 
chemical industries  in  West  Siberia, 
but  it  makes  a  great  deal  more  sense 
to  do  it  in  this  decade  than  in  the  next 
or  the  following  decade. 

So  this  raises  the  question  of  the 
summit  discussion.  In  other  words,  is 
the  backdrop  to  this  eagerness  for 
trade  and  their  concern  about  tech- 
nology a  concern  that  emanates  from 
a  policy  decision  to  reorder  priorities? 
That  remains  a  question,  at  least  in 
the  public  arena. 

Certainly  we've  had  false  signals 
and  hopes  in  the  past.  But  from 
their  problems,  the  colossal  waste  of 
power  in  Siberia,  the  need  for  pe- 
troleum, tlie  need  for  productivity  in 
their  economy,  surely  the  Russians 
will  have  to  reorder  their  priorities 
now.  Surely  they  will  have  to  do  some- 
thing for  the  people. 
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Hardt:  They  do  seem  serious  in  their 
approach  to  increasing  meat  produc- 
tion. They  have  entered  into  a  three- 
year  agreement  to  import  U.S.  feed' 
grain,  because  they  must  not  only  in- 
crease meat  production  for  one  year 
but  build  up  the  number  and  quality 
of  the  herds.  [This  differs,  of  course, 
from  their  purchase  of  U.S.  wheat, 
which  is  in  response  to  a  crisis  and, 
like  their  similar  purchase  in  1963, 
is  probably  a  one-shot  affair.]  But  on 
meat  they  have  an  awful  long  way  to 
go.  Just  how  long  was  brought  home 
to  me  when  I  noticed  that  the  meat 
consumption  goals  in  the  current  plan 
—which  are  quite  ambitious— would 
not  get  them  above  the  present  levels 
of  East  European  meat  consumption 
per  capita.  And  remember  the  issue  of 
meat,  its  price  and  availability,  was 
the  match  that  lit  the  recent  Polish 
riots  that  toppled  the  Gomulka  gov- 
ernment. -The  Soviet  Union  had  to 
supply  hard  currency  to  buy  meat  in 
the  West  to  cool  off  that  situation. 

But  the  common  understanding  in 
the  West  is  that  the  East  European 
economies  are  advancing  faster  than 


the  Russian  economy  itself.  Just  who 
is  a  drag  on  whom? 

Hardt:  The  cost  of  retaining  their 
Eastern  European  system  is  a  burden 
of  increasing  concern  to  the  Soviets. 
In  petroleum,  for  example,  the  Soviet 
Union  exported  47  million  tons  to 
Eastern  Europe  last  year,  whereas  to 
the  whole  non-Communist  world  they 
exported  58  million  tons.  Obviously 
they  can't,  but  if  they  were  to  say  "no 
more  oil"  as  of  tomorrow  to  East  Ger- 
many, Poland,  Czechoslovakia  and 
Hungary  they  would  be  able  to  sell 
50  million  metric  tons  more  petroleum 
in  the  world  market  and  gain  hard 
currency.  Now,  they  also  use  their 
hard  currency  to  buy  grain  to  supply 
the  East  European  countries.  Much  of 
their  grain  imports  from  Canada  go  di- 
rectly to  Eastern  Europe.  The  Russians 
would  like  to  reduce  this  economic 
drain.  In  fact,  they  have  suggested  re- 
cently to  the  East  Europeans  that 
they  look  elsewhere  for  raw  materials 
in  the  1980s.  In  terms  of  petroleum, 
this  would  obviously  mean  the  Arab 
countries. 

On  the  other  hand,  the  East  Euro- 
peans have  to  supply  many  of  the  bet- 
ter and  more  marketable  products  of 
their  machine-building  industry  to 
Russia,  and  thereby  deprive  them- 
selves of  access  to  West  European 
markets,  in  which  they  are  very  in- 
terested. So  neither  side  is  happy  with 
this  mutual  exploitation. 

In  other  words,  it's  not  a  case  of 
the  Soviet  Union  forcibhj  tying  these 
countries  to  itself?  What  about  Czech- 
oslovakia? 

Hardt:  I'm  of  the  view  that  the  So- 
viets do  not  feel  the  Czech  invasion 
was  a  success.  They  did  it  at  great  po- 
litical cost.  For  security  reasons,  the 
Soviet  Union  wants  to  keep  these 
countries  tied  as  allies,  but  economic- 
ally the  cost  has  gone  up  substantially 
and  the  Russians  are  quite  concerned 
about  it.  Now  the  Eastern  Europe  na- 
tions have  been  moving  toward  more 
economic  relationships  with  Western 
Europe.  I  think  it's  reasonable  to  as- 
sume that  whatever  the  Soviets  do 
provides  the  parameters  within  which 
the  East  Europeans  can  operate.  If 
the  Russians  develop  joint  ventures, 
industrial  cooperation,  tourism  and  so 
forth,  then  the  East  Europeans  can  go 
almost  as  far.  To  the  extent  that  we 
develop  an  increasing  economic  re- 
lationship with  the  Russians,  we  can  ex- 
pect to  find  more  opportunities  for 
business  with  Eastern  Europe. 


Where  does  the  U.S.  come  into  the 
picture?  Why  not  Japan  and  Western 
Europe?  Why  all  the  hospitality  to 
President  Nixon? 

Hardt:  There  are  several  reasons. 
One,  there  are  areas  in  which  the 
Americans  are  clearly  ahead.  In  the 
area  of  management  and  computers, 
we  still  do  very  well.  In  petroleum 
technique,  too,  particularly  our  Alas- 
kan North  Slope  technology.  In  spite 
of  centuries  of  Russian  experience 
with  permafrost,  it  is  apparent  they 
need  help  in  building  on  it.  Secondly, 
the  old  leadership  in  Russia  still  thinks 
of  what  is  American  as  being  the  best. 
The  younger  people  are  recognizing 
what  we  are  concerned  about,  namely 
that  in  a  lot  of  technological  areas 
the  U.S.  is  no  longer  the  best.  But  we 
can  for  some  time  ride  on  our  reputa- 
tion with  the  older  leaders. 

The  third  reason,  I  suspect,  is  po- 
litical. They  may  feel  they  have  some- 
thing to  gain  from  increasing  their 
trade  relations  with  the  U.S.  Either 
from  an  improvement  in  the  climate 
in  the  U.S.  toward  the  Soviet  Union 
or  because  they  are  concerned  over 
our  dealing  with  China. 

The  difficulties  that  have  to  be  ne- 
gotiated, as  you  say,  boggle  the  mind. 
There  are  problems  that  just  do  not 
exist  in  U.S.  dealings  with  other 
countries— problems  such  as  living  in 
the  Soviet  economy,  supplying  the  job 
.site  and  the  problem,  as  you  put  it, 
of  "a  one-to-one  relationship  between 
an  American  engineer  and  a  member 
of  the  Soviet  police."  Is  Russia  good 
business  at  all?  Do  the  difficulties  ex- 
ceed the  attractions? 

Hardt:  Certainly  we're  having  more 
difficulty  and  costs  in  dealing  with 
many  other  countries— talking  of  pe- 
troleum, Iraq  and  Libya  come  to  mind. 
The  difficulties  do  suggest  that  there 
will  have  to  be  a  close  relationship  be- 
tween private  enierprise  and  the  U.S. 
Government.  And  the  rate  of  return 
because  of  uncertainty  of  both  price 
and  tenure  will  have  to  be  fairly  high, 
otherwise  it  won't  pay  off. 

The  real  danger  to  our  side  is  that 
we  must  be  careful  about  negotia- 
tions. We  tend  to  get  an  agreement 
"in  principle"  and  then  assume  that 
all  has  been  settled  except  the  details. 
That  is  not  the  way  they  work.  There 
is  going  to  be  a  lot  of  hard  bargaining 
and  we'll  have  to  keep  up  our  atten- 
tion levels  for  a  long  time.  Any  short- 
term  successes  will  only  be  steps  in  a 
long  series  of  negotiations.   ■ 
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Getting  Back  in  Trim 

Philips  Lamp,  the  great  European  growth  corporation,  has 
had  plenty  of  growth.  Unfortunately,  it  has  mostly  been 
sales  growth.  So  the  push  is  on  to  slim  down  and  tone  up. 


If  it's  any  comfort,  the  big  European 
companies  have  the  same  big  prob- 
lem big  American  companies  have: 
Sales  and  capital  investment  keep  get- 
ting bigger  and  bigger,  hut  profit 
gains  are  slow  and  painful.  Philips 
Lamp,  Europe's  largest  electrical 
manufacturer  (and  the  world's  sec- 
ond-largest—after General  Electric ) , 
is  a  case  in  point.  Since  1962  Philips' 
sales  have  climbed  from  just  under  $2 
billion  to  $5.6  billion.  Earnings?  They 
hardly  budged:  $1.12  a  share  in  1964; 
$1.15  last  year. 

Even  with  sharp  improvement  in 
profitability  this  year,  Philips'  net 
profit  margins  will  be  about  3.5  cents 
on  the  sales  dollar  as  compared  with, 
say,  5.5  cents  or  so  for  General  Elec- 
tric. Yet  a  decade  ago.  Philips  led  GE 
in  profitability.  Sighs  Peter  le  Clercq, 
Philips'  vice  president  in  charge  of 
commercial  operations:  "This  growth 
has  brought  a  lot  of  complications." 

Philips'  biggest  problems  have 
been  in  consumer  goods,  which  con- 
tribute more  than  half  of  sales.  The 
European  market  is  saturated  in  many 
appliances,  things  like  tape  recorders, 
cassettes,  shaxers,  radios,  black-and- 
white  TV  sets.  In  small  color  sets,  the 
Japanese  have  become  potent  com- 
petitors. The  important  European 
white  goods  market  (which  buys  Phil- 
ips' Italian-made  appliances)  has 
been  depressed  of  late,  and  the  re- 
cession in  the  U.S.  has  cost  Philips 
dearly,  not  so  much  for  its  business 
there  ($500  million,  less  than  10% 
of  worldwide  sales),  but  because  it 
loosed  a  flood  of  U.S.  electronic  com- 
ponents into  Europe. 

"We  have  grown  too  fast,"  was  the 
way  that  Frits  Philips,  second  genera- 
tion of  the  founding  family,  put  it  up- 
on his  retiiement  last  year.  Why  did 
Philips  grow  so  fast?  Largely  because 
of  its  highly  decentralized  mode  of 
operation,  which  gave  tremendous 
autonomy  to  Philips'  countless  na- 
tional units.  As  the  various  Philips 
companies  (it  has  plants  in  45  coun- 
tries) grew  in  size  and  complexity, 
they  took  the  expansion  bit  in  their 
teeth  during  one  three-year  period  by 
expanding  the  company's  worldwide 
work  force  by  90,000  to  359,000. 

The  cost  increases  implicit  in  that 
kind  of  expansion  had  to  be  shoul- 
dered at  a  time  when  Philips  was  un- 
der determined  pressure  from  lower- 
cost  competitors,  especially  in  con- 
sumer items.  "For  many  years,"  says  le 
Clercq,  "we  haven't  been  in  small  pock- 


et radios,  which  the  Japanese  made  in 
quantity.  But  we  had  the  business  in 
the  higher  ranges.  Now  the  Japanese 
have  come  into  these  areas  too,  and  we 
have  found  our  way  into  even  more 
sophisticated  items"  (meaning  higher 
priced  stereo  and  hi-fi  equipment). 

Clearly,  Philips  will  have  to  cut 
back.  It  has  already  started  doing  so. 
Though  Philips  has  always  empha- 
sized its  strong  sense  of  obligation  in 
job  matters,  it  trimmed  27,000  from 
its  work  force  last  year  and  another 
4,500  this  year.  It  is  also  stepping  up 
its  investment  in  low-labor-cost  coun- 
tries. Case  in  point  is  its  new  plant  in 
Taiwan  that  is  now  turning  out  small- 
screen  T\'  tubes  able  to  compete  with 
the  Japanese.  "No  company  in  private 
enterprise,"  says  le  Clercq,  "can  afford 
to  have  a  factory  making  a  certain 
product,  in  a  certain  country,  when 
there's  no  outlet  or  profitability  to  be 
seen  in  the  next  five  or  ten  years." 

At  the  same  time  Philips  is  looking 
less  to  consumer  products  for  its  fu- 
ture growth  and  profitability  than  to 
what  it  calls  "professional"  products, 
such  as  telecommunications,  medical 
systems,  measuring  equipment,  indus- 
trial lighting  and  data  processiiig.  It 
expects  sales  of  these  products  to  grow 
at  close  to  15%  a  year,  vs.  only  6%  for 
Philips'  erstwhile  booming  consumer 
products.  Already,  sales  of  profession- 
al products  amount  to  $2.5  billion,  or 
44%  of  the  company  total,  compared 
with  only  one-third  a  decade  ago. 

And  then  .  .  .  IBM 

Both  these  moves,  into  low-cost 
countries  and  deeper  into  capital 
goods,  make  good,  if  belated,  sense. 
However,  the  second  move— into  cap- 
ital goods— involves  Philips  in  a  whole 
new  range  of  risks.  You  can  sum  it  up 
in  one  word:  computers.  In  every  ad- 
vanced field  of  electronics,  capital 
goods  in\()lve  computers  in  some  form 
or  another.  And  so  Philips  is  pu.shing 
deeper  into  the  computer  business. 

It  is  for  the  sake  of  this  area  that 
Philips  has  been  working  with  com- 
puters since  1963,  starting  by  devel- 
oping them  for  its  own  internal  needs. 
The  cost,  if  not  unbearable,  has  cer- 
tainly been  heavy:  a  loss  of  $50  mil- 
lion last  year  on  data  sy.stem  sales  of 
some  $150  million,  mostly  in  small-  to 
medium-sized  office  computers.  Phil- 
ips has  found  the  going  .so  rough  in 
the  big  general-purpose  machines, 
where  the  big  costs  are  incurred,  that 
it  has   dropped  some   larger  models. 


Le  Clercq  of  Philips 

To  stem  the  drain,  le  Clercq  has 
been  tiying  to  set  up  a  joint  computer 
company  with  Germany's  Siemens  and 
France's  Compagnie  Internationale 
pour  I'lnformatique,  Philips  would  be 
the  smallest  partner  of  the  three. 

Is  Philips  late  in  computers?  Its 
share  of  installed  computers  is  a  min- 
uscule 0.2%  worldwide,  and  only  0.7% 
in  Europe.  E\'en  if  it  combines  with 
Siemens  and  CII,  the  joint  xenture's 
share  would  be  only  1.8%  worldwide 
and  7.8%  in  Europe.  But  like  Xerox, 
which  also  is  losing  heavily  in  com- 
puters (FoHBES,  Aug.  15),  Philips 
couldn't  stay  out  if  it  wanted  to. 

Win  or  lose  in  computers,  there  \\  ill 
be  no  big  Philips  write-offs  a  la  RCA. 
Its  computer  costs  are  being  expen.sed 
yearly,  as  it  simultaneously  pushes  its 
corporate  reorganization  and  house- 
cleaning  to  lift  margins.  It  has  already 
had  good  success:  They  reached  3.8% 
in  197rs  last  quarter,  which  was  fol- 
lowed by  a  good  year-to-year  gain  in 
the  first  two  1972  quarters. 

Philips'  profit  margins  are  still  well 
below  those  of  the  early  Sixties.  It 
will  take  a  long  time  to  determine 
whether  the  pressures  on  its  consumer 
goods  businesses  can  be  offset  by 
expansion  in  computer-related  profes- 
sional products.  The  competition  is 
likely  to  be  tougher  than  anything 
Philips  experienced  in  the  relativeh 
lush  European  consumer  goods  mar- 
kets (jf  the  Fifties  and  early  Sixties. 
Now  it  faces  IBM,  for  example,  and 
the  whole  complex  of  Japanese  elec- 
trical giants.  Not  to  mention  U.S. 
competitors,  emboldened  by  devalua- 
tion and  the  U.S.'  new  export  con- 
sciousness. Oh,  where  are  tlu^  appli- 
ance- and  gadget-hungiA  consumers 
of  vestervear?  ■ 
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Don't  Get  Any  Small  Ideas 

Especially  in  the  cement  industry,   where  size  pays 
and  mistakes  last  a  long  time.  Ask  Marquette  Cement. 


How  can  a  company  which  in  1960 
had  the  best  earnings  record  in  its  in- 
dustry ($3.51  per  share),  a  hand- 
some price/ earnings  ratio,  steadily 
growing  sales  ($55  milHon),  a  divi- 
dend payout  of  $1.80  and  stock  sell- 
ing in  the  50s  fall  as  far  as  Marquette 
Cement  has  in  a  decade? 

In  1970,  on  sales  off  10%  after  gen- 
erally rising  through  the  years  to  $88 
million  in  1969,  Marquette  showed  an 
earnings  deficit  of  30  cents  a  share.  It 
has  been  selling  since  at  a  price  well 
below  its  book  value  and  paying  no 
dividends.  Even  in  a  capital-intensive 
industry  that  suffered  from  over- 
capacity, depressed  prices  and  serious 
market  fluctuations,  as  the  cement 
business  did  throughout  the  middle 
and  late  Sixties,  Marquette's  turn- 
around has  been  drastic. 

The  collapse  can  be  laid  directly  to 
the  management  decisions  made  dur- 
ing Marquette's  market  leadership 
days  in  the  Fifties  and  early  Sixties. 
Its  chief  executive  officer  then  was 
Walter  A.  Wecker,  a  man  with  very 
definite  ideas  about  how  a  cement 
company  should  be  run— ideas  which 
time  has  proved  to  be  all  wrong. 

At  a  time  when  the  industry  was 
gravitating  toward  building  larger 
plants— up  to  7  million  barrels  per 
annum— to  serve  wider  regional  mar- 
kets, Wecker  stubbornly  stuck  to  the 
traditional  concept  of  a  small  plant- 
around  1.3  million  barrels— serving 
a  market  within  a  25-  to  50-mile  ra- 
dius. He  built  or  acquired  five  of  them 
in  the  Fifties,  in  market  areas  from 
Milwaukee  to  Brandon,  Miss. 

By  the  Sixties  the  industry's  high 
profit  margins  were  attracting  new- 
comers. One,  Dundee  Cement  Co.,  be- 
gan a  new  era  of  giant  plants  with  a 
double  3-million-barrel  kiln  unit  in 
Dundee,  Mich.  In  response,  in  1961 
Marquette  acquired  the  Green  Bag 
and  Nortlu  American  cement  compa- 
nies for  almost  $41  million.  In  the  next 
four  years  Marquette  invested  $41.8 
million  in  modernizing  Green  Bag's 
Pittsburgh  and  North  American's  Cats- 
kill,  N.Y.  plants— increasing  their  re- 
spective annual  capacities  to  2  million 
and  3.3  million  barrels. 

But  neither  move  paid  off.  Speak- 
ing of  the  Pittsburgh  plant,  a  Mar- 
quette competitor  told  Forbes:  "There 
was  no  way  a  plant  of  its  relatively 
small  size  could  bring  a  return  on  that 
kind  of  investment."  The  Catskill  plant 
ran  smack  into  a  price  war  with  a 
giant  plant  built  nearby  by  Atlantic 


Cement  Co.,  returning  nothing  to  Mar- 
quette until  1970. 

With  large  plants  coming  on  stream 
fast,  industry  capacity  was  soon  too 
great  for  slackening  demand.  Prices 
began  falling,  and  small  market  areas 
were  difficult  to  protect.  Bigger  plants, 
because  of  relatively  lower  fixed  costs 
per  barrel,  found  it  easier  than  Mar- 
quette to  ship  long  distances  to  meet 
demand  and  still  compete  on  price. 
Market  invasion  became  rampant. 

With  no  return  coming  on  its  big  in- 
vestment in  the  two  larger  acquired 
plants,  Marquette  had  to  conform  to 
the  new  trends,  seeking  buyers  well 
beyond  its  normal  market  boundaries. 
Just  like  everyone  else,  it  had  to  build 
costly  distribution   plants  in   outlying 


A  ROUGH  TEN  YEARS 

As  poor  as  they've  generally 

been  for  the  past  ten  years, 

cement  industry  earnings  have 

looked  good  compared  with  Mar- 

quette's rocky  downslide. 
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areas  in  order  to  maintain  the  swift 
delivery  expected  from  the  industry 
since  the  advent  of  truck  shipping. 

Cement  workers'  wages  were  fast 
becoming  among  the  highest  in  indus- 
try and  Marquette's  mistakes  were 
compounding.  With  cash  reserves  de- 
pleted and  returns  so  low,  it  couldn't 
diversify— as  many  companies,  such  as 
Medusa  and  General  Portland,  did  in 
the  late  Sixties.  Nor  could  it  cut  into 
its  manpower  costs  by  building  larger 
plants.  Marquette  was  scrapping  ca- 
pacity production  in  its  small  units 
just  to  reach  the  break-even  point. 
The  borrowing  and  spending  that 
were  done  in  the  late  Sixties  went  into 
the  clumsy  process  of  partially  mod- 
ernizing old  plants  while  trying  to 
maintain  capacity  production. 

In  the  depressed  construction  mar- 
ket of  1970,  during  two  expensive 
modernization  projects,  Marquette 
found  it  increasingly  difficult  to  match 
prices  with  competitors.  The  30-cent- 
a-share  loss  resulted,  which,  along 
with  an  equipment  write-off  of  36 
cents,  gave  the  company  a  $2-million 
loss  for  the  year. 

In  1971  cement  demand  soared 
and  industry  earnings  gains  of  $1  a 
share  were  common.  Marquette  man- 
aged to  earn  15  cents  a  share.  But  it 
was  hardly  a  turnaround. 

This  year  the  competitive  struggle 
in  the  cement  industry  narrowed  down 
to  who  had  the  lowest  unit  costs,  the 
most  efficient  plants.  Exactly  Mar- 
quette's weak  point. 

With  wage /price  controls,  industry 
prices  are  still  frozen  at  the  depressed 
level  of  the  mid-Sixties.  Costly  pollu- 
tion-control measures,  often  involving 
plant  shutdowns,  have  helped  to  hold 
down  industry  capacity  additions.  Into 
the  growing  gap  between  demand  and 
supply  have  rushed  overseas  cement 
companies,  while  U.S.  producers  are 
maximizing  delimited  profits  by  pull- 
ing back  to  strong  local  markets  where 
distribution  costs  are  lowest. 

For  Marquette,  these  industry  prob- 
lems are  a  nightmare.  Fixed  costs  at 
its  small  plants  are  about  as  high  as 
they  are  for  competitive  plants  three 
times  their  size.  Marquette  admits 
that  chances  of  earning  even  50  cents 
a  share  this  year  are  grim. 

Small  wonder  then  that  Marquette's 
chief  executive  since  the  retirement  of 
Walter  Wecker  in  1963,  Robert  J. 
Morrison,  52,  recently  turned  in  his 
resignation.  The  present  acting  chief 
executive,  Paul  Duncan,  61,  whose 
family  helped  begin  the  business  in 
the  1890s,  says  of  Wecker's  small 
plant  philosophy,  "The  concept  then 
was  that  the  small  plants  were  the 
most  eflBcient.  Well,  maybe  at  that 
time  they  were.  But  today  .  .  .  ."  To- 
day they  amount  to  a  trap.  ■ 
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W.  R.  Grace  &  Co. 

Peter  Grace  has  kept  the  family  flag  flying  over  an  impres- 
sive group  of  companies,  but  Wall  Street  is  not  impressed. 


Grace  of  Grace 


Back  in  1935,  when  he  was  a  junior 
at  Yale,  J.  Peter  Grace,  now  chairman 
of  W.R.  Grace  &  Co.,  played  goalie  for 
the  varsity  hockey  team.  He  played 
a  particularly  daring  game.  As  his 
classmate,  sportswriter  Robert  Cooke', 
remembers:  "Peter  came  out  of  his 
cage  to  stop  a  puck  further  than  any 
other  goalie  I've  ever  seen." 

In  defending  a  27-year  stewardship 
of  W.R.  Grace,  Peter  doesn't  defend 
his  record  so  much  in  terms  of  goals 
scored  as  he  does  in  terms  of  defen- 
sive skill  in  a\erting  catastrophe— and 
averting  it  with  a  bold  and  dashing 
style.  In  1945  he  took  oxer  a  steam- 
ship line,  an  assortment  of  Latin  Amer- 
ican operations,  a  smallish  wholesale 
bank— net  worth  about  $93  million. 
Today  almost  nothing  remains  of  the 
di\"erse  empire  Peter's  Irish  grandfa- 
ther, William  Russell  Grace,  built.  In 
its  place,  Peter  has  assembled  an  even 
more  diverse  and  far  bigger  conglom- 
erate, with  assets  of  nearly  SI. 6  billion 
spread  across  a  wholK-  different  range 
of  industries:  chemicals,  gaskets,  res- 
taurants, ladies'  dresses,  packaged 
foods,  to  name  a  few— worth  in  all,  $2 
billion  a  year. 

Certainly  a  bold  transformatioi\.  A 
successful  one?  This  is  the  tough  ques- 
tion. Last  month  Grace  stock  was  sell- 
ing not  much  abo\e  its  low  point  for  a 
decade.  Earnings  over  the  latest  12 
months,  in  spite  of  a  strong  first  half 
in  1972,  are  only  $1.93  a  share,  a  big 
comedown  from  the  $3.31  Grace 
earned  in  1966.  Return  on  stockhold- 
ers' equity?  It's  about  7.5f,  or  well 
below  the  11%  to  13%  that  other  big 
chemical  outfits  like  du  Pont,  Dow 
and  American  Cyan  am  id  make.  Peter 
Grace  is  very  proud  of  his  company. 
Wall  Street,  however,  obviously  does 
not  care  for  it. 

Like  it  or  not,  the  company  is  an 
extension  of  Peter  Grace's  style  and 
ego.  A  rotund  man  of  59,  whose  plac- 
id appearance  belies  a  30-year  history 
of  ulcers,  Peter  Grace  seems  to  thrive 
on  situations  that  are  difficult,  if  not 
precisely  impossible.  Even  his  succes- 
sion to  the  Grace  presidency  in  1945 
was  a  challenge  and  "a  battle.  The 
family-owned  company,  started  118 
years  ago  to  export  guano  from  South 
America,  had  become  a  squabbling 
nest  of  proud  and  monied  families. 
Each  faction  had  its  own  ideas  about 
how  the  business  should  be  run  and 
whether  Peter  should  be  the  one  to 
run  it.  Peter  and  his  father,  then  com- 
pany president,  prevailed  despite  Pe- 


ter's own  misgivings.  "I  wanted  to  go 
out  and  produce  on  my  own,"  he  re- 
calls. Instead,  in  September  1945,  he 
moved-  into  the  paneled  president's 
office  in  the  old  Grace  Bank  building 
on  the  south  side  of  New  York's  tiny, 
triangular  Hanover  Square.  His  goal: 
to  prove  he  "wasn't  just  a  Grace." 

Peter  Grace  isn't  unmindful  of  the 
sneers  about  his  company  27  years 
later,  its  ups  and  downs,  eccentricities 
and  low  return.  He  simply  refuses  to 
admit  the  sneers  bother  him.  "I  don't 
care  what  our  stock  sells  for  at  3 
o'clock  this  afternoon,"  he  says.  "I'm 
interested  in  what  it  will  be  selling  for 
fi\'e  years  from  now,  and  that's  the 
basis  of  all  my  decisions." 

Peter  Grace  fields  complaints  about 
the  company's  recent  performance 
with  grandfathcrly  bumbling,  Irish 
twinkle  and  plain  old  Yankee  shrewd- 
ness. Grace  has  a  penchant  for  long, 
winding  sentences  that  appear  to  be 
heading  nowhere,  then  suddenly  get 
to  the  point. 

About  Those  Earnings  .  .  . 

Earnings?  Interviewed  in  a  small 
conference  room  on  the  19th  floor  of 
Grace's  present  headquarters  in  the 
old  Cotton  Exchange  building,  Peter 
Grace  spends  a  number  of  minutes 
rummaging  around  for  his  secular  bi- 
ble, the  company's  ten-year  statistical 
history.  After  a  secretary  finally  locates 
it,  Grace  sets  the  3-inch-thick  binder 
on  the  conference  table  and  unfolds 
foot  after  foot  of  computer  printouts. 
All  the  while  he  is  tracing  the  rows  of 
numbers  with  nail-bitten  fingers,  he  is 
carefully  restating  the  question  in 
terms  that  cast  an  even  gloomier  light 
on  his  own  achie\cments.  It's  that  old 
habit  of  his,  skating  way  beyond  the 
confines  of  his  goalie  cage. 

"The  way  you  should  have  put  that 
question,"  he  admonishes  a  Fohbks 
reporter  whom  he  has  fixed  with  his 
unblinking  steel-grey  eyes,  "is  like 
this.  'When  you  became  president, 
Mr.  Grace,  net  income  was  $18  mil- 
lion, and  there  were  about  6  million 
shares.  Therefore,  you  earned  on  the 
present  shares  related  to  the  old  busi- 
nesses $3  a  share!  This  year  you're 
only  going  to  earn  $2,  $2.30.  That's 
perfectly  horrible.  You're  earning  one- 
third  less  than  when  you  took  over.' 
Let's  start  with  that,  'cause  that's  even 
worse  than  your  comparison." 

lu)nnF:s  reminded  Grace  we  weren't 
interested  in  comparisons  with  a  <|uar- 
ter-century    ago;    that's    ancient    his- 
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tory.  "Let's  take  a  more  meaningful 
comparison,  a  ten-year  one,  1962  vs. 
1971,"  we  said.  What  those  figures 
show  is  this:  sales  up  almost  250%  (to 
$2  billion -plus ) ;  but  return  on  sales 
down  from  almost  4  cents  on  the  sales 
dollar  to  about  2.5  cents.  Not  a  penny 
of  that  huge  sales  growth  came  down 
to  earnings  per  share,  which  were 
$1.97  ten  years  ago,  $1.83  last  year. 
This  year?  Maybe  $2.10  to  $2.20  a 
share,  a  small  enough  gain  for  ten 
years  of  frenetic  growth. 

Good  goalie  that  he  is,  Peter  Grace 
took  that  question  way  down  the  rink. 
His  defense  went  like  this:  Had  he  not 
pulled  Grace  out  of  shipping  and  out 
of  Latin  America,  the  company  would 
now  be  deep  in  the  red,  to  the  tune 
maybe  of  $1  a  share.  So,  you  shouldn't 
look  at  Grace's  earnings  curve  as  a  flat 
one.  Look  at  it  as  a  brilliant  piece  of 
defense,  a  nick-of-time  rescue  opera- 
tion. For  emphasis,  Peter  Grace  thumps 
the  red-felt-covered  table:  "I  am  very 
proud  of  our  list  of  divestments,  and  I 
tiy  not  to  be  proud  about  anything. 
Phrasing  it  another  way,  I  have  abso- 
lutely nothing  but  joy  and  pleasure  at 
the  list  of  divestments.  Panagra  [a 
South  American  airline  owned  jointly 
with  Pan  American,  sold  in  1967], 
the  Grace  Line,  the  bank:  We  ought 
to  have  medals  on  those!" 

As  we  said,  Peter  Grace  is  great  on 
the  defense.  A  major  success,  he 
claims,  was  his  decision  in  the  mid- 
Fifties  to  move  the  company  into 
chemicals.  President  Felix  Larkin  re- 
calls: "Peter  looked  at  du  Pout's  re- 
sults and  said,  'If  we  can  do  one- 
third  this  well  we'd  be  terrific!' "  To- 
day, 20  years  later,  W.R.  Grace  is  the 
country's  fifth-largest  chemical  com- 
pany, with  chemicals  contributing  in- 
come of  about  $35  million  on  over  $1 
billion  in  annual  revenues.  "If  we'd 
been  smart  enough,  we'd  never  have 
gone  into  it,"  Grace  likes  to  joke.  "It's 
good  we  weren't  smart  enough!" 

The  first  major  step  in  chemicals 
was  the  merger,  in  1954,  with  the 
Davison  Chemical  Co.,  a  producer  of 
petroleum  catalysts  and  agricultural 
chemicals.  Over  the  next  11  years 
Grace  acquired  23  more  chemical 
companies  for  almost  4  million  shares 
of  new  stock  issues.  In  1966  its  agchem 
division  alone  made  a  profit  of  $16.2 
million  on  sales  of  $313  million,  and 
corporate  earnings  were  up  to  $3.31 
per  share. 

Then,  disaster.  Enticed  by  the 
"feed  the  world"  concept  and  the 
chance  to  make  money,  many  big  oil 
companies  decided  that  chemical  fer- 
tilizers looked  like  a  fine  investment. 
So  they  were,  for  a  few  years.  Then 
overcapacity  left  the  fertilizer  pro- 
ducers stuck  with  millions  of  tons  of 
ammonia  and  phosphates.  At  Grace, 


the  resulting  price-cutting  showed  up 
as  an  $8-million  drop  in  fertilizer 
profits  in  1969.  That,  together  with 
setbacks  in  the  Hatco  Group  and  its 
Latin  American  and  steamship  opera- 
tions, brought  total  corporate  earnings 
down  by  $19  million  for  the  year. 

Since  then,  Chemical  Group  head 
Robert  Goodall— a  Yale  classmate  of 
Peter  Grace— has  brought  the  agchem 
division  back  up  to  a  5%  return  on  in- 
vestment by  "leaning  it  down  and  get- 
ting rid  of  some  of  the  dogs." 

The  company's  fertilizer  plants  are 
now  operating  at  or  near  capacity. 
Capital  expenditures  are  being  held 
mostly  to  maintenance.  The  major 
part  of  this  year's  $75-million  chemical 
budget  is  being  funneled  into  the  con- 
sistently profitable  industrial  chemicals 
division.  Here  the  emphasis  is  on  spe- 
cialized technologies  which  make 
Grace  dominant  in  a  particular  mar- 


Yes,  W.R.  Grace  is  in  the  spa- 
ghetfi  business  foo,  thanks  to 
last  year's  acquisition  of  Italy's 
Barilla,  the  world's  largest  pas- 
ta producer.  Barilla  is  an  im- 
portant part  of  o  Paris-based 
packaged  foods  distribution 
organization  Grace  is  trying 
to    establish    throughout    Europe. 


ket— petroleum  catalysts,  packaging 
materials,  can  and  bottle  sealants— 
rather  than  trying  to  sell  just  another 
ton  of  fertilizer. 

According  to  Goodall,  the  Chemi- 
cal Group  now  has  "a  good,  sound 
mix"  and  plans  no  new  acquisitions. 
"Our  next  move,"  he  explains,  "would 
be  to  expand  geographically."  Both 
Europe,  where  Grace  already  does 
18%  of  its  chemical  business,  and 
Austraha  are  prime  targets.  Like  all 
ultimate  decisions  at  W.R.  Grace  & 
Co.,  those  concerning  the  Chemical 
Group's  direction  revert  to  Peter  Grace 
himself.  Says  Goodall:  "In  the  early 
Sixties  Peter  decided  that  the  chemi- 
cal business  was  arriving  at  a  cor- 
porate maturity— that  is,  it  had  grown 
into  an  organization  that  had  all  the 


internal  capabilities  of  taking  care  of 
itself.  At  that  point  he  started  looking 
for  something  else  to  do." 

Having  plenty  to  do  is  important  to 
Peter  Grace.  He  prides  himself  on 
keeping  his  door  open  whenever  he  is 
not  off  on  one  of  his  many  business 
trips  in  the  W.R.  Grace  jet.  "If  there's 
one  contribution  I've  tried  to  bring  to 
this  company  during  my  27  years  as 
president,  it's  that  I'll  listen  to  any- 
body day  or  night  on  any  subject." 

But  there's  a  catch.  Just  as  a  strong 
father  can  cow  his  sons  who  do  not 
leave  home  slamming  the  door  behind 
them,  so  insiders  say  that  Peter  Grace's 
generally  acknowledged  dominance  of 
his  company  has  meant  that  "all  of 
his  top  people  are  essentially  staff 
types— majordomos,  as  distinct  from 
creative  people.  Peter  has  problems." 
This  former  Grace  executive  goes  on: 
"It's  not  that  he  doesn't  want  to  share 
his  power.  Some  people  attract  strong 
personalities  and  enjoy  the  give  and 
take.  Others  don't.  It's  too  bad,  be- 
cause Peter's  certainly  a  bright,  nice, 
intelligent  guy." 

There  are  other  problems,  too:  One 
is  Peter  Grace's  almost  obsessive  fond- 
ness for  numbers  and  detail.  "They  an- 
alyze things  to  death  at  Grace,"  a  per- 
sonal friend  and  former  employee  of 
Peter  Grace  comments.  "Almost  all  of 
the  moves  they  make  are  overdocu- 
mented.  Peter  gives  his  board  of  di- 
rectors so  much  data  they  can't  pos- 
sibly absorb  it  all.  And  they're  afraid 
to  ask  a  question  because  the  answer 
is  right  there  on  page  387." 

Not  only  does  this  reinforce  Peter 
Grace's  perhaps  unwitting  autocracy; 
it  lays  him  open  to  errors  where  past 
financial  performance  is  not  the  most 
important  guide  to  future  earnings. 
"In  other  words,"  says  a  former  Grace 
man,  "he  lacks  marketing  instinct. 
Many  times  the  figures  tell  you  that  a 
company  is  going  to  make  a  good  re- 
turn on  your  investment.  Two  years 
later  you  suddenly  have  to  inject  a 
couple  more  million  dollars  because 
your  product  is  becoming  obsolete." 

Overreliance  on  numbers  may  be 
part  of  the  problem  with  the  Hatco 
Group,  a  miniconj^lomerate  whose  op- 
erations range  from  oxo-alcohols  to 
sporting  goods  to  mattress  ticking  to 
ladies'  footwear.  Running  this  division 
is  Alex  Kaufman,  a  German-bom 
chemical  engineer  who  had  been  plant 
manager  of  what  was  then  a  vinyl  plas- 
ticizer  company  at  the  time  it  was  ac- 
quired by  Grace  in  1959.  In  1962, 
when  Hatco's  founder  and  president, 
William  Hackman,  retired  with  $12 
million  he  made  on  the  deal,  Kaufman 
was  put  in  charge.  An  eager,  intense 
man,  Kaufman  was  full  of  innovative 
ideas  for  broadening  Hatco's  base. 
Grace,  who  once  declared  that  he  "be- 
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lieved  in  moving  executives  into  iinie- 
laled  areas  of  responsibility,"  liked 
Kaufman's  concepts,  his  courage  and 
his  charts.  These  outlined  a  strategy 
of  integrating  foiAvard  away  from 
commodities  and  toward  the  consum- 
er, where  profit  margins  are  highest. 
After  getting  the  nod  from  Peter 
Grace,  Kaufman  rapidly  began  ac- 
(juiring  a  grab  bag  of  little  companies, 
pushing  sales  from  $14  million  in  1962 
to  $285  million  last  year.  For  a  while 
Kaufman's  concept  was  working  like  a 
charm:  In  1969  Hatco  contributed 
$10.3  million  to  corporate  earnings, 
offsetting  the  decline  in  agchem.  After 
that,  however,  the  theoiy  of  balance 
and  integration  began  to  backfire. 
Last  year  Hatco's  profits  were  down 


to  $4.4  million— half  of  what  they  had 
been  fi\  e  years  ago.  Bad  management? 
Well,  Peter  Grace  tries  to  head  off 
that  charge.  A  mild  winter  reduced 
income  from  the  sporting  goods  stores; 
the  W'est  Coast  dock  strike  cut  off 
Hatco's  two  sources  of  imported  foot- 
wear; John  Meyer  of  Nonvich,  a  maker 
of  women's  sportswear,  was  still  hurt- 
ing from  the  effects  of  antifashion; 
there  were  start-up  costs  for  a  new 
chemical  plant  in  Puerto  Rico.  All  of 
these  difficulties  s' ould  be  nonrecur- 
ring, but  Peter  Grace  seems  to  have 
fallen  out  of  lo\e  v.ith  Hatco's  charts 
and  projections.  "Kaufman  has  gone 
too  far  to'i  fast,"  he  says. 

Meanwhile,   there  are  problems   in 
the    consumer    pro'jucts    division,    on 


which  W.R.  Grace  is  counting  to 
boost  earnings  through  high  profit 
margins.  As  is  often  the  case  at  Grace, 
the  theoiy  reads  a  lot  better  than  the 
results.  In  ten  years  the  Consumer 
Group  has  grown  from  annual  sales  of 
$35  million  to  $712  million;  retuni  on 
capital,  however,  is  only  8.2^.  "Not 
veiT  good,"  Grace  remarks. 

Several  explanations  are  possible. 
The  one  they  offer  at  W.R.  Grace  is 
that  the  Consumer  Group  is  still  in  the 
*  developmental  stage,  but  should  soon 
show  a  marked  improvement  in  prof- 
its. The  argument  would  be  more  con- 
vincing if  some  logical  connection 
existed  between  Grace's  various  con- 
sumer ventures.  Trying  to  discern  a 
pattern  among  frozen  shrimp,  pickles. 
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say  let's  keep 
the  campaign  honest 
Mobilize  'truth  squads. 


JJ 


Stewart  S.  Cort,  Chairman 
Bethlehem  Steel  Corporation 


"Why  do  I  see  this  need?  Because  several  months  ago 
we  Uved  through  a  number  of  poUtical  primary  cam- 
paigns. And  it  ought  to  be  clear  to  all  of  us  that  there 
have  been  times  when  truthfulness  took  an  awful  beat- 
ing. And  now  we  have  a  presidential  campaign  ahead, 
during  which  we  can  clearly  see  a  lot  more  of  the  same. 

"I'm  thinking  of  the  careless  rhetoric  and  accusations 
that  are  being  thrown  around  these  days — their  main 
target  being  the  business  community. 

"Right  now,  look  at  every  candidate's  declared  political 
programs.  Analyze  every  issue.  If  j/ou  think  any  of 
them  are  faulty,  ill-founded,  or  misleading,  prepare 
your  own  answers  and  use  those  answers  to  set  the 
record  straight.  I'd  suggest  that  groups  with  a  deep 
interest  in  good  government  organize  programs  to  en- 
courage responsible,  honest,  and  truthful  campaigning. 
Mobilize  "truth  squads,"  perhaps. 

"One  thing  you  can  do  is  talk  in  advance  with  the 
communications  media  in  your  area — newspaper  pub- 
lishers, editors,  reporters,  radio  and  television  people, 
and  magazine  publishers.  Alert  them  to  the  kinds  of 
false  statements  that  are  likely  to  be  made  and  show 
them  how  and  why  those  statements  are  false  or  de- 
ceptive. Give  them  the  facts.  They're  likely  to  take 
a  highly  responsible  position  in  reporting  what  the 
politicians  say  if  they're  forewarned. 

"And  when  outrageous  accusations  are  reported  in  the 
media,  you  ought  to  refute  them  immediately.  You  can 
do  it  if  you're  properly  prepared.  Plan  to  attend  politi- 
cal functions  and  stand  up  when  spokesmen  are  off 
base.  Concerned  citizens  ought  to  do  this;  it's  nothing 
more  than  true  democracy  in  action." 


from  a  talk  "SPEAK  OUT  FOR  TRUTH"  to  the 
Rotary  Club,  Jacksonville,  Florida. 

As  an  example  of  the  careless  rhetoric  and  ac- 
cusations about  the  business  community,  Mr.  Cort 
quoted  the  following  statement  made  by  a  political 
candidate:  "The  time  has  come  for  a  tax  system 
that  says  to  big  business — you  must  pay  your  fair 
share." 

His  answer:  "That's  a  reasonable  demand,  but  it 
implies  that  we  aren't  already  paying  our  'fair 
share.'  My  own  company  has  been  tagged  with 
that  sort  of  accusation  despite  the  fact  that  over 
the  past  10  years  our  taxes  have  averaged  $37 
million  a  year  more  than  our  net  income.  Our  total 
tax  expense  was  nearly  $200  million  last  year, 
$155  miUion  in  1970,  and  more  than  $1.7  billion  for 
the  10  years  from  1962  through  1971. 

"So  please  think  twice  before  swallowing  all  this 
baloney  about  large  corporations  not  carryirig  their 
fair  share  of  the  tax  burden." 

If  you  would  like  a  copy  of  Mr.  Cort's  entire  speech 
"SPEAK  OUT  FOR  TRUTH,"  and  if  you  would  like  a 
folder  telling  how  to  go  about  activating  Truth  Squads, 
write:  Public  Affairs  Dept.,  Bethlehem  Steel  Corpora- 
tion, Bethlehetn,  PA  18016. 


trailers,  toys,  restaurants,  books  and 
chocolate  syrup— to  name  just  a  few 
of  the  division's  subsidiaries— is  frus- 
trating and  fruitless.  The  division's 
first  acquisition,  the  Dutch  chocolate 
and  cocoa  firm  of  \'an  Houten,  turned 
out  to  ha\e  an  obsolete  product  line 
and  an  inefficient  plant.  Grace  critics 
crowed  when  the  company  sold  it  for 
a  marginal  loss  after  six  years  of 
waiting  and  hoping. 

In  the  case  of  Nliller  Brewing,  there 
was  nothing  wrong  with  performance. 
In  fact,  during  the  2/2  years  it  was 
part  of  the  Grace  family,  it  contribut- 
ed $13  million  to  corporate  profits. 
A  personalit)-  clash  between  a  47% 
stockholder  and  Peter  Grace  reported- 
ly prompted  Grace's  decision  to  sell. 
Whatever  the  reason,  he  counts  about 
SI 00  million  profit  on  the  deal  and 
considers  the  \enture  a  rousing  suc- 
cess, although  Consumer  Group  head 
Thomas  Hanigan  "was  ver\'  unhappy 
about  selling,"  he  admits.  As  for  the 
latest  Consumer  Group  divestment, 
Ameilcan  Freezerships,  well,  that  does 
look  like  poor  judgment.  Purchased  in 
1968  as  a  source  for  Grace's  frozen 
seafood  operation,  it  was  a  good  idea 
that  went  wrong.  "Kodiak,  Alaska  is  a 
long  ways  away,"  says  Hanigan. 
"When  you've  got  a  problem  up  there, 
it's  a  hard  place  to  handle  it.  Even  if 
we  had  fixed  e\erything,  the  company 


didn't  really  tie  in  as  wetl  as  we 
thought  it  would  with  the  rest  of  our 
food  businesses." 

But  there  are  also  some  successes. 
Far  West  Ser\ices,  which  now  oper- 
ates 80  restaurants  across  the  country 
and  plans  to  add  some  20  more  an- 
imally,  yields  a  20?  return  on  equity. 
Together  with  a  62%-owned  restaurant 
chain  in  Europe,  Jacques  Borel  Inter- 
national, Far  West  is  receiving  the 
largest  chunk  of  this  year's  capital  budg- 
et for  consumer  goods  and  services-, 
approximateK-  33%.  Baker  &  Taylor,  a 
supplier  of  books  to  libraries,  and 
Shasta  Industries,  which  manufactures 
trailers,  are  other  fast-growing,  prof- 
itable Grace  businesses. 

Can  Grace  Do  H? 

In  terms  of  capital  inxestment,  the 
largest  portion  of  Grace's  Consumer 
Group  is  grocer)  products,  both  dr)- 
mestic  and  European.  Group  head 
Hanigan  has  no  illusions  about  over- 
taking General  Foods  or  United  Brands. 
"\Miat  we're  looking  for  o\er  here  is 
not  d\namic  growth  but  a  holding  po- 
sition that  gives  us  a  reasonable  re- 
turn," Hanigan  says.  Europe  is  anoth- 
er stop..  With  ice  cream  and  candy 
operations  in  Ireland,  salad  oil  and 
jams  in  France  and  Belgium,  soft  drink 
in  Holland,  and  ice  cream  and  pasta 
in  Italy,  Grace  not  only  has  put  togeth- 


er a  collection  of  respected  brand 
names  but  a  strong  distribution  net- 
work. The  idea  is  to  use  this  network 
to  introduce  existing  products  to  new 
markets  while  building  consumer  rec- 
ognition for  new  products. 

It's  too  early  to  judge  W.R.  Grace's 
chances  of  pulling  this  strategy  off, 
but  there  is  some  reason  to  be  opti- 
mistic. For  food  and  food  seiAice,  six- 
month,  sales  in  Europe  were  up  22% 
compared  with  a  13%  increase  at 
home.  Hanigan's  goal  is  to  achieve  a 
10%  return  on  capital  by  1975:  an 
okay  goal,  but  not  a  striking  one. 

Ha\ing  built  a  vast  company,  Peter 
Grace  will  now  be  judged  on  his  abil- 
ity to  make  it  genuineK-  profitable. 
Can  he  attract— and  live  with— the 
kind  of  executi\es  be  needs  to  get  the 
job  done?  Indications  are  that  this 
may  be  Peter  Grace's  toughest  job. 
He  as  much  as  admits  it.  "Humility," 
he  says,  "is  the  first  thing  I  look  for  in 
an  e.xecutixe.  A  humble  man  never  as- 
cribes anything  to  his  own  brilliance. 
Nob:)dy's  got  the  world  by  the  tail. 
E\en  Christ  was  crucified."  He  pauses. 
"Creative,  innovatixe,  humble  people 
are  almost  impossible  to  find."  But  n:) 
one  man  realK-  runs  a  diverse  $2-1)11- 
lion-plus  company.  The  time  has  come 
for  Peter  Grace  to  stop  pla\ing  the 
brilliant  goalie  and  settle  down  to 
being  captain  of  a  team.  ■ 


Better  Late  Than  Never 

CM  concedes  it  spent  too  much  energy  on  selling  cars,  not 
enough  on  thinking  about  the  future.  But  no  longer,  it  says. 


General  Motors'  majestic  Technical 
Center  at  \\'arren,  Mich,  is  a  show- 
piece. Designed  by  the  late  Eero 
Saarinen  around  a  22-acre  artificial 
lake,  it  was  once  listed  in  The  Satur- 
day Review  as  one  of  the  world's  most 
impressi\  e  sights  for  tourists. 

GM's  critics  see  it  in  another  light. 
They  see  it  as  a  symbol  of  GM's  fail- 
ure to  do  an\-  real  basic  thinking  about 
the  future,  about  the  effects  their 
products  are  ha\ing  on  people.  The 
critics  wondered  why  GM  did  little— 
until  pushed— on  emission  controls 
and  on  safety.  Would  a  company  tru- 
ly devoted  to  all  kinds  of  research 
have  been  taken  by  surprise  by  the 
growing  discontent  with  big  cars,  by 
the  endless  cementing  over  of  cities 
and  suburbs  and  by  the  near  disap- 
pearance of  public  transportation? 

Yes,  GM  did  come  up  with  great 
cost-cutting  ideas— for  example,  a 
way  to  recycle  scrap-steel  chips  into 
pole  shoes  on  starter  motors.  It  stayed 
on  top  of  computer  technology  and 
metallurgy.    But    it   had    to   buy   the 


rights  to  produce  the  Wankel  engine. 

At  any  rate,  GM  is  now  rushing  to 
lengthen  its  research  focus.  In  1971 
the  public  policy  committee  of  its 
board  persuaded  management  to  let 
six  top  scientists  into  the  Technical 
Center  to  see  what  was  wrong  with 
GM's  research.  They  found  plenty. 

"They  felt  we  hadn't  gone  far 
enough  in  looking  into  the  future," 
says  GM  Chairman  Richard  C.  Ger- 
stenberg.  The  scientists,  led  by  physi- 
cist Charles  H.  Towne,  professor  at 
the  Universit\  of  California  and  a 
Nobel  laureate,  rapped  GM's  knuckles 
for  diverting  researchers  from  long- 
range  projects  to,  as  Gerstenberg  says, 
"putting  out  the  fire  -that  was  im- 
mediately in  front  of  us." 

The  result:  In  February  Gerstenberg 
announced  that  GM  was  in  the  mar- 
ket for  some  750  Ph.Ds,  scientists  and 
technicians,  was  adding  roughly  half 
a  million  square  feet  to  the  Technical 
Center  over  the  next  five  years,  and 
was  going  into  long-term  research,  not 
only    in     transportation-related    fields 


but  also  in  urban  planning,  biomedi- 
cine  and  the  behavioral  sciences. 

These  changes,  Gerstenberg  con- 
cedes, "will  affect  the  figures  on  the 
bottom  line  for  a  while,  but  we  think 
we  will  be  better  equipped  to  sei-\e 
the  long-term  needs  of  the  country." 

FortunatcK  for  GM's  stockholders, 
the  cost  will  not  be  terribly  painful. 
The  company  stands  to  show  a  net 
profit  of  well  over  $2  billion  this  year. 
Research  costs  are  fully  tax-deduct- 
ible; it  would  take  huge  research  out- 
lays to  dent  GM's  earnings  by  more 
than  10  cents  or  20  cents  a  share  out 
of  earnings  of  $7.50.  But,  (ierstenber«i 
pledges,  there  will  be  no  cutting  back 
even  in  the  e\ent  of  an  economic 
downturn.  "No  sir,  these  things  are 
musts  for  the  future." 

Gerslenlx'rg  says:  "We're  numing  a 
pretty  successful  business  today.  We 
.seem  to  be  doing  most  things  right." 
True  enough,  but  GM  clearly  has 
been  doing  some  things  wrong  as 
well.  Win  else  is  its  stock— even  with 
1972  shaping  up  as  possibly  the  big- 
gest profit  \ear  in  history— selling  far 
lower  than  it  did  in  the  early  and 
mid-Sixties?  It's  at  least  possible  that 
a  new  emphasis  on  research  may  help 
the  world's  largest  Muuuifaclurer  re- 
cover .some  of  its  long  lost  glamour.  ■ 
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Wrong  Target 

Is  the  law  a  blunt  instrument? 

In  what  may  well  have  been  a  major 
milestone— and  an  ominous  one— for 
investors,  the  California  Supreme 
Court  earlier  this  summer  threw  out 
one  rate  increase  and  imperiled  an- 
other totaling  $212  million  granted  by 
the  California  Public  Utility  Commis- 
sion to  Pacific  Telephone  &  Tele- 
graph. And,  last  month,  the  U.S.  Su- 
preme Court  refused  to  stay  more 
than  briefly  the  California  court's  or- 
der. The  court  did  not  say  that  PT&T 
was  making  too  much  money.  The  im- 
plications went  deeper  than  that. 

As  a  result,  PT&T  not  only  is  hav- 
ing to  refund  between  $160  million 
and  $180  million;  it  also  found  itself 
with  a  capital  program  of  close  to  $1 
billion  a  year  that  it  could  not  finance, 
a  planned  $250-million  equity  issue  it 
had  to  cancel,  and  a  5.4%  rate  of  re- 
turn vs.  a  cost  of  nearly  6%  on  its  exist- 
ing long-term  debt.  And  it  halted  all 
hiring,  cut  maintenance  and  overtime. 

If  PT&T  wasn't  accused  of  making 
too  much  money,  why  then  was  it  de- 
nied the  increase?  Behind  the  hassle 
lies  a  long  struggle  by  consumer 
groups  and  municipalities  against  the 
company  and  the  PUC,  with  the  os- 
tensible objective  of  forcing  the  PUC 
to  follow  its  rate-making  procedures 
meticulously.  But  one  of  the  major  is- 
sues has  ramifications  far  beyond  Cal- 
ifornia—the relationship  between 
AT&T  and  its  Western  Electric  man- 
ufacturing subsidiary. 

The  California  court  ruled  that  since 
PT&T  was  90%-owned  and  Western 
Electric  100%-owned  by  AT&T,  West- 
ern Electric  should  not  make  a  high- 
er return  on  phone  equipment  sales  to 
PT&T  than  PT&T  itself  was  allowed. 
PT&T  contended  that  its  legitimate 
cost  was  whatever  it  must  pay  Western 
for  equipment— provided  it  was  the 
lowest-priced  and  most  economical. 

"No  one,  not  even  the  court,"  says 
Jerome  W.  Hull,  PT&T's  president, 
"has  suggested  that  we  purchase  from 
anyone  other  than  Western,  since  we 
can't  get ^ what  we  need  from  anyone 
else  more  cheaply.  So,  the  dollars  we 
spend  with  Western  are  prudently 
spent.  And  yet,  the  total  of  those  dol- 
lars, by  order  of  the  court,  is  not  to  be 
considered  in  the  fixing  of  our  rates." 

Claiming  its  ability  to  serve  the 
public  was  in  danger,  PT&T  has  since 
sought  an*  emergency  $198-million 
rate  hike.  It  got  $124  million,  enough 
to  relax  the  hiring  ban  a  bit.  But  Cali- 
fornia's ardent  conservationists  may 
yet  find  they  are  killing  the  goose  that 
produces,  not  golden  eggs,  but  the 
world's  best  telephone  service.  ■ 
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What  can  your  banker  tell  you  about 
Indonesia's  potential  to  be  one  of 
the  wealthiest  countries  in  Asia? 


Can  he  tell  you  about  the  large  deposits  of  Iron 
ore,  copper,  manganese  and  nickel  that  are  still 
untapped?  Can  he  tell  you  how  these  mineral  re- 
sources will  aid  the  industrial  development?  How 
the  petroleum  reserves  will  influence  inter- 
national investments?  Can  he  tell  you  about  the 
effects  of  the  green  revolution? 

AChaseman  can. 

Can  your  banker  tell  you  how  regional  indus- 
trial and  trade  integration  will  affect  Indonesia? 
The  integration  of  the  financial  markets?  Can  he 
anticipate  the  effects  of  the  challenge  of  Japan? 

AChaseman  can. 

Chase  Manhattan's  huge  worldwide  network 
of  branches,  associated  banks  and  representative 
offices  reacts  quickly  to  unexpected  political  and 
economic  events.  Our  special  analysts  often  an- 
ticipate these  changes.  They  understand  what 
consequences  these  events  can  have  on  your  in- 


ternational business.  They  carefully  evaluate  al- 
ternative coursed  of  action  for  you  to  follow.  And 
our  sophisticated  communications  network  loses 
little  time  executing  your  decisions. 

When  you  want  to  do  business  on  a  multina- 
tional scale  in  the  Far  East— or  anywhere  else  in 
the  world  — first  speak  to  Chase. 

Chase  Network  Pacific: 
Offices  in:  GUAM,  HONG  KONG,   INDIA,  INDO- 
NESIA, JAPAN,  KOREA,  MALAYSIA,  SINGAPORE, 
TAIWAN,  THAILAND,  VIETNAM.  Affiliated  Corpo- 
rations: AUSTRALIA,  Chase-N.B.A.  Group  Ltd.; 
NEW  ZEALAND,  Chase-N.B.A.  New  Zealand 
Group  Limited. 

You  have  a  friend  at  ^^. 

THE  CHASE  MANHATTAN  BANK  I  ■ 

1  Chase  Manhattan  Plaza,  New  York,  NY.  10015/Member  F.D.I.C.     ^^^ 
CHASE  MANHATTAN  INTERNATIONAL  BANKING  CORPORATION 
800  Wilshire  Boulevard,  Los  Angeles,  California  90017 
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"There  Is  No  Joy. . 


99 


Oh,  somewhere  in  this  favored  land  the  sun  is  shining  bright; 
The  band  is  playing  somewhere,  and  somewhere  hearts  are  light. 
And  somewhere  men  are  laughing  and  somewhere  children  shout. 
But   there    is   no   joy   in   Mudville,   mighty   Casey   has   struck   out. 


The  stock  market  buoyantly 
probed  the  upper  900s  on  the  Dow 
Jones  industrials  last  month,  and 
the  daily  new-highs  list  swelled  to 
100  and  more  names.  But  a  good 
many  Caseys  were  still  striking  out. 
There  was  little  joy  in  the  rising 
market  for  holders  of  the  stocks 
listed  below,  many  of  them  blue 


chips,  all  of  them  representing 
ownership  of  substantial  U.S.  cor- 
porations. The  DJI  was  up  more 
than  50%  from  its  mid- 1970  lows, 
but  these  stocks  were  back  to— or 
had  remained  at— the  dismal  bot- 
tom. One  more  sign  of  what  must 
be  one  of  the  most  schizophrenic 
stock  markets  in  history.   ■ 


Price/ 
Earnings 

Marl(et  Value 

Recent 

1970-72 

First  Half  Results 

5-year  Peak 

Earnings 

Latest 

i  Indicated 

Company 

(millions) 

Price 

Price  Range 

1971 

1972 

Year 

Amount 

12  Months 

Ratio 

Dividend 

Alexander's 

$       58 

1274 

313/8-121/4 

$1.06t 

$0.45t 

1970 

$1.47 

$0.76 

16 

$0.30 

American  Smelting  &  Ref. 

499 

185/8 

361/8-163/8 

1.21 

0.93 

1969 

3.42 

1.44 

13 

1.20 

American  Standard 

166 

125/8 

375/8-11 

0.43 

0.50 

1969 

1.90 

0.31 

41 

0.40 

American  Tel  &  Tel 

23,758 

431/4 

53%-403/8 

4.03t 

3.92* 

1969 

4.00 

3.92 

11 

2.80 

Ampex 

71 

SVz 

481/2-  61/8 

— 

— 

1968 

1.35 

d8.24 

— 

none 

Boise  Cascade 

401 

12% 

73%-10 

0.14 

0.12 

1969 

2.35 

dl.22 

— 

none 

Burlington  Industries 

915 

341/2 

493/4-271/4 

1.36t 

1.36t 

1968 

3.12 

1.52 

23 

1.40 

Celanese 

532 

38% 

793/4-381/4 

1.99 

1.36 

1969 

5.41 

3.38 

11 

2.00 

Chemical  N  Y 

667 

48% 

703/8-451/2 

2.52 

2.39 

1971 

5.22 

5.09 

10 

2.88 

Chesapeake  &  Ohio 

401 

461/8 

70     -395/8 

3.25 

3.09 

1968 

6.21 

3.09 

15 

3.00 

Cincinnati  Milacron 

116 

323/8 

483/4-29 

0.24 

d0.07 

1967 

4.54 

0.01 

— 

1.40 

Cluett,  Peabody 

151 

173/8 

313/8-141/4 

0.37 

0.54 

1968 

2.06 

1.32 

13 

0.90 

Cook  United 

72 

153/4 

433/4-133/8 

0.49 

0.44 

1969 

2.62 

1.86 

8 

0.50 

Dean  Witter 

77 

185/8 

32     -171/8 

2.40t 

2.36t 

1971 

2.87 

2.83 

7 

0.40 

Dillingham 

128 

101/4 

26%-  8% 

0.19 

0.21 

1969 

1.15 

0.20 

51 

0.40 

Dreyfus 

46 

171/8 

33%-13 

1.05 

1.03 

1971 

2.10 

2.08 

8 

1.00 

Farah  Mfg 

70 

iiy4 

491/4-10% 

0.60 

dO.45 

1970 

1.52 

0.02 

— 

0.46 

Florida  Pwr  &  Lt 

951 

29 

381/8-271/8 

2.11* 

2.73t 

1971 

2.56 

2.73 

11 

1.10 

General  Development 

188 

185/8 

345/8-14 

0.93 

0.91 

1971 

1.99 

1.97 

9 

stock 

Grand  Union 

95 

14% 

33     -143/4 

0.60* 

0.38* 

1971 

2.42 

1.94 

8 

0.80 

Grolier 

103 

171/2 

35     -161/8 

0.93 

0.99 

1970 

2.41 

2.00 

9 

0.90 

Grumman 

84 

121/4 

261/2-111/8 

1.35 

0.84 

1969 

3.06 

d2.07 

— 

none 

Gulf  Oil 

4,983 

24 

34     -213/4 

1.42 

1.18 

1968 

3.02 

2.52 

10 

1.50 

Hammermill  Paper 

102 

16 

271/4-143/4 

0.41 

0.30 

1969 

2.36 

0.34 

47 

0.50 

Illinois  Power 

428 

295/8 

44  3/4 -281/4 

1.52 

1.51 

1970 

2.89 

2.47 

12 

2.20 

Jim  Walter 

367 

"273/4 

461/4-203/4 

1.23t 

1.64t 

1971 

1.88 

2.29 

12 

0.52 

Joy  Mfg 

208 

401/8 

723/8-33 

2.31t 

2.30t 

1971 

3.26 

3.25 

12 

1.40 

Kayser-Roth 

104 

17 

321/8-15% 

1.76t 

1.87t 

1969 

2.81 

2.08 

8 

0.60 

Kennecott  Copper 

725 

2178 

56     -193/4 

2.08 

1.23 

1970 

5.58 

1.78 

12 

1.00 

Litton  Inds 

924 

123/« 

351/4-101/4 

0.91t 

dO.45 

1967 

2.42 

d0.09 

— 

stock 

Louisville  Gas  &  Elec 

222 

30 

40%-28i/4 

1.44 

1.30 

1971 

2.65 

2.51 

12 

1.74 

Mattel 

239 

143/4 

521/4-143/4 

0.23* 

0.24* 

1970 

1.11 

dl.65 

— 

0.10 

McGraw-Hill 

359 

151/4 

29     -101/4 

0.14 

0.16 

1967 

1.15 

0.81 

19 

0.60 

Memorex 

80 

201/2 

1663/4-175/8 

dO.98 

0.09 

1969 

1.85 

d2.36 

— 

none 

Merrill  Lynch 

973 

303/8 

46    -28 

1.49 

1.31 

1971 

2.47 

2.29 

13 

0.56 

G  C  Murphy 

82 

20% 

363/4-19% 

0.63 

0.58 

1971 

2.10 

2.05 

10 

1.20 

National  Tea 

82 

10% 

143/4-105/8 

0.24* 

0.00* 

1971 

1.18 

0.94 

12 

0.80 

North'n  Indiana  Pub  Svc 

419 

221/8 

323/8-213/4 

1.13 

1.15 

1970 

2.12 

2.12 

10 

1.32 

Owens-Illinois 

727 

471/8 

661/4-38 

1.84 

1.94 

1969 

4.07 

3.72 

13 

1.40 

Penn  Central 

84 

31/2 

34%-  3 

Def. 

Def. 

1967 

3.08 

Def. 

— 

none 

Pillsbury 

235 

453/8 

691/4-38 





1970 

3.71 

3.12 

15 

1.44 

Reynolds  Securities 

65 

181/8 

31     -I6I/2 

1.67 

1.29 

1971 

2.64 

2.26 

8 

0.50 

Rochester  Gas  &  Elec 

145 

201/4 

27%-19% 

1.16 

1.18 

1969 

2.31 

2.04 

10 

1.20** 

Saxon  Inds 

97 

12% 

415/8-11 

0.51 

0.53 

1970 

1.48 

0.22 

59 

none 

Scott  Paper 

480 

13% 

35     -131/8 

0.58 

0.53 

1969 

1.72 

0.71 

20 

0.50 

Sun  Oil* 

1,315 

401/8 

55     -345/8 

1.68 

1.53 

1968 

3.93 

3.27 

12 

1.00 

Twentieth  Cent-Fox 

85 

9% 

201/2-  6 

0.32* 

0.24* 

1967 

2.44 

0.64 

15 

none 

Unishops 

56 

93/4 

46%-  91/4 

1.551: 

0.91t 

1970 

1.64 

0.91 

11 

0.40 

U  S  Steel 

1,578 

291/8 

391/2-25 

2.39 

1.32 

1968 

4.69 

1.78 

16 

1.60 

University  Computing 

119 

14% 

993/8-123/4 

0.24 

0.25 

1969 

2.50 

0.36 

41 

none 

d-Deficit.  Def. -Deficit,  '-Three  months  results,  t 

—Nine  months 

results.  ^—Twelve 

months  results. 

♦•-Plus  stock. 
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Why  we're  making 
better  design 
a  major  priority. 


By  the  I980's,  the  consumer  electronic  business  has  the 
potential  of  being  a  15  billion  dollar  business  with  honne 
video  recording,  honne  information  centers,  and  related 
advances  in  communications  technology. 

And  it's  part  of  RCA's  long-range  design  for  growth  and 
profit  to  be  a  leader  in  that  business. 

Which  is  why  we've  just  opened  a  new.  $2  million  Design 
Center  at  the  headquarters  of  our  Consumer  Electronics 
operation.  Because  we  believe  that  in  order  to  benefit 
from  the  growth  potential  in  consumer  electronics, 
everything  we  produce  tomorrow  must  work  better 
look  better  and  serve  people  better  than  the  best  that  is 
produced  today 

At  the  Design  Center  dedication,  RCA  chairman  Robert 
Sarnoff  said,  American  industry,  with  its  vast  wealth  of 
talent  and  resources,  has  a  cultural  as  well  as  a  social 
obligation'.' And  we  believe  that  you— and  all  of  us— 
should  have  products  in  the  future  that  will  be  superior 
in  form  and  function  to  any  that  are  produced  throughout 
the  world. 

At  RCA,  we're  concentrating  on  many  areas  of  oppor- 
tunity. Like  consumer  electronics,  consumer  services, 
entertainment  and,  of  course,  communications  tech- 
'nology  Areas  in  which  RCA  has  an  active  role  today  and 
will  seek  an  even  greater  role  tomorrow. 


RCil 


Santa  Fe  serves  the  nation  with 
a  complete  transportation  system 

Santa  Fe  can  do  a  transportation  job  in  many  ways — by 
rail,  truck,  air  and  pipeline. 

Our  rail  service  covers  13,000  miles,  reaching  from 
the  Great  Lakes  to  the  Pacific  and  Gulf  Coasts,  with 
run-through  freight  trains  over  connecting  railroads 
providing  fast,  direct  freight  service  coast-to-coast! 

Our  modern  fleet  of  70,000  cars,  3,800  piggy-back 
trailers  and  containers  move  nationwide  carrying  foods, 
manufactured  goods,  grains  and  many  types  of  raw  material. 

Santa  Fe's  truck  operations  covers  17,000  route-miles  in 
the  Midwest,  West  and  Southwest  to  expedite  truck, 
piggy-back  and  container  service. 

By  air,  we  forward  freight  throughout  the  United  States 
and  major  international  points  via  Santa  Fe  Air  Freight 
Company. 

Pipelines  are  a  growing  part  of  Santa  Fe's  transportation 
system,  too.  Gulf  Central  Pipeline  moves  anhydrous 
ammonia  fertilizer  from  Louisiana  through  an  1,800  mile 
network  to  mid-U.S.A.  farmlands.  Chaparral  Pipeline 
transports  natural  gas  liquids  across  Texas  and  other 
petroleum  pipelines  serve  Amarillo-Clovis  and  Los  Angeles- 
San  Diego. 

To  keep  our  transportation  system  up-to-date 
Santa  Fe  spends  over  $100  million  per  year,  one  billion  in 
the  last  10  years;  two  billion  since  World  War  IL 

In  addition  to  transportation  services,  we  also  offer 
the  products  of  oil  development,  lumber,  mining  and 
plant  site  and  real  estate  development  on  48,000  available 
acres  of  Santa  Fe  land,  as  well  as  hundreds  of  private  sites 
at  other  locations  we  serve. 

Count  on  Santa  Fe  for  swift  and  dependable  service 
in  all  these  ways! 


ALVUAVS  OI>J  THE  A/fOVE 
TOWARO  A  BETTER  VWAV 


Santa  Fe 
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//  You're  a  Businessman,  This  Ciiart 

-   if^ay  Be  ttie  Shape  of  Your  Future 


It  shows  how  the  birthrate  in  the  U.  S.  has  been  declining 
until  it's  now  below  the  rate  of  replacement  This  will 

have  tremendous  economic,  social 
and  political  repercussions. 


—  2 


I  I  I  I  NOTE:  Prior  to  1917  data  available  only  for  white  population;  after  1917,  for  total  population  I  I  I 


A  DECADE  AGO  Gcrbcr  Products  sold 
as  high  as  32  times  earnings,  and  even 
last  year  was  at  22  times  earnings.  It 
was  a  growth  stock.  Today  in  a  rising 
market  it  sells  for  barely  14  times 
probable  1972  earnings.  It  has  fallen 
from  grace. 

Why?  The  chart  gives  the  answer. 
Gerber  has  chiefly  to  do  with  babies, 
and  things  to  do  with  babies  no  long- 
er titillate  The  Street.  The  Baby  Boom 
has  turned  into  a  Baby  Bust. 

It  all  happened  so  suddenly.  The 
alarmists  were  still  crying  about  the 
population  explosion  when  it  was  al- 
ready turning  into  an  echo.  In  the 
early  Sixties,  there  were  around  116 
births  per  year  for  every  1,000  Ameri- 
can women  of  childbearing  age.  At 
that  time,  in  her  lifetime,  the  average 
woman  would  have  3.6  children, 
enougb  to  replace  her  and  her  hus- 
band and  enough  left  over  to  put  a 
big  bang  into  the  population  explo- 
sion. By  the  first  four  months  of  1972, 
the  birthrate  had  dropped  to  the  point 
where  the  average  woman  would 
have  only  2.1  children  in  her  child- 
bearing  span.  At  the  new  figure,  she 
and  her  husband  would  not  quite  be 
reproducing  themselves,  for  a  certain 
number  of  children  will  die  before 
maturity  or  will  never  many. 

No,    zero   population    growth    isn't 


here  yet.  It  won't  be  for  a  long  time. 
The  U.S.  is  still  a  young  nation,  and 
while  the  birthrate  is  low,  so  is  the 
death  rate.  But  as  the  proportion  of 
children  declines  and  today's  young 
become  tomorrow's  old,  the  death 
rate  will  rise.  It  will  take  roughly  70 
years  at  current  rates  for  the  two  lines 
to  cross  and  for  the  population  to  level 
off.  In  the  meantime,  the  important 
thing  is  this:  The  rate  of  population 
growth  will  get  smaller  and  smaller. 

There  are  those  who  think  the 
birthrate  will  rise  again,  but  the  trend 
of  history  is  against  them.  Ironing  out 
temporary  squiggles  like  that  after 
World  War  II,  the  U.S.  birthrate  has 
trended  down  since  around  1800. 

Changing  AtUfude 

Along  with  changes  in  life  styles, 
there  have  been  changes  in  attitudes 
towards  family  size.  In  1967  a  Gallup 
Poll  showed  40%  wanted  four  or  more 
children  and  in  1971  this  figure 
dropped  to  23%.  Another  survey  re- 
vealed that  80%  felt  there  was  nothing 
wrong  with  childless  marriages. 

What  are  the  business  and  political 
implications?  Are  they  worrisome? 
Alfred  Sauvy,  the  distinguished 
French  demographer,  thinks  so.  In  his 
book.  General  Theory  of  Population, 
he  argues  that  France's  social,  cultural 


and  economic  ills  are  the  direct  result 
of  the  fact  that  its  population  has  re- 
mained virtually  stable  for  more  than 
a  century.  A  growing  population  is  a 
stimulus  to  society,  he  says;  a  nation 
with  a  stagnant  population  eventually 
will  stagnate. 

On  the  other  hand,  look  at  Japan. 
"The  Japanese  miracle"  in  part  is  a 
result  of  the  government's  drive  to  cut 
the  birthrate  shaiply  by  encouraging 
abortions.  Had  it  not  done  so,  the  re- 
sult might  have  been  catastrophic.  Al- 
ready suffocatingly  crowded,  Japan 
might  have  become  unlivable. 

After  studying  the  problem,  the 
President's  Commission  on  Population 
Growth  and  the  American  Future 
concluded:  "Wo  have  looked  for,  and 
have  not  found,  any  convincing  eco- 
nomic argument  for  continuing  na- 
tional population  growth.  The  health 
of  the  economy  does  not  depend  on  it. 
The  vitality  of  business  does  not  de- 
pend on  it.  The  welfare  of  the  average 
person  certainly  does  not  depend  on  it. 

"In  fact,  the  average  person  will  be 
markedly  better  off  in  terms  of  tradi- 
tional economic  values  if  population 
growth  follows  the  two-child  projec- 
tion rather  than  the  three-child  one. 
Slower  growth  will  give  us  an  older 
population  and  this  trend  will  require 
adjustments.  .  .  ."  However,  these  ad- 
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Facts  for  your  portfolio  on 


FERRO 


L. 


Ferro  Sets  First  Half 
Sales  and  IVofit  Records 

•  Ferro  Corporation  consolidated  sales  were 
23%  above  the  first  half  of  1971. 

•  Net  income  for  the  first  half  of  1972  was  73% 
higher  than  the  same  period  last  year. 

CONSOLIDATED  RESULTS  _^|f  5^1°"^^^ 

Ended  June  30 

(Thousands  of  dollars)  1972  1971 

•  Net  Sales $99,481  $80,728 

•  Income  Before  Taxes 10,597  6,421 

•  Income  Taxes 4,588  2,941 

•  Net  Income 6,009  3,480 

•  Earnings  per  share  based  on 

average  shares  outstanding  $1.52  SO. 96 

•  Ferro,  a  multinational  producer  of  specialty  materials  for  the  plastics  and 
ceramics  industries,  last  year  achieved  record  sales  of  $167.5  million,  record 
earnings  of  $2.18  per  share. 

Write  for  our  latest  financial  data:        ^"^^  __^  __^  ^-..^ 

Dept.  F-901.  One  Erieview  Plaza,         f^J\    F  t.  R  R  fJ 
Cleveland,  Ohio  44114.  V  T  )      '     JTZ''         "  J^Ti 


THE  SOUTHLAND  CORPORATION 

Common  stock  is  now  traded  on  the 

New  York  Stock  Exchange 

The  symbol  is 


SLC 


Jt 


The  Southland  Corporation  is  the  largest  operator  and 
franchisor  of  convenience  food  stores  in  the  United  States, 
principally  under  the  name  7-Eleven;  operates  stores  in 
Canada  and  Mexico;  and  has  a  joint  interest  in  over  1000 
stores  in  the  United  Kingdom.  It  operates  Gristede's  and 
Charles  &  Co.  stores,  and  Barricini  and  Loft  candy  com- 
panies. It  is  a  major  processor  and  distributor  of  dairy 
products  in  26  states,  and  the  District  of  Columbia,  and  has 
chemical,  ice,  and  fleet  leasing  operations. 


CO 


THE  SOUTHLAND  CORPORATION 

DALLAS,  TEXAS 


justments  are  "well  within  the  ability 
of  the  nation  to  provide." 

Perhaps  that  last  sentence  is  the 
key;  perhaps  whether  a  nation  profits 
from  slow  population  growth  or  gets 
into  trouble  depends  on  whether  the 
people  can  make  the  necessary  ad- 
justments. In  this  connection,  one  has 
to  consider  the  differences  in  the 
French  and  the  Japanese  characters. 
The  French  are  a  highly  indi\  idual- 
isiic  people,  almost  an  anarchistic 
one;  they  are  constantly  in  conflict 
with  each  other  and  have  been  for 
hundreds  of  years.  In  contrast,  the 
Japanese  are  a  well-disciplined  peo- 
ple with  an  extremely  strong  social 
sense.  In  Japan,  capital,  labor,  the 
banks  and  the  govemment  all  work 
together  as  one. 

^^'hat  about  the  American  charac- 
ter? One  can  only  speculate  about  it. 
In  explaining  the  sharp  decline  in  the 
birthrate,  some  experts  point  out  that 
women  coming  of  child-bearing  a<ze 
today  were  born  in  "the  era  of  Spock." 
They  were  reared  "permissi\ely." 
Their  parents  indulged  their  every 
wish  and  they  grew  up  not  with  the 
Puritan  ethic  but  as  hedonists.  Thev 
don't  want  the  expense  and  trouble 
of  bringing  up  a  large  family  if  that 
means  sacrificing  anything  for  them- 
selves, whether  a  swimming  pool  or 
a  holidax  in  Europe. 

On   fhe  Other  Hand 

A  people  who  have  rejected  the 
Puritan  ethic  for  hedonism  don't  seem 
like  the  stuff  on  which  a  nation  can 
thrive  econoinicalK .  However,  other 
experts  point  out  that  another  reason 
for  the  decline  in  the  birthrate  is  th  !t 
more  and  more  women  are  entering 
the  labor  iorce,  stayina:  longer  an  ' 
marrying  later.  It's  a  truism  among 
demographers  that  "the  later  the  le.ss." 
In  addition,  more  and  more  women 
are  career-minaed;  ihey  go  back  into 
the  labor  force  as  soon  as  their  chil- 
dren are  ready  for  school.  That  hardh 
makes  them  seem  like  hedonists.  Or 
does  il'r* 

All  that  is  a  matter  for  speculation. 
Meanwhile,  this  much  is  certain:  A 
nation  in  which  the  average  family 
has  two  children  will  have  a  higher 
per-capita  income  than  one  in  whi("h 
the  a\erage  family  has  three.  It's  a 
matter  of  simple  arithmetic:  If  the 
family  has  an  income  of  $]0,()()()  a 
year,  three  children  will  mean  a  prr- 
capita  income  of  ■$2,000;  two  chil- 
dren, .$2,500. 

This  means  that  in  the  years  to 
come  an  increasing  number  of  Amer- 
icans will  have  more  disposahlc  in- 
come, for  travel,  for  entertainment, 
for  a  house  at  the  beach,  for  a  motor- 
boat.  People  won't  eat  more,  but  the\' 
will     eat     more     convenience     ioods. 
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more  gourmet  foods,  o?i  which  the 
profit  margins  are  higher. 

In  a  study  entitled  The  Demography 
of  the  1970s:  The  Birth  Dearth  and 
What  It  Means,  Ben  J.  Wattenberg,  a 
leading  writer  on  population  trends,' 
cites  figures  to  show  that  in  1985 
Americans  will  be  spending  79%  more 
on  food,  drink  and  tobacco  than  in 
1968  in  terms  of  1968  dollars;  95% 
more  on  clothing  and  clothing  mate- 
rials; 107%  more  on  transportation; 
110%  more  on  household  operation 
and  furnishings;  149%  more  on  rec- 
reation, education  and  the  like;  172% 
more  on  housing;  185%  more  on  per- 
sonal and  medical  care. 

Meanwhile,  certain  developments 
already  are  taking  place:  The  work 
force  is  growing  larger,  both  in  num- 
bers and  in  percentage  of  the  popula- 
tion. This  is  one  reason  (though  not 
the  only  reason)  for  the  persistence 
of  unemployment  despite  the  upturn 
in  business.  The  problem  will  get  in- 
creasingly acute.  The  economy  will 
have  to  run  faster  and  faster  just  to 
stand  still. 

At  any  rate,  the  economic  conse- 
quences are  already  visible.  Accord- 
ing to  Susanne  Stoiber,  assistant  to 
the  executive  director  of  the  Commit- 
tee for  National  Health  Insurance,  the 
nation's  maternity  wards  are  running 
at  only  40%  of  capacity,  even  though 
other  hospital  wards  are  overcrowd- 
ed. This  obviously  is  a  terrible  waste 
of  money  and  space.  The  committee's 
solution:  for  the  hospitals  in  each 
community  or  region  to  get  together 
and  work  out  a  rational  plan,  under 
which  some  will  take  on  the  maternity 
load  of  the  others,  while  the  others  use 
the  wards  thus  emptied  to  relieve  the 
overcrowding.  " 

What  Classroom  Shortage? 

There  has  been  a  sharp  drop  also  in 
the  school  population.  Only  a  few 
years  ago,  as  recently  as  the  middle 
Sixties,  there  was  a  severe  shortage 
of  classrooms  in  the  U.S.  and  a  severe 
shortage  of  teachers.  Every  suburb 
was  under  pressure  to  build  more 
schools  and  hire  more  teachers.  In  al- 
most every  suburb,  the  most  bitterly 
fought  political  issue  was  whether  to 
raise  school  taxes,  whether  to  float 
another  series  of  bonds  to  build  an- 
other school.  Except  in  a  few  com- 
munities,  this  issue  has  disappeared. 

The  school  population,  says  Dr. 
Sidney  P.  Marland  Jr.,  U.S.  Commis- 
sioner of  Education,  "peaked  some- 
where in  1970  at  51.4  million,  and  in 
the  ensuing  two  years  we  have  begun 
to  drop  in  total  elementary  and  sec- 
ondar\  education  to  a  number  now 
about  50.4  million,  or  down  about  1 
million  children  from  the  peak  of 
1970.  Most  of  the  reduction  occurred 


I 


Pensacola,  Florida,  and  Westing- 
jse  hit  it  off  from  the  very  beginning. 
Pensacola  had  a  strong  labor  force  and 
Westinghouse  had  jobs.  By  coordinating  a  training  program 
with  a  local  junior  college,  Westinghouse  acquired  and  trained 
virtually  all  of  its  workers  from  Northwest  Florida.  And  West- 
inghouse has  just  announced  expansion  of  its  Pensacola  fa- 
cility. For  information  on  why  you'll  love  Pensacola, 
contact  Pensacola-Escambia  Industrial  Board,  P.O.  Box 
787  Pensacola,  Florida  32502.  Phone  904/433-4621 
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FRANKLIN  MINT  CORPORATION, 

THE  WORLD'S  LARGEST 

PRIVATE  MINTING  ORGANIZATION, 

IS  NOW  LISTED  ON  THE 

NEW  YORK  STOCK  EXCHANGE, 

TRADING  symbol:  FM 


For  a  copy  of  our  latest  annual  and  interim  report,  write: 
FM  Financial  Reports,  Box  1972,  Franklin  Center,  Pa.  19063. 
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When  you  deal  in  basic  need! 


Eat,  Clean,  Compute,  Lease 
Ride,  Feed,  Finance,  Cure 
Design,  Rent,  Insure,  Expedite 
Service,  Ship,  Manage,  Move. 


We've  concentrated  on  the  basics. 
The  products  and  services  consumers 
and  business  need.  Because  we 
believe  that  dealing  in  essentials  is 
a  good  way  to  grow. 


As  America's  33rd  largest  company, 
our  growth  record  supports  our 
belief  in  basics. 


KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 


TRANSPORTATION 

Greyhound  lines 

Greyhound  Lines  of  Canada 

Greyhound  Von  lines 

Texas,  New  Mexico  &  Oklahoma  Coaches 

American  Sightseeing  Tours 

loyal  Travel  Service 

Motor  Coach  Industries 


Atlanta  Airport  Transportation 
Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Florida  Parlor  Car  Tours 
Red  Top  Sedan  Service 
Royal  Glacit'T  Tours 


Gray  line  of  New  York 
Gray  line  of  San  Francisco 
Greyhound  Airport  Service 
Greyhound  Highway  Tours 
Korea  Greyhound 
Trade  Wind  Transportation 
Wolters  Transit 


LEASING-FINANCING-COMPUTERS 

Greyhound  leasing  &  Fmoncial 

Greyhound  Computer 

GROCERY  pr^ODUCTS  AND  PHARMACEl 

Armour-Dial 

Armour  Phormaceutical 


fourre  ahirays  needed. 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


OD  SERVICE 

SERVICES 

FOOD 

eyhound  Food  Management 

Aircraft  Service  International 

Greyhound  Rent-A-Cor 

Armour  Foods 

5t  Houses 

Border  Brokers 

Manncraft  Exhibitors  Service 

Armour  le  Grys 

)phet  Foods 

Consultants  &  Designers 

Travelers  Express 

KIcrer  of  Kentucky 

.toura 

Dispotch  Services 
Freeport  Flight  Service 
Florida  Export  Group 
General  Fire  and  Casualty 

Pfoelzer  Bros. 

in  the  elementary  schools.  At  the  mo- 
ment, the  secondary  schools— we'll  call 
them  for  the  ptirposes  of  statistics 
grades  nine  through  12— are  stable. 
Somewhere  between  1972  and  1975 
we'll  begin  to  see  a  decline  in  the  sec- 
ondary .schools,  reflecting  the  present 
decline  in  elementary  schools.  By  1980 
we'll  be  down  a  million  and  a  half." 

In  the  Sixties  there  was  a  .shortage 
of  teachers;  salaries,  obeying  the  law 
of  supply  and  demand,  soared.  At  the 
same  time,  students  poured  into  the 
schools  of  education.  This  was  partly 
l)ecause  teachers'  salaries  had  become 
attractive  and  partly  because  the 
shortage  caused  many  draft  boards  to 
exempt  teachers.  Now  there  is  a  teach- 
er glut.  The  National  Education  As- 
sociation estimates  that  more  than 
130,000  of  the  nation's  over  3  million 
teachers  are  unemployed.  "This  will 
be  a  continuing  situation,"  Dr.  Mar- 
land  says.  "Thousands  of  teachers  in 
the  U.S.  will  just  have  to  go  into  other 
professions." 

Thousands  have  already  been 
forced  into  driving  cabs,  waiting  on 
tables,  working  behind  store  counters, 
becoming  an  intellectual  proletariat, 
with  what  social  and  political  con- 
sequences one  can  only  guess  at. 

The  drop  in  the  birthrate  has  al- 
ready created  what  Dr.  Michael 
Sumichra.st,  chief  economist  of  the  Na- 
tional As.sociation  of  Homebuilders, 
calls  a  revolution  in  homebuilding— a 
switch  from  detached  houses  to  con- 
dominiums. Dr.  Sumichrast  says:  "It 
started  overnight— two  years  ago,  a 
year  and  a  half  ago.  Take  Washing- 
ton. A  year  and  a  half  ago  there  was 
just  one  project  in  Washington.  To- 
day there  are  nearly  50.  It's  that  kind 
of  fantastic  change.  And  it's  happen- 
ing not  only  in  Washington,  but  in 
just  about  every  other  city. 

"These  are  people  who  have  no 
kids.  My  wife  is  doing  a  study  of  one 


Zero  population  growth  isn't  here 
yet,  but  the  baby  boom  is  definite- 
ly over.  Who  will  be  helped?  Who 
hurt?  Below  Forbes  makes  some 
general  judgments  on  the  probable 
long-range  effects  of  the  Baby  Bust. 

Frobably  Helped 

Indus-tries  beriefiting  from  dispos- 
able income.  For  example:  travel; 
autos;  jewelry,  watches;  photogra- 
phy; restaurants;  vacation  homes. 

Service  indusirk-s.  Those  replac- 
ing things  the  housewife  used  to  do 
liersell,  especially.  For  example: 
convenience  foods,  childcare,  spe- 
cialized housework  chores. 

Advertising,   liig  shifts  in   pack- 


project.  I  looked  at  it.  In  this  project, 
about  70%  have  no  children.  And  only 
5%  have  more  than  three." 

According  to  Dr.  Sumichrast,  the 
average  condominium  apartment  has 
roughly  half  the  floor  space  of  the 
average  house.  In  Washington,  he 
says,  "a  typical  house  has  2,500  square 
feet.  These  condominium  apartments 
start  from  900  and  go  to  1,200." 

Naturally,  he  says,  they  .sell  for 
about  half  the  price.  This  gives  the 
condominium  owners  more  expend-' 
able  income  for  things  like  travel, 
boating,  skiing.  And  second  homes.  "It's 
amazing,  the  growth  of  the  second- 
home  market,"  Dr.  Sumichrast  says. 

The  growth  of  the  condominiums 
also  is  bound  to  have  an  effect  on  the 
home  furnishings  industry  and  the 
household  equipment  industry:  small- 
er and  fewer  units,  but  probably  of 
better  and  better  quality  and  higher 
price.  For  example.  Dr.  Sumichrast 
says  that  couples  who  buy  apartments 
in  condominiums  usually  insist  on  a 
king-size  bedroom  because  they  want 
to  furnish  it  with  a  king-size  bed. 

Repairless  Equipment? 

One  company  that  appears  to  have 
done  more  than  thought  about  the 
implications  of  the  declining  birthrate 
is  Whirlpool  Corp.,  which  hired  a 
group  of  five  prominent  university 
professors  to  study  it.  John  Smallwood, 
director  of  economic  &  marketing  re- 
search of  Whirlpool,  was  in  charge. 
He  says  people  are  bound  to  de- 
mand smaller  appliances,  appliances 
"capable  of  storage  somewhere  where 
they  will  still  l)e  visible  but  blend  into 
the  surroundings  better,  appliances 
which  do  a  numlx-r  of  things  in  order 
to  save  space."  He  also  believes  it  will 
be  necessary  for  companies  like  his  to 
make  appliances  that  never  need  re- 
pairs. A  wife  with  a  job  can't  sit 
around  the  house  all  day  waiting  for 

Who's  Helped?  Who's  Hurt?- 

aging  and  marketing.  Less  sharp 
distitiction  between  women's  prod- 
ucts and  men's  appeal  as  men  do 
more  housework  and  as  women 
work  more  outside  of  home. 

Sports.  Manufacturers  of  athletic 
equipment  and  lM>atbuilders  should 
prosper.  Professional  sports  should 
continue  to  boom. 

Health  care.  Anytlung  to  do 
with  relieving  the  aches  and  pains 
and  infirmities  of  middle  and  old 
age,  as  the  average  age  of  the  pop- 
ulation inexorably  rises. 

Probably  Hutt 

Commodity  indusiries.  For  ex- 
ample, steel,  alunnnum,  stone,  lum- 


a  repairman,  he  points  out. 

Another  company  that  has  given  a 
good  deal  of  thought  to  the  decline  in 
the.  birthrate  is,  understandably 
enough,  Gerber  Products,  the  nation's 
leading  manufacturer  of  baby  foods. 
Says  William  Francis,  sales  forecasting 
supervisor:  "We've  gone  into  a  line  of 
non  foods— clothing,  knitwear  pants 
and  shirts  and  socks  for  children,  dis- 
tributed- through  grocery-  outlets,  a 
Hue  of  sleepwear  for  children,  dis- 
tributed through  department  stores.  If 
we  can  keep  mothers  our  customers 
for  another  six  months,  it's  like  an- 
other 2  million  births.  We  have  a  cer- 
tain amount  of  sales  at  the  old  end  of 
the  market  right  now;  for  many  years 
now,  old  people  have  been  using  our 
baby  foods  for  their  soft  diets.  That 
market  should  grow." 

As  smart  a  marketing  company  as 
Johnson  &  Johnson  has  started  to  roll 
with  the  punches.  It  is  now  running 
television  commercials  that  show 
hard-hatted  workers  using  Johnson's 
Baby  Powder. 

Says  Dr.  Patrick  Lynch,  director  of 
corporate  de\elopment  at  Westing- 
house  Electric  Corp.:  "The  most  im- 
mediate concern  to  us  is  the  changing 
life  style,  the  changing  social  values, 
which  are  really  at  the  heart,  we  think, 
of  the  change  in  population  growth. 
Population  growth  changes  are  really 
symptomatic  of  something  much  deep- 
er, and  it  is  those  things  we  must  Ix' 
concerned  about  in  running  our  busi- 
ness—the changing  attitudes  toward 
life,  how  people  want  to  run  their 
lives,  their  concern  with  the  environ- 
ment and  with  the  good  life;  these 
are  having  a  much  more  immediate 
effect  on  us  than  the  change  in  num- 
bers. Two-thirds  of  what  we.  do  is  in- 
volved in  power  systems.  The  concern 
with  the  environment  has  encouraged 
the  development  of  nuclear  power." 

Dr.  Lynch  l)elieves  that  as  the  pop- 


ber,  glass,  many  types  of  ftKxl  and 
clothing,  tobacco,  licjuor. 

Children-  and  youth-oriented 
operations.  Toys,  records  and  sum- 
mer camps. 

Broadcasting.  More  demand  for 
maturity  in  programming,  less  for 
children's  and  for  all-ages-type  pro- 
gramming. Fragmentation,  as  via 
CATV  or  pay  TV. 

Movie  theaters.  It's  the  youth 
who  fill  thcni  now,  while  the  mid- 
dle-aged slay  home  and  watch  their 
favorite  Hicks  on  T\'. 

Lifi'  insurance.  Less  concern  and 
less  need  for  it  U'cause  more  wives 
will  bt!  working  and  there  will  Im- 
fewer  kids  to  raise. 
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Starting 
now, 

a  lot  of  kids' 
sleepwear  will 

be  tagged 
^Tlammabler 

Our  tag 

makes  better 

sense. 

We're  sure  the  "Flammable''  tags 
won't  help  sales.  And  we're  just  as 
sure  our  tag  will. 

It  says  the  fabric  is  made  of 
Monsanto's  new  SEF®  modacrylic 
fiber.  Properly  constructed  fabrics 
of  SEF  consistently  meet  the  new 
Federal  flammability  standards 
and  are  so  good  that  they'll  actually 
extinguish  themselves  when  the 
source  of  ignition  is  removed. 
Our  tag  aI§o  says  that  the  garment  is  Wear-Dated® 
And  that  means  a  guarantee  consumers  have  learned  to  trustf 
What's  more,  fabrics  of  SEF  are  as  soft  as  they  are  safe^ 
and  resist  stains  and  fading. 

Children's  sleepwear  is  the  first  use  of  SEF,  but  it's 
obvious  that  there  are  many  important  applications  to  come. 
SEF  is  the  newest  in  the  growing  collection  of  products 
to  help  fight  fire  from  MonSailtO: 

the  science 
company. 


FOR  MORE  INFORMATION 

ABOUT  MONSANTOS  TEXTILE  PRODUCTS 

WRITE  MS3,  MONSANTO  COMPANY 

800  N  LINDBERGH  BLVD 

STLOUIS.  MO  63166 


*^X■ca^-Datcl)  parmcnis  are  guaranteed  for  one  full  year's  normal  wear, 
refund  or  replatemcnt  «  hen  returned  with  tag  and  sales  slip  to  Monsanto. 


Illation  grows  older,  "what  we  are  go- 
ing to  see  are  subsidies  by  the  Govern- 
ment to  increase  health-care  delivery, 
to  try  to  upgrade  preventive  health 
care,  and  these  are  areas  in  which  we 
think  we  can  provide  some  service." 

At  Mel\  ille  Shoe,  President  Francis 
Rooney  Jr.  is  sure  the  drop  in  the 
birthrate  will  lead  shoe  buyers  to 
"upgrade."  He  says:  "I  think  the  trend 
of  women  working  and,  therefore, 
adding  to  the  family  income,  plus  the 
new  life  style— not  just  staying  at 
home  barefoot  and  pregnant— makes 
women  more  viable  customers.  They 
won't  have  a  guilt  complex  about 
spending  the  income  of  their  hus- 
bands to  buy  a  new  dress  or  shoes." 

Dr.  Seymour  Marshak,  manager  of 
market  research  at  Ford,  says  of  the 
decline  in  the  birthrate  and  the  con- 
sequent rise  in  per-capita  income:  "It 
could  mean  that  cars  will  become 
more  luxurious,  since  people  will  have 
more  in  the  way  of  discretionary 
funds.  More  luxurious  but  smaller." 

Borden  Inc.'s  vice  president  in 
charge  of  marketing,  Clayton  Rohr- 
back,  anticipates  a  change  in  the  mix 
of  Borden's  sales  and  in  the  packag- 
ing. In  addition,  he  believes  that 
small,  smart  food  companies  ma\- 
prove  able  to  react  more  swiftly  to 
the  changes  in  life  style  that  appear  to 


have  brought  about  the  9rop  in  the 
birthrate  than  some  larger  companies. 
He  says:  "In  a  large  company,  you 
have  products  that  sell  through  all 
age  groups,  with  specific  emphasis  of 
some  products  on  specific  ages.  For 
example,  Cracker  Jack  is  eaten  mainly 
by  small  children;  so,  if  there  are 
fewer  of  them,  the  task  for  Cracker 
Jack  is  to  get  more  people  to  eat 
it,  by  means  of  conventional  mar- 
keting methods.  While  smaller  kids 
are  decreasing  in  number,  the  13- 'to 
18-year-olds  are  growing  in  number, 
and  they  happen  to  be  a  big  potato 
chip  group,  so  what  we  may  be  losing 
on  Cracker  Jack  we  may  be  picking 
up  on  potato  chips.  In  the  long  run,  I 
think  you  will  see  more  and  more 
foods  that  are  packaged  for  the  small- 
er family— like  frozen  peas  packaged 
for  two.  We're  already  getting  letters 
from  people  saying  why  don't  we  put 
out  something  or  other  in  a  small 
package.  We've  already  done  that 
with  our  instant  potatoes." 

How  G£  Sees  It 

General  Electric's  chief  economist. 
Dr.  R.S.  Villanueve,  makes  economic 
forecasts  four  times  a  year  and  a  long- 
range  forecast  e\ery  three  years.  Like 
many  other  economists,  he  considers 
the   decline   in    the   birthrate   insepa- 


rable from  the  change  in  living  style. 
The  services  he  sees  as  the  businesses 
of  the  future  are  entertainment,  learn- 
ing, medical  facilities  and  mass  trans- 
portation. 

Not  every  U.S.  corporation  has 
considered  what  the  decline  in  the 
birthrate  will  mean  to  its  business. 
Several  of  those  queried  by  Forbes 
insisted  that  it  probably  was  just  tem- 
porary; there  would  be  another  up- 
^  surge  soon,  they  said,  just  like  the  up- 
surge in  the  Fifties.  Others  shrugged 
their  shoulders  and  said  there  was 
nothing  they  could  do.  A  spokesman 
at  Colgate-Palmolive  said,  "We're  in 
consumer  goods,"  and  conceded,  "the 
thought  is  there,  but  nothing  in  gen- 
eral has  been  done;  probably  we 
should  be  doing  something." 

That's  one  way  of  looking  at  things, 
but  it's  a  shortsighted  way.  The 
change  has  already  dropped  Gerber 
from  the  growth-stock  category  to  the 
lowly  cyclical.  It  may  well  do  the 
same  with  other  companies.  There  are 
companies  now  selling  at  ten  times 
earnings  that  will  be  growth  stocks 
because  of  the  empty  hospital  cribs. 
The  change  in  the  birthrate  will  cause 
some  companies  to  fade  and  others  to 
flourish.  It  is  probably  the  most  mo- 
mentous thing  that  has  happened  to 
U.S.  business  in  a  couple  of  decades." 


Foreign 

shipping  lines 

are  getting  away 

witlialot. 


larsyou  pay  mem. 
Ship  by  Farrell  Lines  and  this  won't  hap,  ,  American  Flag  Line.  Our 

cargo  ships  are  American  built,  manned  and  operated.  We  purchase  our  supplies  and 
equipment  and  service  our  ships  here.  Our  crews  are  paid  with  dollars  and  live  in  the 
U.S.A.  These  factors  help  keep  the  dollar  stateside.  Strengthen  the  economy. 

Farrell  links  U.S.  Atlantic  ports  with  West,  South  and  East  Africa  and 
Atlantic  and  Gulf  ports  with  Australia  and  New  Zealand.  Our  exper- 
tise and  experience  in  handling  all  kinds  of  cargo  give  you  the  most 
efficient  sea  freight  service  available.  It  doesn't  cost  you  a  penny 
more  to  ship  by  American  Flag  Lines. 
And  it  doesn't  cost  your  country,  either. 


I'i-ACi  , 


A  M  h  K  II.  A  N 

Ona  Whitthill  SUmI.  Ntw  York,  N  Y  10004  • 
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Which  of  these 

cities  has  the 

lowest  rate  of  motor 

vehicle  deaths? 


Boston 


St.  Louis 


San  Francisco 


Los  Angeles 


Head  for  New  York. 

Among  these  seven  cities,  it 
has  the  lowest  rate  of  vehicular 
deaths  per  100,000  people.  (In 
fact,  New  York's  rate  applied 
nationally  would  cut  the 
country's  death  toll  in  half.) 

But  stcerin"  a  safe  course  in 
and  out  of  any  big  city  today  is 
a  challenge  to  survival— and 
sanity. 

And  since  there's  a  CBS 
Owned  AM  radio  station  in 
each  of  these  seven,  we  have  a 
special  responsibility  to  look 
out  for  the  driver's  welfare. 

Because  we  share  the 
driver's  seat. The  only  medium 
that  does. 

So  we  give  far  more  than  lip- 
service  to  traffic  safety.  WEEI 
Boston  got  an  Alfred  P  Sloan 
award  for  its  campaign  last 
year.  Every  time  a  fatality 
occurred,  WEEI  announced 
it  on  the  air.  Once  an  hour  for 
1  8  straight  hours.  And  a  taxi 
fleet  of  350  cars  displayed 
special  yellow  flags  for  the 
same  1 8  hours. 

Chicago  listeners  learned 
from  WBBM  Newsradio  the 
newest  facts  about  the  social 
drinker  on  the  road.  KNX 
Newsradio's  award-winning 
"Half  A  Second"  told  Los 
Angclenos  which  accidents 
can  be  prevented,  and  what 
happens  when  they  occur. 

Of  course  there's  much 
more  to  our  job  than  traffic. 
People  also  need  to  know  how 
events  are  moving. 

So  we  continuously  track 
the  complex  flow  of  the  news. 
The  stop/go  signals.  And 
which  caution  lights  are 
flashing.  In  the  city.  All  over. 

Not  a  bad  idea  to  heed  the 
signals  in  today's  world.  In  or 
out  of  a  car. 

The  CBS  Owned 
AM  Stations 

We  feel  responsible  to  over 
60  million  people. 

WEEI  Newsradio  59.  Boston 
WCBS  Newsradio  S8,  New  York 
WCAU  Radio  121 ,  Philadelphia 
WBBM  Newsradio  78.  Chicago 
KMOX  1120,  St.  Louis 
KCBS  Newsradio  7i,  San  Francisco 
KNX  Newsradio  1070,  Los  Angeles 
Represented  by  CBS  Radio  Spot  Sales 


Source;  Based  on  statistics  from  the  Bureau  of  Census,  U.S.  Department  of  Commerce; 
Public  Health  Service,  U.S.  Department  of  Health,  Education  and  Welfare. 


A  Girl's 
Best  Friend? 

Three  years  ago  Elizabeth  Taylor's 
giant  diamond  caused  traffic  jams  on 
Manhattan's  Fifth  Avenue  as  hordes 
of  curious  onlookers  lined  up  at  Car- 
tier's  to  view  the  diamond. 

That  same  year  Liz  craved  one  of 
the  world's  largest  and  finest  pearls. 
Her  purchase,  of  course,  was  duly 
publicized.  It  brought  out  a  complete- 
ly different  kind  of  attention  than  Liz' 
diamond.  Lost  queens,  displaced 
dukes  and  frustrated  duchesses  began 
calling  Parke-Bemet  as  soon  as  the 
galleiy  announced  that  La  Peregrina 
—"The  Wanderer"— was  to  be  auc- 
tioned off.  One  call  was  from  the  late 
Victoria-Eugenie,  queen  consort  of 
Spain  from  1907  to  1931,  who  in- 
sisted she  had  the  giant  pearl,  so 
Parke-Bemet  couldn't  be  selling  it. 
(She  didn't;  Victoria-Eugenie's  pearl 
is  believed  to  be  La  Pelegrina,  a  drop 
pearl  of  a  different  shape.) 

That's  the  way  it  is  with  pearls. 
Very  traditional.  An  association  with 
grand  luxury.  Cooler,  you  might  say, 
less  flashy  than  diamonds. 

Financially  speaking.  The  Wander- 
er was  not  in  the  class  of  Liz  Burton's 
Cartier  diamond.  The  pearl  cost  just 
$37,000;  hardly  enough  to  pay  six 
months  interest  on  the  $1,050,000  dia- 
mond that  Cartier  sold  Liz.  No,  pearls 
are  relatively  austere. 

At  any  rate,  pearls  are  coming  back. 
"Thank  goodness!"  breathed  fashion 
designer  Bill  Blass,  who  is  one  of  the 
40-odd  designers  who  are  showing 
pearls  with  their  fall  collections  this 
year.  "After  a  decade  of  bizarre  jewel- 
ry, returning  to  pearls  is  a  relief." 

It's  also  a  relief  to  the  pearl  indus- 
try, which  has  been  in  something  of  a 
slump  for  the  past  20  years.  If  it 
wasn't  simulated  pearls  stealing  away 
the  low  end  of  the  market,  it  was  hot 
pants,  which  simply  weren't  the  best 
style  for  anything  as  elegant  as  a  pearl 
necklace. 

But  finally  demand  for  pearls  is  up 
this  year  over  last  year,  anywhere 
from  30%— for  fine  cultured  pearls  at 
Tifi^any's— to  90%.  Prices  are  following 
the  same  pattern,  having  jumped  at 
least  30%  last  year,  partially  because 
the  entire  industry  is  Japanese  and 
last  year  saw  the  revaluation  of  the 
yen  as  well  as  the  devaluation  of 
the  dollar. 

The  fashion  trend  should  push 
prices  up  another  20%,  says  A.  Kanai, 
president  of  the  Japan  Pearl  Export- 
ers' Association,  a  large  cultivator 
himself,  known  as  the  Pearl  King  of 
Japan.  It  takes  10,000  oysters  seven 
years  to  make  one  14-inch  strand  of 
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Or  where  the  gorgeous  East, 

with  richest  hand 
Showers  on  her  Icings  barbaric 

pearl  and  gold  .  .  . 
—John  Milton,  Paradise  Lost 


'  Milton  chose  the  pearl  as  his  symbol 
of  vast  riches,  and  so  did  many  other 
poets  of  his  time,  but  today,  they  say, 
diamonds   are   a  girl's   best   friend. 


Flappers,  raccoon  coats  and  pearls  were  the  haute  couture  of  the  Twenties. 


pearls,  and  if  there  is  a  run  on  any 
certain  size,  as  there  always  is  when 
fashion  is  dictating  styles,  it  takes 
more  than  three  times  as  many  pearls 
to  get  the  right  size,  quality  and  color 
for  each  strand. 

This   means   that   a   14-inch   neck- 
lace    of     8.5-millimeter,     top-quality 


pearls  that  sold  for  $1,500  wholesale 
in  the  U.S.  last  year  will  cost  a  U.S. 
importer  $1,500  wholesale  in  Japan 
this  year;  it'll  cost  $2,250  wholesale 
in  the  U.S.  and  $4,000  retail.  A  10- 
millimeter  necklace,  a  much  more 
popular  size,  that  cost  $7,500  whole- 
sale in  Japan  will  cost  $15,000  retail 


Now  a 

6(7/  Blass  coat  with  sable  collar  and 

more  pearls 

are  in  fashion  again. 
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Ufe're  having  a  ball. 


There  are  a  lot  of  good,  sound 
reasons  why  AMF  has  become 
the  leading  team  in  the  active 
lelsure^ballgame,  but  there's  one 
reason  that  makes  it  no  contest. 

It's  our  ball. 

Name  the  sport  and  we  have 
the  ball  for  it.  Basketball. 
Football.  Golf.  Water  polo. 
Volleyball.  And  bowling. 

But  the  ball  isjustthetopofthe 
iceberg.  Underneath  are  dozens 
of  other  active  leisure  products— 


Hariey-Davidson  motorcycles, 
Head  skis  and  tennis  racquets, 
Sunfish  sailboats,  Ben  Hogan 
golf  clubs,  Slickcraft  powerboats. 
Quality  products  that  have  made 
AMF  the  largest  producer  of 
active  leisure  products  in  the 
world. 

That's  enough  to  make  any 
company  happy.  But  leisure 
products  is  just  over  half  of  our 
business.  The  other  half  is  in 
industrial  products.  Automation. 


Process  equipment.  Electronics. 
Pollution  control.  Products  that 
help  business  produce  more  and 
produce  it  faster.  Products  that 
create  more  leisure  time. 

Time  to  play  more  ball.  Which 
brings  us  right  back  to  where  we 
started.  Is  it  any  wonder  that 
we're  having  a  ball? 


AMF  Incorporated, 
White  Plains,  New  York  1 0604. 


AMF  mixes  business  with  pleasure.  Profitably. 

Watch  AMF's  Special  Of  Thee  I  Smg',  Starring  Carroll  O'Connor,  October  24  on  CBS.  See  your  local  TV  listing. 


in  the  U.S.  The  Japanese  claim  that 
just  as  demand  is  rising,  supply  is 
shrinking.  Industrial  pollution  from 
the  Japanese  oil  industry  and  fertilizer 
from  rice  paddies  has  wiped  out  over 
a  third  of  the  oyster  beds. 

The  last  time  pearls  were  really  in 
style  was  back  in  the  Twenties,  at 
which  time  no  well-to-do  woman  or 
self-respecting  flapper  was  without 
them.  The  billion-dollar  industry 
worldwide  had  much  of  the  output 
going  to  the  U.S.  It  was  common  for 
single  strands  to  go  for  as  much  as  $1 
million.  In  fact,  the  House  of  Cartier 
acquired  its  elegant  Fifth  Avenue 
building  in  1917  from  Mazy  Plant 
Rovensky,  a  lady  who  was  nuts  for 
pearls,  to  say  the  least.  Her  price? 
Two  strands  of  Cartier's  finest. 

But  that  was  before  the  Japanese 
made  an  industry  out  of  cultured 
pearls  which  knocked  the  bottom  out 
of  the  natural  pearl  market.  A  cul- 
tured pearl  looks  like  a  natural  pearl 
and  it,  too,  is  made  by  an  oyster.  But 
the  cultured  variety  has  a  man-placed 
mother-of-pearl  bead  inside  the  layers 
of  nacre  which  the  oyster  "spits"  onto 
an  irritant,  instead  of  a  microscopic 
germ,  which  is  how  a  natural  (tech- 
nically called  "oriental")  pearl  starts 
out.  Thus,  cultured  pearls  come  much 
larger  than  oriental  pearls,  and  that's 
what  women  decided  they  wanted— 
size.  Since  the  oysters  for  cultured 
pearls  could  be  farmed  in  one  spot 
and  wild  pearl  oysters  had  to  be  hunt- 
ed all  over  the  ocean  floor,  the  de- 
mand for,  and  therefore  the  price  of, 
the  real  thing  dropped  considerably. 
In  1957  Mazy  Plant  Rovensky's  fa- 
mous Cartier  strands  were  sold  at 
Parke-Bemet  for  only  $151,000. 

After  World  War  II,  when  demand 
for  pearls  rose,  a  few  Japanese  fam- 
ilies like  Mikimoto  started  proving 
that  fortunes  could  be  made  in  culti- 
vating them.  Soon  thousands  of  small 
cultivators  began  springing  up  all 
over  Japan  and  they  began  producing 
quicker,  cheaper  pearls  by  putting 
larger  beads  into  the  oysters  and 
leaving  them  in  one  or  two  years  in- 
stead of  inserting  a  small  bead  and 
waiting  around  for  seven  or  eight 
years  to  produce  a  much  higher  qual- 
ity pearl.  These  cultured  pearls  which 
could  be  bought  in  any  dime  store  for 
a  few  dollars  in  the  Fifties  devalued 
the  industry  image  considerably. 

"Our  government  is  most  anxious 
to  preserve  our  unique  industry,"  says 
Kanai,  "and  they  are  helping  us."  In- 
deed, the  Japanese  would  like  nothing 
better  than  to  create  a  healthy  nation- 
al monopoly  that  could  bring  back 
the  profitable  years  of  the  Twenties 
or  the  mid-Forties,  which  produced 
the  most  beautiful  and  valuable  cul- 
tured pearls  the  world  has  ever  seen. 


"Bloody  Mary"  Tudor  and 
Margarita  of  Spain  once 
owned    Liz's    giant    pearl. 


Japan's  chief  potential  rival  is  Burma. 
The  Burmese  pearl  was  cultivated  in 
Burmese  waters  by  Japanese  techni- 
cians until  Burma  became  a  dictator- 
ship, nationalized  the  pearl  industry 
and  cut  most  of  its  ties  with  the  out- 
side world.  The  Burmese  government 
tried  to  keep  the  technicians  hostage 
to  run  the  profitable  industry  for  them 
—16-millimeter  Burmese  pearls  go  for 
no  less  than  $6,000  each— but  even- 
tually let  them  return  home.  Then 
the  Burmese  tried  to  grow  the  oysters 
themselves.  "The  pearls  have  never 
been  the  same  since,"  says  Caro  Ya- 
moko,  a  New  York  importer,  absently 
fingering  a  $50,000  necklace  of  huge 
Burmese  pearls  as  he  talks.  "There 
are  only  five  of  these  necklaces  left 
in  the  world.  In  fact,  there  are  no 
large  pearls  being  produced." 

Why?  Nobody  knows.  Global  pol- 
lution, perhaps.  But  that  is  only  one 
problem  the  Japanese  are  having  with 
their  pearl  industry.  "TJie  cultured 
pearl  business  is  one  big  .speculation," 
says  importer  Frank  Mastoloni,  who 
is  also  president  of  the  Cultured  Pearl 
Association.  "Depending  on  what  size 
is  .selling,  you'll  sell  10%  more  or  less, 
but  you  don't  know  for  at  least  three 
years  if  you're  going  to  make  $20,000 
or  $90,000  on  your  $50,000  invest- 
ment in  just  oysters."  Beyond  those 


first  three  years,  before  the  oyster  is 
inseminated,  there  is  at  least  a  40% 
death  rate  for  oysters  growing  small 
pearls  and  a  95%  death  rate  to  get 
pearls  10  millimeters  and  larger. 

But  a  far  larger  problem  these  days 
is  labor,  which  has  been  getting  20% 
more  expensive  in  Japan  every  year. 
And  the  pearl  industry  defies  automa- 
tion. Mitsubishi  recently  got  out  of 
the  industiy  after  failing  miserably  in 
its  plan  to  achieve  economies  of  scale 
through  mechanization.  The  oysters 
must  be  inseminated  very  carefully  by 
hand  or  the  oyster  either  dies  or  re- 
jects the  irritant.  They  must  be  taken 
out  of  the  water  every  two  months 
and  stripped  of  barnacles,  which  eat 
their  food— again  by  hand  because  a 
machine  damages  the  shells.  The  oys- 
ters must  be  opened  by  hand  and  the 
pearls  strung  and  sorted  by  hand  be- 
cause .  they  are  never  absolutely 
round  and  each  one  is  diff^erent  in 
some  way.  In  fact,  the  only  piece  of 
machinery  the  industry  has  been  able 
to  use  at  all  is  an  American  peanut 
sorting  machine  which  sorts  by  color. 

This  all  makes  the  pearl  industry 
extremely  unattractive  to  the  Japanese 
laborer,  who  now  has  the  whole  gamut 
of  modern  industry  in  his  country  to 
choose  from.  The  pearl  industry  re- 
quires years  of  training  and  hard, 
meticulous  hand  work,  and  the  fisher- 
ies are  located  in  the  most  inaccessible 
corners  of  the  country— where  the  pol- 
lution is  lowest.  In  modern  Japan, 
young  people  going  into  the  labor 
force  want  to  live  in  the  urban  areas, 
not  in  the  boondocks  in  dormitories. 

"The  labor  problem  there  and  the 
trust  aspect  of  handling  so  many  valu- 
able pearls  over  here  has  made  it  into 
a  family  business  in  both  countries," 
says  Mastoloni.  For  the  U.S.  pearl  in- 
dustry, especially  now  that  Mitsubishi 
is  out  of  the  business,  that  means  deal- 
ing more  and  more  with  the  govern- 
ment, which  is  sheltering  the  3,000- 
odd  small  family  cultivators  and  try- 
ing to  upgrade  the  industry  by  taking 
the  low-end  pearls  off  the  market.  "It 
costs  me  more  eveiy  time  I  go  over 
there,"  says  Joe  Kalman,  pearl  buyer 
for  Zale's.  "I  couldn't  pay  the  Na- 
tional Fisheries  Bank  price  this  year 
because  they  think  the  dollar  is  shaky 
and  are  charging  Americans  about  20% 
more  than  Europeans,  toward  whom 
they're  now  gearing  their  production." 

Pearls  may  never  be  diamonds  in 
terms  of  value.  One  reason  is  they  are 
basically  much  more  fragile:  Pearls 
can  discolor  or  blister  because  of  per- 
fume, perspiration  or  body  contact. 
But  in  a  world  moving  toward  total 
industrialization,  pearls,  which  require 
an  absolutely  pure  environment  and 
gentle  hand-tending,  may  become  veiy 
rare  things  indeed.  ■ 
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This  is  the  diversified  world  of  Martin  Marietta.  Five 
different  companies.  All  with  strong  positions  in  basic 
industries.  Where  a  lot  of  good  things  are  happening. 
Take  Martin  Marietta  Chemicals,  for  example.  And  look 
at  just  one  division,  Sodyeco.  It  sells  dyestuffs  to  the 
textile  industry.  This  year,  Sodyeco  will  sell  enough 


dye  to  color  1  billion  600  million  yards  of  cloth.  Or 
about  8  yards  for  every  adult  and  child  in  the  United 
States.  One  of  the  ways  Martin  Marietta  is  on  the  move. 


MARTIN  MARIETTA 
CHEMICALS 

Sodyeco, 
textile 

dyestuffs  and 
organics. 
Master  Builders, 
concrete 
admixtures. 
Refractories 
for  steel. 
Operates 
30  plants  in 
the  U.S.  and 


MARTIN  MARIETTA 
CEMENT 

Operates  10 
cement  plants 
in  the  Rockies, 
the  Midwest, 
the  Southeast, 
the  Middle 
Atlantic 
States  and 
New  England. 


MARTIN  MARIETTA 
AGGREGATES 

The  leader  In 
crushed  stone, 
sand  and 
gravel  for 
construction. 
Shipped 
48  million 
tons  from 
209  locations 
in  1971. 


MARTIN  MARIETTA 
AEROSPACE 

A  major 
contractor 
for  space 
and  defense 
systems. 
Among  current 
projects  are 
Skylab, 
Viking,  Sprint, 
Pershing  and 
Titan  III. 


MARTIN  MARIETTA 
ALUMINUM 

Fully 

integrated 
aluminum 
producer  and 
fabricator. 
Major 

finishing  and 
fabricatmg 
facilities  in 
California, 
Michigan 
and  Kentucky. 


• 


in  chemicals, 
cement,  aggregates,  aerospace  and  aluminum. 


It  takes 
250  pounds  of  ore 

so  you  can 
blow  your  horn. 


An  average  trumpet  contains  2V^  pounds  of  brass  (1% 
pounds  of  copper  and  %  pounds  of  zinc).  To  obtain 
enough  brass  for  one  trumpet,  250  pounds  of  ore  must 
be  extracted  from  the  earth,  smelted  and  refined. 


Asarco  is  one  of  the  largest  producers  of 
copper  in  the  U.S.  Red  metal  is  vital  to  our 
nation's  economy  because,  among  other 
things,  it  is  the  nervous  system  of  our  com- 
munication networks.  ' 

Conductivity,  corrosion  resistance,  work- 
ability and  appearance  make  copper  the 
material  for  countless  products  ranging  from 


mind-boggling  computers  to  air  conditioners. 
Also  roofing,  plumbing  and  piping  systems. 
And,  of  course,  for  musical  instruments. 

Copper  wiring  is  essential  for  nearly 
everything  electrical.  Without  it  we're  back 
in  the  dark  ages.  If  you'd  like  to  know  more 
about  copper,  write  us  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


The  Money  Men 


I've  Seen  the  Future . . .  and  It  Doesn't  Work 


The  economists  assure  us  that 
business  is  good  and  gets  better. 
It's  all  there— soaring  profits,  ris- 
ing productivity,  abating  inflation, 
declining  unemployment.  What's 
more,  most  economists  say,  1973 
will  be  a  great  year  too,  no  mat- 
ter who  wins  the  election. 

Don  Conlan  doesn't  see  1973 
that  way  at  all. 

So  who's  Don  Conlan? 

Conlan,  36,  is  first  vice  presi- 
dent and  chief  economist  of  Dean 
Witter  &  Co.,  one  of  the  country's 
largest  brokerage  firms.  He  came  to 
DW  after  a  six-year  stint  at  Chem- 
ical Bank,  where  he  worked  his 
way  up  to  chief  economist  at  age 
32,  a  mere  youth  in  banking.  Dean 
Witter  doesn't  have  Conlan  around 
simply  to  impress  the  press  and  in- 
stitutions with  the  intellectual  cal- 
iber of  its  research.  No,  DW's 
whole  research  effort  is  predicated 
on  Conlan  forecasts. 

"We're  consistent  around  here," 
Conlan  says.  "If  I'm  wrong,  a  lot 
of  other  people  around  here  will 
be  wrong."  That,  says  Conlan,  is 
the  difference  between  him  and 
an  academic  economist.  "If  they're 
wrong,  so  what?"  Another  difter- 
ence  is  that  Conlan  didn't  get  a 
doctorate  in  economics,  though  he 
did  graduate  work  at  the  Univer- 
sity of  Michigan  under  Paul  Mc- 
Cracken  in  1962-63.  "I'm  practi- 
cal. I'm  not  wedded  to  a  school  or 
theory."  Nor  is  he  a  professionaf 
bear.  Late  last  year  and  early  this 
year  he  was  optimistic— rightly  so 
—on  the  economy  for  1972. 

At  the  Banker's  Club  late  last 
month  Conlan  looked  up  from  his 
menu.  "I  don't  subscribe  to  the 
rose-petal  path  through  1973  that 
the  econometric  models  portend. 
Inflation  will  rise  again.  Four  per- 
cent is  the  minimum  we  can  ex- 
pect' Credit  will  tighten.  Interest 
rates  will  rise.  In  early  1973  triple- 
A  corporates  will  be  S%  to  8.5^. 
Controls  will  be  tightened,  capri- 
ciously too.  And  after  the  first 
quarter,  after-tax  profits  will  trend 
downwards.  By  the  latter  part  of 
the  \ear  we'll  ha\e  quasi-reces- 
sionarv  conditions." 

Forbes  asked  why  so  many 
economists  differ  with  this  view. 
Conlan  liked  the  question. 

"Your  economic  models  have  no 
way  of  effectively  factoring  in  con- 


trols or  politics.  You  can't  forecast 
accurately  until  you  realize  this 
thing  of  politics." 

Conlan  noticed  the  skeptical 
look  on  our  face. 

"Look,  before  I  tell  you  why  all 
of  this  will  happen— in  fact,  it's 
happening  right  now— you  need  a 
bit  of  background,  or  you'll  be  just 
confused." 

"Fine,"  we  said,  "and  please 
make  it  simple." 

"I'll  try,"  said  he.  "In  the  early 
Sixties,  economic  policy  shifted 
away  from  price  stability  iiber  al- 
ios to  full-employment  stability 
iihcr  allcs.  Keep  that  in  mind.  By 
1965,  we  reached  an  economic  Uto- 
pia. We  had  full  employment, 
which  was  4%  unemployment  in 
those  days.  We  had  productivity 
gains  of  3%.  And  we  had  only  a 
2%  to  3%  inflation,  which  was  re- 
garded as  normal  and  tolerable. 

"Then  things  went  wrong. 

"There  was  a  war  that  we  tried 
to  finance  entirely  through  debt 
creation.  The  result  was  excess 
money  demand,  hyper-full  employ- 
ment and  the  destruction  of  the 
delicate  balances  of  wages,  prices 
and  pr()ducti\it\'.  No  price  stability 
under  those  conditions." 

Score  one  for  the  war  critics. 
But  why  has  inflation  been  so  per- 
sistent? We've  had  a  recession.  The 
war  is  almost  oxer,  at  least  for  the 
Americans. 

"Wait  a  minute,"  said  Conlan. 
"Before  coming  to  that,  I  want  to 
make  a  point  about  politics.  In 
1966-67  we  did  make  a  stab  at 
restraint,  not  fiscally,  just  monetari- 
ly. That  produced  the  money 
crunch.  Price-rise  rates  did  drop. 
But  because  of  a  low  unemploy- 
ment rate,  wage  gains  did  not  re- 
spond in  any  material  way.  That's 
why  profit  margins  were  squeezed. 
The  restraint  didn't  last  long.  The 
Democrats  had  an  unpopular  war. 
There  was  an  election  coming  up. 
Boom!  The\'  fired  the  twin 
guns  of  fiscal  and  monetary  stim- 
ulus. Toda\',  e\eryone  knows  that 
the  economy  is  run  on  a  four-year 
political  cycle." 

When  "eveiyone"  knows  some- 
thing like  this,  we  inquired,  you 
have  what  is  called  expectational 
inflation. 

"I  would  estimate  that  about  \% 
of    inflation    is    expectation    rather 


Con/an  of  Dean  Witter 


than  purely  economic,"  said  Con- 
lan. "But  that  is  only  part  of  the 
explanation  for  persistent  inflation. 
You  might  say  that  inflation  is  en- 
demic to  an  affluent  society.  En- 
demic inflation  expresses  itself  in 
reduced  productivity.  One  big  rea- 
son for  this  reduced  productivity  is 
that  our  affluent  society  is  becom- 
ing increasingly  service-oriented. 
And  you  have  Goxernment  pour- 
ing dollars  into  what  might  be 
called  soft-dollar  areas  like  health, 
education  and  welfare.  Neither  of 
these  sectors,  which  are  growing 
very  rapidly,  carries  a  high  pro- 
ductivit\-  rate.  All  other  things  be- 
ing equal,  there  would  still  be  a 
higher  rate  of  inflation  than  we've 
had  historically." 

Conlan  calls  the  other  inflation- 
ary element  structural.  "Our  labor 
force  toda\  is  structured  different- 
ly. Remember  the  baby  boom? 
[We  do.  See  page  37.]  This  .so- 
called  demographic  bubble  hit  the 
labor  market  in  1965  and  peaked 
in  1969-70  as  the  post- World  War 
II  babies  grew  up.  Their  distribu- 
tion in  the  labor  force  is  hardly 
normal.  We  no  better  planned  their 
entry  into  the  economy  than  we 
did  their  education." 

This,  says  Conlan,  helps  explain 
why  a  6%  unemployment  rate  didn't 
make  an  appreciable  dent  on  in- 
flation; many  of  the  unemployed 
had  never  held  jobs  anyway.  Leav- 
ing them  jobless  therefore  didn't 
reduce  anybody's  buying  power. 
Ten  years  ago,  40%  of  the  unem- 
ployed were  prime-age  males, 
heads    of   households    with    heavy 
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WIS  MEH  ARE  EVERYWHERE! 


YOU  TALKED  WITH 
YOUR  PEOPLE  ABOUT 
INVENTORY 
PROBLEMS  LAST 
WEEK... AND  YOU 
STILL  DON'T  HAVE 
THE  ANSWER... 


"*? 


NOW- 

PICK 

UP  THE 

PHONE  AND  CALL 

HOWARD  MADDEN 

IN  OUR  SAN  DIEGO 

GENERAL  OFFICE... 

We'll  arrange  to. show  you 
why  we're  No.  1  in  the  na- 
tion—with our  special  fast- 
paced  11-minute  sales  pres- 
entation film.  It'll  be  time 
vyell  spent,  as  we  demon- 
strate our_  unique  counting 
methods,  and  advanced 
equipment.  2,000  of  Ameri- 
ca's leading  corporations 
look  to  us  to  solve  their  in-- 
ventory  problems  — may  we 
help  you  with  yours? 

WASHINGTON 

INVENTORY 

SERVICE 

May  we  send  you  our  brochure? 


\^1S 


Genera!  Offices:  7150  El  Cajon  Blvd. 
San  Diego,  Calif.  (714)  461-8111 
Offices  located  in:  ATLANTA,  DALLAS, 
DENVER,  HAYWARD,  HOUSTON,  KAN- 
SAS CITY,  LOS  ANGELES  (5),  PORT- 
UND,  PHOENIX,  SACRAMENTO,  SAN 
DIEGO,  SPOKANE,  SEATTLE,  SANTA 
CURA,  ST.  LOUIS  and  WASHINGTON, 
D.G. 


SERVING  SINCE  1955 


the  man 

you  miant 

to  succeed 

reads 

Forbes 


The  Money  Men 


financial     responsibilities.     Today, 
the  figure  is  less  than  25%. 

By  now,  we  had  been  served  our 
entree.  "So  you  see,"  said  Conlan, 
trying  to  talk  and  chew  at  the  same 
time,  "there  is  no  way  you  can  have 
full  employment  and  only  3%  in- 
flation. The  structural  and  endemic 
factors  make  it  impossible  without 
tough  controls." 

You  are,  we  said,  grasping  at 
straws,  overlooking  a  simple  fact: 
Business  is  good  and  inflation  is  a 
bit  slower.  Conlan  put  that  one 
down  quickly. 

"The  drop  in  inflation  is  only 
cyclical.  You  had  a  low  labor  force 
utilization  rate.  The  extraordinary 
growth  this  year  had  room  for 
spectacular  increases  in  productiv- 
ity. But  as  we  approach  full  em- 
ployment—which in  today's  labor 
force  is  5%  unemployment,  though 
you  can't  say  that  politically— pro- 
ductivity rates  will  slide. 

"Moreover,  you  will  have  the  be- 
lated makeup  of  nonunion  income 
growth,  pres.««re  which  invariably 
comes  after  a  year  of  high  profits." 
And,  we  added,  next  year  starts  the 
three-year  cycle  of  union  wage 
contracts,  starting  with  the  Team- 
sters and  including  autos,  railroads 
and  outfits  like  General  Electric. 

And  will  business  be  able  to  pass 
along  the  increased  costs? 

"Nooo,"  said  Conlan. 

"As  consumer-price-rise  rates  go 
up,  the  Price  Commission  will  get 
tougher,  capricious  toward  the  Tier 
I  companies,  most  especially  those 
companies  that  have  the  biggest 
impact  on  the  Consumer  Price  In- 
dex. Look  at  what  the  White 
House  did  to  the  autos.  Price  con- 
trols will  be  geared  to  the  CPI." 

Investment  strategy  here  is  sim- 
ple, we  thought:  Look  at  the  in- 
dustries that  make  up  the  CPI  and 
clear  out. 

But  why  won't  the  Nixon  Ad- 
ministration yank  off  controls,  if  it 
wins  in  November? 

"I  don't  think  a  President  could 
ignore  a  combination  of  cyclical 
and  expectational  inflation. 

"Monetary  authorities,  I  think, 
are  beginning  to  realize  that  the 
fantastic  economic  recovery  is  for 
real,  which  means  a  more  restric- 
tive monetary  policy.  Nothing  dras- 
tic, but  the  effects  will  i)e  real  by 
the  year's  end. 

"This,  in  addition  to  the  buildup 
of  credit  demand  that  is  part  of  a 
rapidly    expanding    economy,    will 


force    interest    rates    to    go    up." 

A  credit  crunch? 

"No,  no,"  spluttered  Conlan  as 
he  choked  on  his  wine.  "I  expect  no 
basic  corporate  liquidity  crisis. 
There  has  been  a  phenomenal  re- 
liquidification  of  U.S.  coiporations 
*  since  1970." 

So,  Conlan  doesn't  expect  to 
see  large  segments  of  U.S.  industiy 
follow  Penn  Central  down  the  track 
to  the  poorhouse.  What  he  does 
expect,  however,  could  be  pretty 
rough  on  the  stock  market:  8% 
yields  on  good  bonds  while  cor- 
porate earnings  are  dropping. 

He  doesn't  see  how  interest  rates 
can  help  jumping  even  without 
massive  new  demands  for  business 
credit.  Well,  just  look  at  the  fed- 
eral deficit,  $30  billion  at  least.  The 
fact  is  that  monetary  policy  is 
pulling  one  way— toward  control- 
ling inflation— while  fiscal  policy  is 
deep  in  the  red.  The  credit  market 
is  thus  caught  in  the  middle. 

Lunch  was  almost  over.  Now  we 
got  to  the  point:  How  does  the  in- 
vestor protect  himself? 

He  laughed.  "I  knew  you  would 
ask  me  that,"  he  said,  wiping  his 
mouth.  "Paragraph  two  of  my  em- 
ployment contract  reads  that  I 
'.  .  .  shall  never  be  asked  to  fore- 
cast the  stock  market  in  any  way, 
shape  or  form  whatsoever.*  I  would 
be  in  trouble  enough  if  my  fore- 
casts were  wrong  because  all  our 
analysts  base  their  reports  on  what 
I  say  the  economy  will  be." 

But  Conlan  did  answer  in  a 
roundabout  way.  He  reminded  us 
that  next  year  profit  margin  con- 
trols will  become  a  factor.  "Look  at 
your  growth  companies,"  he 
warned.  Recalling  what  had  hap- 
pened to  some  hot  ones  recently 
whose  growth  had  merely  slowed, 
not  to  mention  actually  stopped, 
we  shuddered. 

We  walked  back  with  Conlan  to 
his  Wall  Street  offices.  Somewhat 
troubled,  we  put  the  final  question: 
Are  you  really  despairing  of  our 
economic  future?  Conlan  said  no, 
that  he  thought  things  would  start 
getting  better  after  1973.  But  he 
thinks  it  would  be  a  terrible  mis- 
take to  make  a  fetish  of  slabili/.ing 
the  price  index  at  a  low  number, 
say  2%  or  3%. 

"If  we  want  full  employment, 
we  must  adjust  to  a  fairly  high  rate 
of  inflation.  You  can  live  with  any 
rate  of  inflation,  so  long  as  it  is 
relatively  stable."  ■ 
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Protect  your  profits  in 
ways  you  may  not  have  thought  of. 

lalk  to  a  company 
you  may  not  have  thought  of. 


Using  insurance  to  protect  your 
company's  profits  is  nothing  new. 
There's  everything  from  key  man  in- 
surance to  business  interruption  in- 
surance to  product  Habihty  coverage. 
And  many  more. 

You  may  even  have  more  sophisti- 
cated programs  going  for  you.  Like 
partial  or  total  self-insurance,  or  even 
a  "captive  "  insurance  company. 

These  are  just  some  of  the  ways 
we  look  after  your  profits  at 
Alexander  &  Alexander.  After  all, 
we've  been  involved  in  risk  manage- 
ment and  transfer  for  over  74  years. 

And  then  there  are  some  ways  of 
protecting  profits  that  you  may 
not  have  thought  of. 

For  example, 
take  your  Employee 
Benefits  Program. 

Our  Consulting 
Actuarial  Division 
can  help  you  trim 
the  costs  of  the 
benefits  you're  now 
giving. 

Without  trim- 
ming the  benefits. 

First,  we'll 
h^lp  you  select 
the  best  invest- 
ment vehicle  for 


your  pension  and  benefit  funds.  And 
then,  through  advanced  and  highly 
specialized  actuarial  techniques,  we'll 
establish  the  optimum  rate  of  accumu- 
lation for  those  funds. 

So  your  pension  assets  won't  pile 
up  so  rapidly  that  you'll  be  misusing 
your  capital  resources. 

Or  accumulate  so  slowly  that  your 
company  might  face  a  future  pay- 
out crisis  that  would  not  only  dis- 
rupt your  cash  flow  but,  more 
seriously,  threaten  your  earnings. 

Another  way  to  shelter  your 
profits  is  to  motivate  your  people. 
Which  is  why  we  offer  Benef acts. 
It's  the  industry's  first— and 
most  outstanding— personal- 
ized annual  benefits  state- 
ment that  maps  out,  for  each 
of  your  employees,  his  entire 
benefit  program.  ( Let's  face  it, 
there's  not  much  incentive  to 
benefits  no  one  knows  about. ) 

Since  it's  our  business  to 
protect  your  profits  in  every  way 
I   you  can  think  of,  and  in  those 
^'  ways  you  haven't,  we  cordially  in- 
vite you  to  write  us  for  more  de- 
tails: Alexander  &  Alexander, 

Information  Service,  1185 
Avenue  of  the  Americas, 
New  York,  New  York  10036. 


We've  made  a  name  for  ourselves.  Now  we're  out  to  make  a  face  for  ourselves. 


Alexander 
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gypsum  wallboard. 


Talk  about  coming  up  in  the 
world! 

Just  a  few  decades  ago,  gypsum 
wallboard  was  a  sort  of  poor  step- 
brother to  plaster.  Now  it's  the 
odds-on  favorite  of  both  profes- 
sional builders  and  homeowners 
for  walls  and  ceilings. 
The  reason  for  gypsum  wall- 
board's  astonishing  growth  in  pop- 
ularity is  not  only  convenience 
and  economy.  In  addition,  now 
there's  not  just  one  gypsum  wall- 
board,  there  are  many.  Each  engi- 
neered to  meet  a  special  problem. 
As  in   all   construction   work, 
proper  installation  is  the  most 
critical  factor,  so  select  your  con- 
tractor carefully. 

IThe  gypsum  sandwich.  Gyp- 
sum wallboard  is  like  a  sand- 
wich, with  special  selected 
papers  for  the  bread  and  gypsum 
stucco  for  the  filling. 
Inexpensive,  lightweight  and  easy 
to  work— the  only  cutting  tool 
needed  is  a  scoring  or  utility  knife 
—gypsum  boards  are  used  to  re- 
cover old  walls  as  well  as  in  new 
construction.  They  are  usually 
sold  in  panels  4  feet  wide  by  7  to 
16  feet  long.  It's  best  to  use  the 
largest  size  practical  on  a  wall  so 
that  there  are  fewer  joints  to  fin- 
ish off. 

The  edges  of  gypsum  board  may 
be  square,  beveled  or  tapered.  The 
last,  the  tapered  edge,  is  the  one 


used  in  the  most  common,  tape- 
and-compound  method  of  conceal- 
ing and  remforcing  joints. 

2  The  thicker,  the  quieter. 
Gypsum  board  panels  come 
in   various  thicknesses: 
V4  inch,  %  inch,  V2  inch  and  % 
inch. 

The  V2  inch  thickness  is  favored 
in  most  new  construction.  How- 
ever, as  you  would  expect,  the 
%  inch  thickness  will  reduce  noise 
more  between  rooms.© 
Common  sense  is  the  rule  in  de- 
ciding on  thickness.  If  the  wall 
behind  the  new  wall  is,  say  con- 
crete block  (as  in  a  basement),  the 
V2  inch  — or  even  %  inch— thick- 
ness is  probably  adequate.  But  if 
both  sides  of  the  wall  are  to  be 
gypsum  board— and  the  wall 
separates  a  bedroom  from  a  liv- 
ing area— we'd  recommend  the  % 
inch  thickness  as  a  minimum. 

3  How  not  to  hear  the  kids* 
hi-fi.  With  %  inch  (or  two 
plies  of  %  inch  or  V2  inch) 
panels  on  both  sides  of  the  wall, 
you've    eliminated    conversation 
noise  and  more,  but  what  about 
occasional  family  fights  or  a  blar- 
ing hi-fi? 

To  muffle  that  problem,  first  cover 
both  sides  of  the  studs  with  a  spe- 
cial  sound-deadening  gypsum 
board  as  an  underlayment.  On 
top,  install  the  finished  panels  as 


usual.  Properly  installed,  the  re- 
sult will  be  a  wall  with  an  STC 
(Sound  Transmission  Class)  rating 
of  45  to  47,  At  that  level,  you'd 
have  to  yell  to  be  heard  on  the 
other  side  of  the  wall.© 
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2"  X  4"  WOOD  PLATE 


4  Tackling  that  old  enemy, 
fire.  We're  not  out  to  knock 
wood.  Or  wood  paneling  as 
such.  But  fire  is  a  threat,  and  is 
worth  a  second  thought. 
If  you've  got  your  mind  set  on 
wood  paneling  nonetheless,  a  good 
idea  would  be  to  back  up  the  panel- 
ing with  noncombustible  gypsum 
board.  This  would  at  least  provide 
fire  resistance  between  rooms— 
as  well  as  resistance  to  sound  trans- 
mission, of  course.  0 
For  those  whose  first  considera- 
tion is  fire  resistance,  there's  a 
type  of  gypsum  board  with  a  spe- 
cially formulated  core  that  dra- 
matically increases  its  protective 
qualities. 
In  one  recommended  system,  the 


wall  is  first  covered  with  V4  inch 
gypsum  sound-deadening  under- 
layment,  which  is  of  course  fire 
resistant  itself.  Then  the  wall  is 
finished  off  with  the  special-core, 
%  inch  fire-rated  panels.  The  re- 
sult is  a  wall  that  is  soundproof 
and  has  a  fire  rating  of  1  hour.  0 

5  Happiness  is  a  dry  wall. 
Next  to  fire,  moisture  is 
probably  a  house's  dead- 
liest enemy.  Here  again,  gypsum 
wallboard  can  help. 
If  the  new  wall  is  being  placed 
against  an  outside  wall,  get  gyp- 
sum wallboard  with  an  aluminum 
foil  backing.  It  will  provide  not 
only  excellent  insulation  but  an 
effective  vapor  barrier  as  well.© 
For  walls  which  are  to  be  tiled, 
as  in  bathrooms  and  kitchens,  be 
sure  to  use  the  special  gypsum 
wallboard    with    a    moisture- 
resistant  Qore  and  face  paper.  It 
provides  a  permanent  backing  for 
ceramic,  metal  or  plastic  tiles.© 

6  No  painting,  no  repainting. 
Along  with  convenience 
foods  there  are  convenience 
walls.  Automatic  walls. 
Although  the  real  story  of  gypsum 
board  is  its  technical  improve- 
ments, the  designers  have  been 


busy  as  well.  Nowadays  you  can 
get  gypsum  wallboard  panels  al- 
ready covered  with  tough,  wipe- 
able  vinyl  in  more  colors  than  any 
rainbow— and  wood  grains,  too.© 
These  vinyl-covered  panels  can  be 
nailed  to  studs  like  regular  gyp- 
sum boards,  applied  adhesively, 
or  laminated  to  a  gypsum  backing 
board. 
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7  A  slur  corrected.  "Nail- 
pops"  a  common  wallboard 
complaint,  aren't  caused  by 
wallboard  at  all.  If  the  wrong 
nails  are  used,  the  panels  may 
come  loose  more  easily,  but  even 
then  it's  not  the  fault  of  the  wall- 
board. 

Actually,  the  most  frequent  causes 
of  nail-pops  are  in  the  wall  fiame 
— an  uneven  top  plate,  studs  which 
are  not  aligned,  and  twisted 
studs.  Also,  if  the  framing  lumber 
has  not  been  dried  thoroughly, 


shrinking  may  force  the  nails  to 
pop. 

To  prevent  nail-pops,  use  only  lum- 
ber that  has  been  properly  dried 
in  the  first  place.  Then,  as  an  ex- 
tra precaution,  the  lumber  should 
be  stored  inside  the  house  for 
several  days  to  a  week  before  ac- 
tually constructing  the  frames. 
Finally,  check  to  make  sure  the 
frame  is  even  before  the  wall- 
board  is  installed. 


Flintkote,  which  began  as  a  roof- 
ing company,  now  makes  an  enor- 
mous range  of  products  for  almost 
any  conceivable  building  or  con- 
struction project.  To  mention  only 
a  few: 

Highways  •  Shopping  centers  • 
Airports  •  Office  buildings  • 
Homes  •  Apartment  buildings  • 
Factories  •  Bridg(;s  •  Dams 
In  addition,  Flintkote  is  a  leading 
supplier  of  contract  construction 
services  on  such  projects  as  high- 
ways, water  treatment  plants, 
waste  disposal  systems  and  ma- 
rine construction. 

The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


Nobody's  got  more  products  to  build  with.    FLiNTKOTg 


® 


Tel  A  viv  Takes  a  Fling 

Israel  isn't  all  armaments  and  aus- 
terity and  kibbutzim.  Its  stock  ex- 
change has  been  having  quite  a  fling. 


If  you're  looking  for  action,  Tel  Aviv 
may  be  the  place  for  you.  While  the 
New  York  Stock  Exchange  keeps  wan- 
dering around  in  circles,  getting  no- 
where, the  Tel  Aviv  Stock  Exchange 
is  jumping.  In  the  past  12  months,  the 
average  price  of  the  80  stocks  listed 
there  has  soared  over  100%.  Examples: 
Israel  Land  Development  has  moved 
from  19  cents  a  share  to  56  cents  and 
American  Israeli  Paper  from  38  cents 
to  $1.70. 

You  may  have  trouble  finding  the 
Tel  Aviv  Stock  Exchange.  It  doesn't 
have  a  building  of  its  own;  it's  on  the 
sixth  floor  of  a  commercial  building. 
Even  some  of  the  other  tenants  aren't 
aware  of  its  existence. 

You  squeeze  into  a  dilapidated  ele- 
vator and  creak  upward.  You  have  to 
squeeze  in  because  the  elevator  was 
built  for  only  four  or  five  passengers, 
but  it  always  has  to  carry  seven  or 
eight.  When  you  reach  the  exchange 
floor,  you  find  yourself  in  a  small, 
oval-shaped,  fluorescent-lighted  room. 
One  recent  summer  day  the  air-con- 
ditioning had  conked  out  and  fans 
were  whirring  all  around. 

In  the  center  of  the  room,  30  or 
so  men  and  women  are  sitting  around 
a  long  table.  The  men  are  coatless  and 
tieless,  wearing  short-sleeved  shirts; 
the  women  are  dressed  with  equal  in- 


formality. They  are  gesticulating  and 
shouting  at  each  other  in  Hebrew. 
Sometimes  they  get  so  excited  they 
leap  from  their  chairs.  The  place  is  a 
complete  bedlam. 

That's  because  the  Tel  Aviv  Stock 
Exchange  seems  to  operate  more  like 
an  over-the-counter  market  than  an 
auction  market,  although  technically 
it  is  neither.  Suppose  you're  an  inves- 
tor and  you  want  to  buy  100  shares  of 
a  certain  stock.  You  place  an  order 
through  your  bank  (in  Israel,  banks 
can  accept  orders  for  securities).  You 
say  you  want  to  buy  them  at  12.  You 
may  say  that  you  won't  pay  a  penny 
more  for  them.  Or  you  may  allow  the 
floor  trader  for  the  bank  to  use  his 
discretion  in  striking  a  bargain  with 
the  seller. 

Those  men  and  women  around  the 
long  table  are  the  equivalent  of  both 
floor  traders  and  specialists.  They  all 
represent  banks  and  institutions;  in  Is- 
rael, virtually  only  banks  and  institu- 
tions hold  seats  on  the  exchange. 

And  that's  what  all  the  shouting  is 
about.  Someone  has  a  buy  order  at 
12.  Several  other  traders  have  sell  or- 
ders at  I2J2.  So  they  bargain.  Some- 
times they  get  so  excited  they  start 
yelling  at  each  other.  There  are  three 
people  at  the  end  of  the  table,  repre- 
senting the  exchange,   who  serve  as 


In  A  Country  where  the  average  man  still  prefers  to  put  his  money  in 
real  estate,  the  Tel  Aviv  Stock  Exchange  is  obscurely  tucked  away  on  the 
sixth  floor  of  a  commercial  building.  But  the  speculators  have  found  it. 


arbiters  when  the  argument  becomes 
too  heated. 

Action?  Says  Dr.  David  Ottensosser, 
the  exchange's  executive  director,  an 
urbane,  scholarly  man,  who  learned 
about  stock  trading  on  the  Amster- 
dam exchange:  "The  volume  increases 
have  been  nothing  short  of  spectacu- 
lar, running  some  nine  times  above 
what  they  were  a  year  ago.  Dollar 
trading  volume  in  ordinary  shares  in 
<the  first  six  months  of  1972  is  some 
$77  million,  vs.  around  $7  million  in 
the  same  period  of  1971."  Behind  the 
boom  is  optimism  spurred  by  record 
corporate  profits  reported  for  1971. 
But  Israel's  20%  devaluation  in  Au- 
gust 1971,  says  Dr.  Ottensosser,  "was 
the  shocker  that  forced  investors  to 
look  around  for  a  way  to  protect  them- 
selves against  the  ravages  of  infla- 
tion and  an  increased  money  supply." 

The  attractiveness  was  further  en- 
hanced by  the  fact  that  Israel  imposes 
no  capital  gains  tax  on  listed  stocks. 
Furthermore,  since  there  is  a  law  on 
the  books  encouraging  capital  invest- 
ment in  Israel,  there  are  no  restrictions 
on  foreigners  getting  their  money  out 
in  whatever  currency  they  choose  at 
the  official  rate  of  exchange.  Nor  does 
the  U.S.'  11J«%  interest  equalization 
tax  on  foreign  investment  by  Ameri- 
cans apply  to  investments  in  Israel, 
because  it  is  classified  as  a  less  than 
fully  developed  country. 

Foreign  Aid 

Foreign  investors  have  become  a 
major  factor  in  pushing  up  volume 
and  prices  on  the  Tel  Aviv  exchange. 
Last  year  most  of  the  buying  was  be- 
ing done  by  Israeli  institutions,  banks 
and  provident  (pension)  funds.  But 
in  the  last  few  months  the  lead  has 
been  taken  by  newcomers,  including 
150-odd  U.S.  investment  clubs  spon- 
sored by  Jewish  organizations  like 
B'nai  B'rith  that  have  been  buying 
Israeli  securities. 

The  U.S.  equalization  law  may  not 
apply  to  Israeli  investments,  but  an 
older  equalization  law  does,  to  wit: 
The  more  frantic  a  speculative  boom 
becomes,  the  greater  is  the  likelihood 
of  a  collapse.  Already  the  first  signs 
of  trouble  are  appearing.  Yields  have 
fallen  sharply  as  prices  have  soared, 
and  are  now  running  around  6%  to 
8%,  as  compared  with  10%  to  12%  be- 
fore the  boom.  And  more  important, 
some  observers  see  business  possibly 
topping  out  later  in  the  year.  Accord- 
ing to  a  leading  Israeli  banker,  build- 
ing is  starting  to  show  signs  ol  a  slow- 
down in  starts;  and  building,  he  re- 
marks, "is  to  Israel  what  aulos  are  to 
the  U.S."  Will  the  boom  lead  to  bust? 
Probably,  but  who  can  blame  the  Is- 
raelis for  having  a  spectacular  fling 
after  so  many  years  of  austerity?  ■ 
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Waking  Up 

The  mutual  life  companies  have 
long  been  a  pretty  sleepy  lot. 
But  look!  There's  New  England 
Mutual  learning  about  leverage. 

The  nation's  life  insurance  compa- 
nies, whose  share  of  U.S.  savings  has 
shrunk  from  54%  to  18%  since  the  end 
of  World  War  II,  have  rarely  been 
called  overimaginative.  And  that  went 
in  spades  for  the  mutual  life  compa- 
nies, which  lacked  the  spur  of  dis- 
gruntled shareholders. 

But  the  last  few  years  have  seen 
some  changes,  even  among  the  mu- 
tual companies.  Some  have  gone  into 
open-end  funds;  others  sponsored  real 
estate  investment  trusts  (REITs); 
one— Massachusetts  Mutual— launched 
a  $100-million  closed-end  fund  for 
private  placements  {see  p.  66).  Earlier 
this  year  big  ($3.8-billion  assets)  New 
England  Mutual  Life  unsheathed  a 
new  weapon:  leverage.  It  floated  a 
$50-million  debenture  issue,  the  first 
debt  securities  a  mutual  life  insurance 
company  sold  to  the  public. 

Why  debt?  New  England  Mutual 
Treasurer  John  Ex  Rogers,  who  orig- 
inated and  executed  the  idea,  gives  a 
disarmingly  simple  answer:  "We  bor- 
rowed the  money  at  roughly  7.5%.  We 
lend  it  out  at  a  minimum  of  8.5%." 
The  money  is  going  primarily  into  real 
estate,  wliere  New  England  Mutual 
invested  $145  million  last  year  at  an 
average  9.4%  return. 

But  why  debentures  instead  of  an 
REIT?  Says  Rogers:  "The  usual  REIT 
management  fee  is  1%.  Our  spread 
will  be  at  least  that.  Moreover,  we 
get  100%  of  the  equity"— meaning 
the  equity  kicker  that  insurance  com- 
panies strive  for  with  every  loan.  And 
there  are  other  advantages:  "Putting 
that  money  into  our  investment  pot  is 
no  strain;  your  overhead  is  spread 
very  thin.  With  an  REIT,  expenses 
don't  wash  away.  You  have  to  have  a 
whole  separate  accounting  system." 

Why,  then,  did  other  mutuals  go 
the  RpIT  route?  "You've  got  to  real- 
ize," says  Rogers,  "that  there  has  been 
a  stigma  among  life  companies  about 
borrowing  long  term.  It  meant  you 
were  in  trouble." 

New  England  Mutual  so  far  has 
committed  three-fourths  of  the  de- 
benture money,  at  spreads  "comfort- 
ably above  1%."  In  fact,  it  may  well 
come  back  to  the  money  market  soon 
for  more.  "That  first  offering,"  remarks 
one  analyst,  "was  more  like  putting  a 
toe  in  the  water  than  swimming  the 
English  Channel."  Rogers  will  only 
say,  with  a  smile,  "Fifty  million  is  not 
our  debt  capacity."  ■ 


T/iis  announcement  is  not  an  offer  to  sell  or  a  solicitation  oj  an  offer  to  buy  these  securities. 
Not  a  New  Issue 


1,200,000  Shares 


Johnson  &  Johnson 


Common  Stock 

(Par  Value  $2..50  Per  Share) 


Price  $125  per  Share 


Kuhn,  Loeb  &  Co. 


August  17,  1972 


The 
Doctor 
is  in... 

A  SHIP  MAKES  HIS  HOUSE  CALLS 

The  man  shown  is  a  teacher.  He  gets 
no  pay.  All  he  gets  is  the  satisfac- 
tion of  knowing  that  because  he  cares 
and  sacrifices,  sick  people  are  re- 
stored to  health  and  live  happier, 
more  productive  lives. 

He  is  also  a  doctor ...  an  Amer- 
ican ...  a  '"Hopie."  If  "Hopie" 
sounds  just  the  least  bit  funny,  the 
service  he  performs  in  developing 
countries  is  a  serious  business  indeed. 
His  kind  has  traveled  to  Asia,  Africa 
and  Latin  America,  training  local 
doctors  and  nurses  and  bringing  med- 
ical aid  to  those  who  desperately 
need  it  .  .  .  all  part  of  a  unique  self- 
help  project  we  call  HOPE. 

This  doctor  and  hundreds  of  his 
fellow  professionals  have  volunteered 
their  time  and  abilities  to  serve  on 
the  world's  first  peacetime  hospital 
ship,  the  S.S.  HOPE.  They  go  forth 
as  teachers  . .  .  and  their  legacy  bene- 
fits generations  yet  unborn. 


Still  other  "Hopies"  are  at  home 
training  disadvantaged  Mexican- 
Americans  and  American  Indians  for 
health  careers. 

Send  your  share  .of  hope  today. 


PROJECT 


lORn  7n  A  DECADE   OF  HOPE 
laDU'/U  A  LEGACY  OF  HEALTH 


DEPT.  A,  WASHINGTON,  D.C.  20007 
Your  Contribution  is  Tax  Deductible. 
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Faces  Behind  the  Figures 


Money's  the  Least  of  It 

Sitting  militaiy-straight  in  his 
chair,  looking  rather  like  a  smaller 
version  of  Charles  de  Gaulle,  Gen- 
eral Georges  F.  Doriot  complains 
that  Wall  Street  is  fouling  up  the 
venture  capital  business. 

General  Doriot,  72,  is  dean  of 
U.S.  venture  capitalists.  Bom  in 
France,  he  became  a  brigadier 
general  in  the  U.S.  Army,  later 
helped  start  the  famous  American 
Research  &  Development  Corp.  and 
taught  to  overflow  classes  at  the 
Harvard  Business  School.  At  72,  he 
is  retired  but  not  retiring.  Com- 
plains he,  in  his  precise  but  French- 
accented  English: 

"Many  of  the  so-called  venture 
capital  companies  seem  to  regard 
venture  capital  investing  as  a  new 
method  of  stock  speculation. 

"I  don't  know  anyone  on  Wall 
Street  who  ever  built  a  company. 
They  simply  furnish  money,  and 
that's  the  least  important  part  of  it. 

"When    the    management    of    a 


new  company  starts  paying  a  good 
deal  of  attention  to  the  stock  mar- 
ket, it  is  probably  an  indication 
they  will  go  bust." 

What  about  the  Securities  &  Ex- 
change Commission?  Here  the 
General's  tongue  is  sharpest: 

"I  testified  before  the  SEC  re- 
cently and  I  told  them  I  could  dic- 
tate right  before  them  the  pros- 
pectus for  any  hot  issue:  We  have 
a  product  but  we  don't  know  what 
it  is.  We  have  no  belief  it  will  ever 
work.  If  it  does  work,  we  don't 
know  how  to  make  it.  If  we  make  it, 
we  don't  think  it  will  be  profitable. 
We  have  200,000  companies  com- 
peting against  us.  We  are  quite 
certain  we  will  never  pay  dividends 
or  repay  our  bank  loans.  When  I 
finished,  I  said  to  the  SEC,  you 
would  approve  that,  wouldn't  you? 
And  they  finally  said,  yes,  we 
would.  That  is  full  disclosure." 

In  fact,  says  Doriot,  the  SEC  is 
one  reason  he  merged  ARD  into 
Textron  t^is  year:  As  part  of  Tex- 
tron, an  industrial  company,  it  no 


longer  falls  under  the  SEC  and  the 
Investment  Company  Act  of  1940. 
Not  only,  he  says,  can't  the  SEC 
prevent  shoddy  merchandise  from 
coming  to  market,  it  hinders  good 
merchandise  with  red  tape. 

"The  future  of  venture  capital  be- 
longs in  an  industrial  environment," 
he  says,  not  on  Wall  Street,  not  in 
the  hands  of  the  SEC.  ■ 


Up  from  the  Farm 

J.  Paul  Lyet  was  at  Sperry  Rand 
for  29  years  before  he  became  chief 
executive  officer  last  July,  but  that 
doesn't  mean  he  climbed  up  the 
ladder  rung  by  rung.  For  27  of 
those  years,  Lyet  stayed  put,  tend- 
ing Sperry  Rand's  New  Holland 
farm  machineiy  operations.  Sud- 
denly, in  1970  he  became  an  execu- 
tive vice  president.  A  year  later,  he 
was  president.  Exactly  a  year  after 
that,  J.  Frank  Forster  died  after  a 
motor  car  accident,  and  Lyet  took 
over  Forster's  job  as  CEO. 

While  limning  New  Holland, 
Lyet  did  a  good  deal  of  trouble- 
shooting for  Sperry  Rand.  And  be- 
fore he  joined  the  company,  he 
proved  that  he  was  an  imaginative, 
daring  entrepreneur.  A  certified 
public  accountant  by  profession,  in 
1943  he  quit  accounting  to  join 
five  other  men  in  a  venture  capital 
group  that  in  three  years  launched 
31  companies.  Their  biggest:  New 
Holland,  which  they  sold  to  Sperry 
Rand  in  1947  for  $13.6  million. 

Can  an  entrepreneur  find  hap- 
piness running  a  vast,  diverse  com- 
pany? In  the  mid-Sixties,  the  com- 
pany got  on  track  by  gradually 
dropping  profitless  defense  work 
and  going  big  in  computers.  By 
that  move,  in  five  years  it  nearly 


quadrupled  earnings  on  a  41%  gain 
in  sales.  In  the  last  three  years, 
however,  sales  have  climbed  only 
marginally,   to   $1.8   billion,   while 


Lyet  of  Sperry  Rand 


earnings  have  skidded  to  $60.8  mil- 
lion, or  $1.77  a  share.  Japanese 
competition  has  driven  its  Reming- 
ton typewriter  division  into  the  red, 
while  price  cuts  and  inventory 
blockages  have  beset  its  farm  ma- 
chinery and  its  Vickers  hydraulic 
pump  divisions. 

Not  the  least  of  Speriy  Rand's 
problems  has  been  its  Univac  com- 
puter division,  which  produces  40% 
of  the  company's  revenues.  Last 
fall,  when  its  customers  started 
reneging  even  on  freshly  signed 
contracts,  there  were  some  who 
wondered  whether  Sperry  Rand 
would  follow  RCA  and  General 
Electric  out  of  computers. 

It  didn't.  Instead,  it  took  a  $120- 
million  gamble  by  assuming  RCA's 
unfilled  commitments  to  its  500 
computer  customers.  Now  it's  Lyet's 
job,  among  others,  to  make  that 
gamble  pay  off. 

He  thinks  he  can,  and  he's  al- 
ready looking  beyond  Univac.  He's 
eager  for  acquisitions,  possibly  here 
in  peripheral  computer  equipment 
and  certainly  abroad,  where  he  has 
already  bought  Clacyson,  Europe's 
second-largest  manufacturer  of 
combine  harvesters.  "Maybe  we'll 
try  a  service  industry,"  he  says. 

He  plans  to  move  quickly.  "The 
time  to  act,"  he  says,  "is  when  the 
economy  is  looking  up."  ■ 
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Colorado  meat  packers 
have  a  prime  reason  for 
shipping  their  steaks 
Burlington  Northern:  We 
take  them  915  miles  to  Chicago 
marketsf  or  about2^  apound. 

We  trim  their  shipping 
costs  down  to  the 
bone  by  keeping 
our  railroad  up 
to  the  minute. 


BURLINGTON 
NORTHERN 


Whether  you're 
shipping  steaks  or  brakes 
or  cornflakes,  you  owe  it 
to  yourself  to  find  out  how  a 
modern  railroad  can  help  you 
hold  the  line  on  distribution 
costs.  Everybody's  looking 
for  a  better  way 
to  go. 

Maybe  we've 
got  yours. 


The  better  we  get,  the  better  it  is  for  you. 


Faces  Behind  the  Figures 


Genteel,  but  Not  Gentle 

Upon  meeting  Charles  Brelsford 
McCoy  ("Brel"  to  his  friends),  63, 
what  first  comes  to  mind  is:  Here's 
the  quintessential  bureaucrat.  He 
murmurs  an  apology  for  keeping 
his  visitor  waiting  (an  unexpected 
funeral  had  altered  the  morning 
schedule)  and  then  spends  the  next 
90  minutes  adroitly  keeping  the 
conversation  rather  general.  But 
then,  you  wouldn't  expect  a  flam- 
boyant type  at  the  head  of  E.I. 
du  Pont  de  Nemours. 

In  his  genteel  way,  McCoy  has 
moved  the  giant  chemical  company 
a  good  way  oflF  dead  center.  Suffi- 
ciently so  that  du  Pont  was  in  great 
shape  to  cash  in  on  the  pickup  in 
the  economy.  Its  earnings  climbed 
27%  in  1972's  first  half-to  $3.46  a 
share.  The  earnings  gain  was  more 
than  double  the  gain  in  sales— to 
$2.2  billion— which  shows  that  du 
Pont  now  has  the  leverage  inherent 
in  the  chemical  business  working 
for  it,  rather  than  against  it.  Its  net 
profit  margin  climbed  from  8.6 
cents  on  the  sales  dollar  to  nearly 
10  cents.  Monsanto's  rose  a  penny 
to  5  cents  while  Allied  Chemical's 
stayed  even  at  4  cents. 

"Beneath  McCoy's  quiet  exterior," 
says  a  top  associate,  "is  a  hell  of  a 
smart  mind,  a  lot  of  experience  and 
a  quality  of  toughness  that  would 
surprise  most  people." 

McCoy's  toughness,  during  his 
first  five  years  as  head  of  du  Pont, 
certainly  surprised  many  people. 
While  keeping  the  company's  fa- 
mous committee  system,  he  brought 
it  much  closer  to  the  daily  din  of 
battle  by  giving  each  of  the  eight 
members  at  least  one  department 
to  be  responsible  for.  He  shook  up 
the  executive  committee  itself,  re- 
placing four  of  its  eight  members 
and  changing  20  of  du  Pont's  25 
department  heads.  No  fewer  than 
60  senior  executives  either  were  re- 
assigned or  retired  early. 

During  these  same  five  years, 
McCoy  has: 

•  Closed  marginal  operations, 
such  as  cleaning  agents  and  black 
powder  (du  Pont's  first  product  in 
1802),  and  cut  11,500  jobs-10% 
of  the  payroll. 

•  Aided  old  and  ailing  lines,  such 
as  dyestuffs  and  fluorocarbons,  by 
building  new  plants  in  Puerto  Rico 
and  Corpus  Christi,  Tex. 

•  Expanded  foreign  investments 
to  $1.5  billion,  vs.  $950  million  five 


McCoy  of  du  Pont 


years  ago.  McCoy  expects  du  Pont 
to  do  25%  of  its  business  abroad  by 
1977,  as  against  18%  ($680  million) 
now.  That  doesn't  count  the  un- 
consolidated $300  million  taken 
mostly  in  Canada. 

•  Diversified  into  higher  mar- 
gined, faster  growth  pharmaceuti- 
cals, medical  instruments,  electron- 
ics and  even  consulting  services.  In 
five  years  du  Pont's  instruments 
sales  have  jumped  from  $200,000 
to  $20  million,  and  a  cUnical  ana- 
lyzer for  hospitals  is  expected  by 
1976  to  gross  $50  million  a  year. 

•  Learned  a  lesson  from  Corf  am. 
By  insisting  that  du  Pont  first  iden- 
tify a  market  before  fully  develop- 
ing a  new  product  for  it— rather 
than  the  other  way  around— McCoy 
has  axed  a  $250,000  color  preview- 
er,  a  photocopier  and  nylon  win- 
dow shutters. 

What  about  fibers,  still  38%  of 
du  Pont's  business?  Again,  diversi- 
fication and  expansion  abroad  are 
the  keys.  Du  Pont's  fibers  are  go- 
ing big  internationally,  so  if  one 
economy  declines,  others  will  take 
up  the  slack.  McCoy  is  diversifying 
by  taking  advantage  of  du  Pont's 
superb  R&D  on  which  he  annually 


spends  $250  million,  more  than 
Dow,  Monsanto  and  Celanese  com- 
bined. That  allows  du  Pont  to  move 
into  hot  areas— polyester  last  year, 
nylon  this  year— faster  and  with 
more  weight  than  competitors.  In 
short,  flexibility  will  prevent  du 
Pont  being  caught  flat-footed  again, 
as  in  the  price  wars  of  the  Sixties. 

McCoy  is  only  the  second  non- 
du  Pont  to  be  president  in  170 
years.  Joining  the  company  in  1932 
as  a  cellophane  operator,  he  dog- 
gedly worked  through  six  depart- 
ments. His  father  was  a  director, 
although  not  a  du  Pont,  which  is 
what  counts  in  Wilmington,  Del. 
But  the  family  influence  seems  to 
be  waning.  Only  one  du  Pont, 
Irenee,  52,  still  holds  a  high  posi- 
tion, senior  vice  president,  in  the 
company.  For  decades  the  family 
controlled  du  Pont  through  its 
ownership  of  Christiana  Securities. 
McCoy  has  set  the  terms  for  a 
merger  of  Christiana  into  du  Pont— 
the  family  will  now  hold  its  du 
Pont  shares  directly.  Thus,  the 
family  stockholdings-though  ob- 
viously still  influential— no  longer 
carry  absolute  control.  McCoy's  ac- 
tions speak  louder  than  his  words.  ■ 
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TAIES  OF  INTRIGUE, 

HEROISM,  SUSPENSE, 

AIIIIBmON,TERROR, 

AND  HIGH  ADVENTURE. 


Up  at  the  top,  business  is  a 
battle,  and  the  higher  you  go 
the  hotter  it  gets.  To  be  a  top 
executive  you  need  more 
than  technical  know-how.  So 
besides  arming  our  readers 
with  basic  facts  and  figures, 
we  report  the  whole  drama 
of  business  in  its  true 
perspective  —  an  interlocking 
of  events  shaped  by  flesh- 
and-blood  people. 

You  know  what  we  mean. 
The  constant  clashing  of 
personalities  and  ideas  and 
judgments.  The  cajoling  and 
muscling  and  maneuvering 
and  innovating  that  make  things  happen. 
Or  not  happen. 

In  a  nutshell,  Business  Week  Is  written  to 
give  management  men  the  big  picture.  Fast. 
Without  technical  jargon.  Emphasizing  the 
new  ideas  and  trends  and  the  thinking  behind 
the  scenes. 

And  because  so  frequently  there's  a 
dominant  personality  behind  the  news,  our 
stories  are  frequently  barings  of  the 
philosophies  and  tactics  and  quirks  of  the 
heroes  and  anti-heroes  of  business. 

To  give  you  an  idea  of  what  we  report 
and  how  we  report  it,  here  are  a  few  of  the 
articles  you  could  have  read  recently  in 
Business  Week: 

A  Company  Hunter  Seeks  More  Trophies. 
CIT:  The  Tactics  Of  A  Major  Turnaround. 
Merriam:  ITTs  Man  In  The  Middle.  A 
Swinger  Tries  To  Cure  Chevy's  Ills.  Why  The 
Financial  Man  Calls  The  Plays. 


Madison  Avenue's 
Response  To  Its  Critics. 
A  Maverick  Oilman  Battles 
The  Majors.  Pepsi  Swings 
Into  The  Wine  Generation. 
Dr.  Land  Redesigns  His 
Camera  Company.  The 
Money  Man  For 
McGovern.  The  Executive 
Struggle  At  Krupp. 

The  thing  is,  we  report 
the  kind  of  news  that's 
exciting  to  businessmen. 
And  makes  them 
better  men  for  reading  it. 
Obviously  our  readers 
agree.  Surveys  show 
that  Business  Week  subscribers  spend  an 
hour  and  a  half  with  each  issue. 

And  our  subscribers  are  not  average  men. 
Over  130,000  of  them  are  presidents  or 
owners  of  companies.  And  all  told,  about  9 
out  of  10  are  in  top  or  middle  management. 

If  your  job  depends  on  knowing  all  the 
really  important  business  news,  send  the  reply 
card.  We  promise  to  give  you  more  business 
news  than  any  other  general  business 
magazine.  And  we  promise  not  to  bore  you. 

That's  a  lot  to  deliver  for  less  than  a 
quarter  a  week.  It  can  make  you  a  more 
intriguing  businessman  yourself.  And  might 
even  help  you  become  somewhat  of  a  terror. 
(Note:  If  reply  card  is  missing,  send  your 
name,  address,  company  name  and  your  title 
to  Business  Week,  P.O.  Box  506,  Hightstown, 
N.J.  08520,  along  with  $12  for  a  52-issue 
subscription.  Or  if  you  prefer,  we'll  bill  Wl^'M 
you  later.)  jif|j| 


Faces  Behind  the  Figures 


Weighed  Down  by  Armour? 

When  it  fought  off  General  Host 
for  control  of  Armour  &  Co.,  many 
people  wondered  what  Greyhound 
wanted  with  the  big,  low-margined 
meat-packer.  But  Greyhound  Chair- 
man Gerald  H.  Trautman  felt  the 
acquisition  would  speed  Grey- 
hound's growth  by  getting  it  into 
consumer  products.  What  particu- 
larly caught  his  eye  was  the  Ar- 
mour-Dial division,  with  its  special- 
ty foods  and  successful  Dial  per- 
sonal-care products. 

When  Trautman  recouped  $215 
million  of  the  $388  million  he  paid 
for  Armour  by  selling  off  several  of 
its  properties,  he  seemed  to  have  a 
real  bargain.  Even  after  he  spent 
$100  million  building  new  Armour 
plants  and  modernizing  old  ones, 
his  stake  was  only  $273  million, 
which  last  year  earned  him  $26.6 
million,  a  9%  return.  As  a  result, 
Greyhound's  own  earnings  jumped 
to  $70.5  million  from  $43.9  million 
before  the  takeover,  or  from  $1.35 
to  $1.76  per  share. 

But  what  really  excited  Traut- 
man was  the  hope— one  that  has 
lured  so  many  acquisitors  toward 
meat-packing— that    he    could    im- 


Trautman  of  Greyhound 

prove  margins  in  Armour  Foods' 
fresh  meat  operation.  To  that  end, 
he  closed  down  old  plants,  built 
new  ones,  modernized  others, 
slashed  almost  $1  million  from  sal- 
ary costs.  Result:  Last  year  the  mar- 


gins showed  a  slight  improvement. 

Unfortunately,  they  were  still 
only  0.8%,  so  slim  as  to  be  vulner- 
able to  the  least  adversity.  This 
year's  adversity  is  price  controls. 
"Right  now  the  food  operation  is 
f  having  a  tough  time,"  says  Traut- 
man, "in  large  part  due  to  the  Price 
Commission.  We  are  operating  with 
our  prices  frozen,  but  without  raw 
materials  prices  frozen.  Both  Ar- 
mour Foods  and  Armour-Dial  have 
been  hurt  substantially.  The  way 
the  Price  Commission  has  treated 
Armour-Dial  is  disgraceful." 

Already,  in  this  year's  first  half 
Armour  Foods  and  Armour- Dial  have 
dragged  companywide  earnings  per 
share  down  to  60  cents  from  65 
cents  for  the  same  period  last  year, 
with  no  improvement  in  sight.  In- 
deed, Armour  Foods  and  Armour- 
Dial  results  are  likely  to  offset  the 
improvement  Greyhound  expects 
from  its  bus  and  leasing  operations. 

Trautman  is  still  optimistic.  "Ar- 
mour Foods  has  a  big  volume,"  he 
says.  "If  you  can  double  the  mar- 
gin, you  have  a  real  bonanza.  This 
is  what  we  are  aiming  for  in  our 
five-year  forecasts." 

But  so  far,  the  hoped-for  bonan- 
za has  been  a  will-o'-the-wisp.  ■ 


Of  Bunions  &  Sandals 

If  your  company  is  lucky  enough 
to  have  a  household  name  identi- 
fied with  its  product,  that's  good. 
But  what  if  the  products  have  un- 
pleasant connotations,  like  bunion- 
relievers,  for  example?  That's  what 
William  H.  SchoU  admits  he  faced 
in  early  1968,  when  he  took  over 
as  president  of  Scholl,  Inc.  after  his 
uncle,  the  founder  and  original  Dr. 
Scholl,  died  at  85. 

Young  SchoU's  aim  has  been  to 
expand  by  getting  more  people  to 
think  of  other  things  than  bunions 
and  flat  feet  when  they  hear  the 
name.  He  has  done  pretty  well  so 
far,  with  an  average  12%  annual 
sales  growth  since  1967  to  last 
year's  $110  million.  Despite  start- 
ing up  two  plants  and  a  big  com- 
puter operation,  he  made  a  re- 
spectable 15%  on  equity  last  year 
and  is  doing  even  better  this  year. 
Scholl  stock,  traded  over-the-coun- 
ter, has  risen  this  year  to  45  from 
a  high  last  year  of  26. 

First,  the  Bunion  King  expanded 
"into  the  foot  care  as  well  as  the 
foot  cure  market."  He  is  now  into 


the  likes  of  foot  deodorants,  sup- 
port hose  and  exercise  sandals,  the 
latter  featuring  a  ridge  at  the  front 
of  the  wooden  soles  to  strengthen 
calf  muscles.  Introduced  into  the 
United  Kingdom  in  1966,  last  year 
the  sandals  made  up  $22  million  of 
SchoU's  worldwide  sales,  and  will, 
Scholl  estimates,  sell  a  million  pair 
in  the  U.S.  this  year  at  about  $12 
per  pair.  Now  he's  trying  to  repeat 
in  the  U.S.  market  with  support 
hose  which  sold  $7  million  worth 
in  the  U.K.  last  year. 

But  above  all,  Scholl  is  expand- 
ing the  name,  helped  by  a  heavy 
advertising  campaign  (9%  to  10% 
of  sales)  featuring  such  unstodgy 
items  as  young  girls  wearing  his 
exercise  sandals.  He  explains:  "We 
select  those  products  we  feel  have 
the  greatest  growth  'potential- right 
now,  exercise  sandals,  Air-Pillo  in- 
soles and  foot  antiperspirant  sprays 
—and  promote  them  heavily.  We 
figure  advertising  for  one  product 
rubs  off  on  the  rest."  Expand  the 
Scholl  name  as  he  will,  Sclioll 
plans  to  remain  a  specialist.  He  has 
no  plans  to  move  his  product  lines 
much  above  the  ankle.  ■ 


Scholl  of  Scholl 
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A  Prophet  Is  Without .  .  . 

What  well-known  chairman  of  an 
investment  banking  house  has  1) 
been  thrown  into  jail  three  times 
in  recent  years,  once  for  45  days, 
2)  built  the  world's  most  modern 
capital  city  at  a  cost  of  roughly 
$200  million  and  3)  remained  so 
popular  that  he  would  stand  a 
good  chance  of  being  elected  Pres- 
ident of  his  country  if  free  elec- 
tions were  held  today? 

Answer:  Juscelino  Kubitschek, 
from  1956  to  1960  President  of 
Brazil.  Today,  at  70,  he  is  not  in 
Swiss-bank-financed  exile,  soaking 
up  the  sun  on  the  Costa  del  Sol. 
He  is  in  very  active  nonretirement 
as  chaimian  of  Rio  de  Janeiro's  Ban- 
co Denasa,  a  fast-growing  invest- 
ment banking  house  that  he  found- 
ed five  years  ago  and  which  now 
ranks  tenth  in  a  field  of  40  in  bus- 
tling Brazil  ("Money  Men," 
Forbes,  Aug.  15). 

Free,  but  stripped  of  political 
rights  and  under  police  watch, 
Kubitschek  makes  his  office  in  a 
luxvnious  wood-paneled  suite  over- 
looking the  blue-and-white-tiled 
onion  domes  of  Rio's  posh  Candel- 
laria  Cathedral.  Bustling  about  in 
slippers  while  he  talks,  Kubitschek 
describes  his  precarious  relation- 
ship with  Brazil's  ruling  generals: 
"At  first  the  government  was 
afraid  of  me  politically,  so  they 
throw  me  in  jail,"  he  says.  "But 
when  they  see  I  am  here  quiet, 
working,  working  from  8  o'cloclfc 
in  the  morning  to  8  o'clock  in  the 
evening.  .  .  ."  And  Brasilia?  It  has 
been  eight  years  now  since  he  saw 
it  last,  and  tears  come  to  his  eyes  at 
the  thought. 

Why  stay  in  Brazil  and  remain  a 
virtual  prisoner  in  his  office?  Says 
Kubitschek:  "I  needed  to  be  here. 
To  answer  the  accusations." 

Among  the  accusations:  that  the 
building  of  Brasilia  started  Bra- 
zil'sc  runaway  inflation,  which 
soared  above  80%  in  1963,  just  be- 
fore the  generals  took  over.  "This  is 
just  a  stupidity!"  says  Kubitschek 
heatedly.  "Brasilia  was  the  cheapest 
project  I  started.  It  cost  more  or 
less  $200  million.  The  development 
of  roads,  steel,  electric  power— all 
those  things  cost  more.  Still,  the  in- 
flation rate  was  more  or  less  18% 
when  I  came  in,  12%  when  I  left. 
You  see,  it  was  all  done  with  for- 
eign capital,  not  Brazilian  capital. 

"It  is  ironic,"  he  says.  "Roberto 
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Kub/fsc/iefc  of  Banco  Denasa 


Campos,  my  financial  adviser,  and 
the  International  Monetary  Fund 
wanted  me  to  reduce  inflation  to 
6%.  I  said:  'Impossible!'  You  can- 
not develop  a  country  and  avoid 
inflation  at  the  same  time.  We 
were  producing  only  700,000  tons 
of  steel;  you  were  producing  120 
million  tons.  We  had  only  800  ki- 
lometers of  paved  roads;  you  had 
12  million  kilometers.  We  had 
only  3  million  kilowatts  of  power. 
It  was  terrible! 

"The  inflation  was  the  sickness 
of  a  new  country  like  Brazil  trying 
to  break  this  economic  strangle- 
hold," he  adds. 

"You   know,"  he   says   good-na- 


turedly, "the  other  day  the  Fi- 
nance Minister,  Delfim  Netto,  made 
a  speech  saying  that  20%  inflation 
is  perfectly  compatible  with  de- 
velopment. That  night  I  dined  with 
Roberto  Campos  and  I  asked  him: 
'Did  you  tell  the  Minister  of  his 
eiTor?  He  was  defending  my  theo- 
ry!' But  Campos  doesn't  like  to  dis- 
cuss the  matter  so  much  now." 

So,  Kubitschek  sees  himself  as 
the  man  who  started  the  prosperity 
for  which  the  ruling  generals  are 
reaping  the  reward.  And  yet,  here 
he  is  the  generals'  scapegoat  for 
the  now-slowed  but  still  unpopu- 
lar inflation.  What  irony  history 
has  visited  on  this  man!  ■ 
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The  Funds 


New  Breed 

When  the  investment  history  of 
the  early  Seventies  is  written,  the 
prize  for  useful  originality  could 
well  go  to  that  normally  stodgy  en- 
teiprise,  a  New  England  mutual 
life  insurance  company.  Not  that 
Massachusetts  Mutual  Life,  head- 
quartered in  Springfield,  Mass., 
thinks  of  itself  as  stodgy:  As  the 
tenth-largest  U.S.  life  insurance 
company,  it  has  traditionally  led  its 
industry  in  portfolio  yield,  for  ex- 
ample. And  shortly  over  a  year  ago, 
led  by  its  53-year-old  president, 
James  R.  Martin,  it  came  up  with 
that  rare  bird,  a  new  investing  idea. 

Its  innovation,  called  MassMu- 
tual  Corporate  Investors,  gets  some 
of  its  novelty  from  being  an  invest- 
ment vehicle  open  to  outsiders  but 
sponsored  by  a  mutual  insurance 
company.  But  the  larger  part  comes 
from  the  very  expertise  that  made 
the  parent  company's  portfolio 
yield  outstanding,  namely,  its  skill 
in  inve.sting  its  money  in  highly 
profitable  private  placements. 

MassMutual  Corporate  Investors 
is  a  closed-end  fund  now  engaged 
in  investing  all  its  $94-million  as- 
sets, the  result  of  a  public  flotation 


Doo/ey  of  MassMutual 


in  late  August  of  1971,  in  private 
placements.  Such  private  place- 
ments are  in  efl^ect  loans  to  compa- 
nies that  either  because  of  size  or 
other  considerations  do  not  want  to 
engage  in  a  public  flotation,  or  at 
least  not  just  yet.  For  his  money, 
the  lender  commonly  gets  not  only 
a  good  rate  of  interest  but  some 
kind  of  equity  sweetener,  such  as 
warrants  or  convertibility  into  com- 
mon. Thus,  in  addition  to  a  well- 
secured  payback  at  a  handsome 
return,  there  is  always  the  hope  of 
a  long-term  equity  harvest. 

Massachusetts  Mutual  Life  is 
one  of  the  masters  at  this  game.  Its 
private  placements  grew  during 
the  Sixties  until  they  reached  the 
$200-million  to  $250-million  range 
yearly.  Naturally,  there  was  a  vari- 
ation in  its  total  return,  both  be- 
cause interest  rates  change  over 
the  years  and  because  equity  bo- 
nanzas are  rarer  when  the  stock 
market  is  in  retreat.  But  over  the 
decade  of  the  Sixties  the  parent 
company's  average  totdl  return  was 
about  1I%— 6.5%  from  interest  and 
4.5%  from  equity— with  very  little 
downside  risk.  Says  Richard  Doo- 
ley,  the  parent  company's  vice 
president  who  runs  both  the  fund 
and  the  private  placement  depart- 
ment, "It  becomes  a  game  of  heads 
we  win,  tails  we  don't  lose." 

The    MassMutual    fund    dificrs 


from  a  regular  mutual  fund,  of 
course,  in  that  there  is  no  commit- 
ment to  redeem  shares.  It  differs 
from  a  standard  closed-end  fund 
in  that  there  is  no  market  valuation 
for  most  of  its  investments.  It  dif- 
fers from  a  real  estate  investment 
trust  (of  which  Massachusetts  Mu- 
tual Life  already  has  a  $175-mil- 
lion  example)  in  that  it  does  not  in- 
vest in  real  estate,  and  it  therefore 
has  no  tax-free  depreciation  pay- 
out as  many  REITs  do.  Fund  boss 
Dooley  places  it  "somewhere  be- 
tween a  REIT  and  a  regular  mu- 
tual fund.  It's  a  new  breed." 

\\1ien  a  $94-million-assets  fund 
is  tacked  onto  a  $4.2-billion-assets 
insurance  company,  a  prospective 
investor  in  the  fund  could  be  par- 
doned for  wondering  whether  the 
company's  interests  might  tend  to 
take  precedence  over  the  fund's.  In 
this  case  the  temptation  is  re- 
moved by  a  requiaement,  of  the  Se- 
curities &  Exchange  Commission, 
that  the  company  and  the  fund 
must  invest  jointly  and  equally  in 
every  private  placement  into  which 
the  fund  goes.  And  they  must  also 
get  out  together. 

What,  then,  is  in  it  for  the  insur- 
ance company?  First,  it  gets  a  man- 
agement fee  of  1%  of  the  fund's  as- 


sets, which  means  close  to  $1  mil- 
lion a  year.  But  more  important 
for  the  parent  company  is  the  new 
heft  that  it  gains  in  private  place- 
ments; heft  that  will  better  enable 
it  to  .stand  off  the  challenge  of  still 
larger  insurance  companies  like 
Metropolitan  or  Equitable  or  John 
Hancock  in  the  private  placement 
market.  For  now  the  parent  com- 
pany can  match  its  own  money 
with  that  of  the  fund. 

To  date,  the  fund  has  been  gath- 
ering speed  rather  slowly.  Just  over 
60%  of  its  assets  are  invested  in  pri- 
vate placements,  with  the  rest  due 
to  be  invested  by  .some  time  in  the 
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first  half  of  1973.  It  has  a  few  pret- 
ty deals  already,  notably  its  $6- 
million,  7%  loan  to  American  Broad- 
casting Cos.  that  included  war- 
rants on  50,000  shares  at  48,  about 
$3  above  the  then  market  price.  It 
was  recently  trading  around  74, 
which  means  an  unrealized  capital 
gain  of  $1.3  million. 

This  is  not  a  typical  deal,  how- 
ever. More  common  is  what  Doo- 
ley  calls  a  "leveraged  buy-out," 
that  is,  a  company  being  sold  by 
its  founder  to  its  managers.  The 
fund  and  the  life  insurance  compa- 
ny put  up  the  money  to  swing  the 
deal,  with  the  arrangement  that 
the  company  will  go  public  within 
a  few  years  and  thus  provide  the 
equity  payoff.  The  fund  and  the 
life  insurance  company  expect  to 
cash  in  their  equity  position  by 
"piggybacking"  their  shares  onto 
the  company's  own  offering.  In  one 
firm.  General  Cigar,  maker  of  Ti- 
juana Smalls,  MassMutual  has  an 
even  more  unusual  play.  The  $2.5- 
million  placement  is  in  the  Ex-Lax 
subsidiary,  while  the  25,000  war- 
rants are  in  the  parent  cigar  firm. 

Waiting  for  Sugar 

How  have  the  10,000  investors 
in  MassMutual  made  out?  So  far, 
not  too  well;  the  stock,  which  came 
out  at  25,  recently  sold  over-the- 
counter  at  around  22.  But  there 
are  some  qualifications  worth  mak- 
ing. First,  because  the  fund  was 
unique  and  therefore  difficult  to 
explain,  the  underwriters  demand- 
ed, and  got,  an  unusually  large 
slice-$6  million  of  the  total  $100- 
million  flotation.  This  immediately 
reduced  the  assets  per  share  from 
$25  to  $23.50.  Further,  the  fund's 
payout  of  57  cents  per  share  in  the 
six  months  ended  June  30  was 
trimmed  because  its  assets  are  not 
yet  fully  invested;  and  even  after 
they  are,  it  will  be  two  or  three 
years  ^before  the  equity  sweeteners 
begin* to  pay  off  with  regularity. 

MassMutual  Corporate  Investors 
lacks  the  liquidity  to  be  a  threat  to 
the  mutual  fund  industiy,  and  it  is 
difficult  to  imitate  because  the  pri- 
vate-placement expertise  on  which 
it  is  based  is  hard  to  find  else- 
where. Which  makes  the  fund  just 
what  it  is— an  interesting  sport  that 
is  hard  to  explain  and  often  diffi- 
cult to  measure,  but  one  that  a 
small  group  of  sophisticated  inves- 
tors could  in  the  long  run  find  re- 
markably rewarding.   ■ 


Are  certain 

STEEL  STOCKS 

about  to 

DOIT  AGAIN? 

Specific  research  findings  indicate  that  a  number  of  Steel  Stoclcs  may  now  be  on  the 
threshold  of  a  major  new  growth  upsurge  —  not  unlike  that  of  about  a  decade  ago 
when  their  prices  shot  up  100%  and  more  in  just  a  year  or  two. 

The  new  Steel  situation,  as  we  see  it,  springs  from  three  powerful  underlying  factors 
—  which  will  probably  have  a  markedly  different  impact  on  individual  stocks  in  the 
groxip.  So  it  is  important  not  only  to  stake  out  the  areas  of  greatest  profit  potential 
but  also  to  recognize  the  greater  risk  usually  entailed  when  high  profit  is  sought. 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report  being  released  this 
week.  Besides  giving  you  the  carefully  researched  facts,  this  Report  appraises  re- 
ward/risk factors  and  delineates  which  of  the  following  Steel  Stocks  are  recom- 
mended for  especially  strong  growth  prospects. 


Natl  Steel 

Republic  Steel 

US  Steel 

Bethlehem 

Allegheny  Lud 

Armco  Steel 

Jones  &  Laug 

Lukens  Steel 

Phoenix  Steel 

Inland  Steel 

Alan  Wood 

Kaiser  Steel 

Wheeling  Pitt 

Cyclops  Corp 

interlake 

Bliss  &  Laug 

Continental 

Copperweld 

Latrobe  St 

Carpenter  Teh 

McLouth  Steel 

Steel  Co  Can 

Ampco  Pitts 

Easco  Corp 

NVFCo 

Washgtn  Steel 

CF&I  Steel 

Northwstn  St 

To  receive  the  Steel  Stock  Advisory  Report  and  the  next  four  weekly  releases  of  reg- 
ular service  to  examine  in  privacy  (no  salesman  will  call) — mail  $5,  together  with 
your  name  and  address  on  the  coupon  below. 

Name 


Address. 


City. 


.State. 


-Zip. 


RESEARCH 


Send  to  Dept.  860 

INSTITUTE   INVESTORS   SERVICE 


Research    Institute    Building,    589    Fifth    Ave.,    New    York,    N.  Y. 

Reports  confidential  to  subscribers.  Subscriptions  not  transferable. 


10017 


INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 

Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


^H  m  ^B      "^^   Mail  Coupon  for  Free  Prospectus  and  Literature 

*     T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:301-539-1992 

■  One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 

■  NAME 

■  ADDRESS 


CITY. 


.STATE- 


.ZIP- 
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This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

$130,000,000 

Pennzoil  Louisiana  and  Texas  Offshore,  Inc. 

$130,000,000  Convertible  Subordinated  De'^bentures  due  1979 

(Interest  at  1  %  through  October  31 .  1  975  and  at  6%  thereafter) 

and 
5,200,000  Shares  of  Class  B  Comnnon  Stock,  $1  par  value 

Offered  fn  Units  of  $1,000  principal  amount  of  Convertible  Subordinated 
Debentures  due  1979  and  40  shares  of  Class  B  Common  Stock,  $1  par  value, 
of  Pennzoil  Louisiana  and  Texas  Offshore,  Inc.  The  Class  B  Common  Stock 
and  Debentures  will  be  transferable  separately  immediately  after  issuance. 


Price  $1,000  per  Unit 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


White,Weld  &  Co.  Lehman  Brothers 

Incorporated  Incorporatrd 

Drexel  Firestone  duPont  Glore  Forgan  Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Incorporated  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co.  Paine,Webber,  Jackson  &  Curtis  Salomon  Brothers 

Incorporated 

Shields  &  Company  Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 

A.  G.  Becker  &  Co.  EuroPartners  Securities  Corporation  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Paribas  Corporation    Reynolds  Securities  Inc.    Shearson,  Hammill  &  Co.    SoGen  International  Corporation 

Incorporated 

Swiss  American  Corporation  American  Securities  Corporation  Bear,  Stearns  &  Co. 

Alex.  Brown  &  Sons       Burnham  &  Company  Inc.        CBWL-Hayden,  Stone  Inc.        Clark,  Dodge  &  Co. 

Incorporated 

Dominick  &  Dominick,  F.  Eberstadt  &  Co.,  Inc.  Robert  Fleming  Hill  Samuel  Securities 

Incorporated  Incorporated  Corporation 

W.  E.  Hutton  &  Co.         Kleinwort,  Benson         Ladenburg,  Thalmann  &  Co.  Inc.         F.  S.  Moseley  &  Co. 

Incorporated 

R. W.  Pressprich  &  Co.  Rauscher  Pierce  Securities  Corporation  Rotan,  Mosle- Dallas  Union,  Inc. 

Incorporated 

L.  F.  Rothschild  &  Co.  F.  S.  Smithers  &  Co.,  Inc.  Suez  American  Corporation 

Thomson  &  McKinnon  Auchincloss  Inc.  Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day 

Incorporated 

G.  H.Walker  &  Co.  Walston  &  Co.,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 

Incorporated 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  ^Oepf.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


In  Tune  With  Profits 


During  much  of  this  year  the  stock 
market  refused  to  move  in  tune  with 
profits.  Profits  were  up,  but  stocks  did 
not  respond.  Recently  this  situation 
has  changed.  Investors  apparently  are 
now  convinced  that  the  improvement 
in  earnings  is  real.  Stocks  have  begun 
to  move  in  harmony  with  the  rest  of 
the  economy.  That's  the  big  news 
about  the  stock  market! 

It  now  looks  as  if  earnings  on  the 
DJI  this  year  will  be  $67  a  share  or 
more  against  my  estimate  of  $62  as 
recently  as  mid-June.  The  figure  for 
1971  was^55.09. 

As  early  as  March,  this  column  was 
saying  that  the  market  would  "fuss 
around"  for  a  long  time  without  going 
imder  900  or  through  1000  in  the 
DJI.  The  Dow  did  go  to  900.06  on 
July  18,  but  has  not  gone  higher  than 
980.21.  I  want  to  go  on  record  now 
as  expecting  better  than  1000  soon, 
and  guessing  that  1050  may  be 
reached  before  the  end  of  the  year. 

This  recent  rise  in  the  Dow  has  not 

Mr.  Hooper  it  ■ssociitod  with  tho  Now  York  Stock 
Exchoni*  firm  of  W.E.  Hutton  &  Co. 


been  helped  much  by  the  behavior  of 
the  glamovus  or  the  fast-action  growth 
stocks.  The  issues  which  have  been 
moving  up  are  the  traditional  blue 
chips,  the  international  oils  (see  this 
column  in  the  JuUj  1  issue)  and  the 
cyclicals.  Even  the  performance  mon- 
ey managers,  who  often  are  not  too 
fussy  so  long  as  they  get  action,  seem 
to  be  demanding  more  value  for  their 
confetti  dollars.  Actually,  there  have 
been  some  important  "casualties" 
among  the  growth  stocks,  for  instance. 
Holiday  Inns,  General  Development, 
New  Process,  Skyline,  Bausch  &  Lomb 
and  Levitz  Furniture.  Hot  air,  hopes 
and  the  distant  future  do  not  seem  to 
be  worth  as  much  as  a  few  months 
ago;  good  solid  \alue  is  worth  more. 

Many  people  with  whom  I  talk 
want  to  discuss  the  influence  of  the 
election  on  the  stock  market.  It  does 
not  help  too  much  to  go  back  and 
see  what  stocks  have  done  in  other 
election  years,  because  every  election 
is  difiFerent.  This  year,  the  investment 
public  is  not  so  much  in  love  with 
Nixon  as  it  is  scared  of  McGovem.  As 


things  stand  now,  Ni.xon  is  way  ahead, 
but  that  could  change.  In  the  event 
Nixon  wins,  that  won't  surprise  any- 
one—so it  should  not  be  a  big  price 
influence.  In  the  event  McGovem 
wins,  it  would  be  an  even  bigger 
surprise  than  Truman's  election  in 
1948,  and  the  market  would  probably 
decline  sharpK'. 

In  my  opinion,  the  man  who  wins 
this  election  should  be  consoled  rather 
than  congratulated.  He  faces  a  huge 
budget  deficit  which  the  electorate 
has  created  for  him  by  demanding 
things  the  economy-  can't  afl^ord.  To 
meet  the  deficit,  he  must  either  allow 
inflation  to  speed  up  to  a  point  where 
the  public  will  protest  higher  prices 
and  demand  that  something  be  done 
about  them,  or  he  must  put  the  lid  on 
spending  and  credit  expansion  and 
thus  hurt  business  and  the  security 
markets.  I  don't  think  there  is  any 
middle  ground. 

Nor  as  Goocf  as  '72 

So  I  would  be  less  bullish  rather 
than  more  bullish  as  the  Dow  moves 
above  1000  toward  1100.  I  would 
buy  stocks  now  for  trading  profits, 
rather  than  to  have  and  to  hold  for 
the  long  pull.  In  short,  while  the  im- 
mediate market  outlook  is  good,  I  do 
not  think  1973  will  be  as  good  a  year 
as  1972.  Not  as  good  a  year  for  busi- 
ness and  profits,  and  not  as  good  a 
year  for  the  stock  market.  This,  of 
course,  is  an  opinion,  and  opinions 
have  a  license  to  be  wrong. 
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It's  your 
MONEY ! 

You  don't  have  to  give 
control  of  your  portfolio 
to  someone  else  to  obtain 
competent  investment 
counsel. 

Babson's  offers  you  an  attractive  alterna- 
tive if  you  want  to  give  your  investment 
portfolio  the  benefits  of  professional  in- 
vestment counsel  without  sacrificing  your 
personal  discretionary  powers  over  your 
own  cash  and  securities. 

Furthermore,  if  you  object  to  the  general 
requirement  of  paying  a  counseling  fee 
based  on  a  percentage  of  your  portfolio, 
you'll  find  Babson's  fixed -fee  a  welcome 
contrast. 

At  Babson's  we  concentrate  on  invest- 
ment research,  advice  and  counsel.  We 
are  not  in  any  way  engaged  in  the  bro- 
kerage or  mutual  fund  business.  Asa 
Babson  client  you  will  buy  and  sell 
through  your  present  broker  and  re- 
tain final  approval  over  all  your  trans- 
actions. 

The  Babson  organization's  68  years  ex- 
perience, independent  research  depart- 
ment, modern  in-house  computer  plus 
individual  attention  to  your  portfolio, 
assure  you  of  unbiased,  professional 
investment  counsel  precisely  suited  to 
your  personal  investment  aims  and 
needs. 

The  fee  is  fixed  —  not  computed  as  a  per- 
centage of  the  value  of  your  cash  and  se- 
curities.   Usually  counseling  services  start 
with  a  minimum  fee  and  go  up  from  there. 
Babson's  Appraisal  and  Review  Service  be- 
gins and  ends  with  a  single  universal  fee. 
This  is  the  way  it  has  always  been  at 
Babson's.   We  have  found  that  a  client's 
total  portfolio  value  is  not  necessarily  the 
governing  factor  in  determining  our  costs. 
In  fact  it  seldom  is.    We  think  the  modest 
charge  will  surprise  you  and  actually  be 
much  less  than  you  would  expect. 
So  before  turning  over  your  cash  and 
securities  —  lock,  stock  and  dividends  — 
to  someone  else  to  manage  and  trade 
at  their  discretion,  on  a  percentage-fee 
basis,  why  not  investigate  the  alterna- 
tive offered  by  Babson's? 

Babson's  Investment  Appraisal  and  Re- 
view Service,  we  believe,  is  ideally  suited 
for  personal  portfolios,  pension,  endow- 
ment, or  other  institutional-type  funds 
regardless  of  size.  Mail  this  coupon  for 
complete  details. 

babson's^W 
reports  inc. 

INVESTMENT  MANAGEMENT  DIV. 

WELLESLEY  HILLS,  MASS.  02181 
Founded  in  1904  by  Roger  W.  Babson 
Please  send  complete  information  on 
Babson's  Investment  Appraisal  and 
Review  Service. 


Name 


Street  &  No. 
City 


State 


Zip 


F-947 


The  phrase  "energy  crisis"  keeps 
cropping  up,  not  only  in  financial 
circles,  but  also  in  ecological  literature. 
Simply  stated,  it  means  that  the  mod- 
em economy  rapidly  is  increasing  its 
consumption  of  electric  power,  auto- 
mobile fuel,  factory  power,  airplane 
fuel,  heating  elements  and  everything 
else  that  comes  from  coal,  oil  and 
nuclear  fuels.  At  the  same  time,  efforts 
are  being  made  to  create  a  better  life 
by  cleaning  up  the  air,  which  inevi- 
tably is  polluted  to  some  extent  by  the 
creation  of  power.  In  many  areas  of 
life  more  production  is  being  de- 
manded, while  at  the  same  time  we 
are  making  it  more  difficult  and  more 
expensive  to  produce  what  is  wanted. 

Bullish  on  Energy  Sfocks 

In  the  last  analysis,  this  energy 
crisis  is  bullish  on  those  companies 
which  can  produce  clean  power 
sources.  That  would  include  low- 
sulphur  coals,  natural  gas,  oil  of  most 
any  kind  and,  above  all,  nuclear  ma- 
terials. It  is  also  bullish  on  companies 
which  produce  aids  in  exploration  for 
petroleum.  One  does  not  dare  to  sell 
Halliburton  (115),  for  instance,  even 
though  it  is  beginning  to  sell  at  a 
fantastic  price  in  relation  to  earnings 
of  a  little  under  $4  a  share  this  year. 
Kerr-McGee  (60)  looks  inviting,  even 
though  1972  profits  may  not  exceed 
$2.25  a  share,  for  the  company  is  one 
of  the  biggest  potential  factors  in  nu- 
clear products,  as  well  as  big  in  oil 
and  gas  and  interested  in  coal.  The 
international  oils,  remember,  control 
more  than  50%  of  the  world's  known 
crude  oil  reserves. 

Kennecott  (23),  through  Peabody 
Coal,  is  highly  important  in  fossil  fuels 
as  well  as  in  copper.  Anaconda  (18) 
probably  has  the  largest  nuclear  re- 
serves in  the  U.S.  Phillips  Petroleum 
(34)  has  a  large  risk  in  oil  and  gas 
under  the  North  Sea.  Both  Union 
Pacific  (53/2)  and  Canadian  Pacific 
(I6/2)  are  important  in  both  coal  and 
oil,  and  much  of  Union  Pacific's  huge 
coal  reserves  are  of  low  sulphur  con- 
tent. Pittston  (27)  and  Eastern  Gas 
ir  Fuel  (23/2),  although  hampered  by 
union-imposed  production  difficulties 
recently,  are  both  fine  coal  companies. 
It  seems  to  me  that  over  a  period  of  a 
year  or  two  most  investors  ought  to 
be  accumulating  some  energy-crisis 
stocks.  Probably  they  won't  interest 
the  trader  or  the  man  who  hopes  to 
make  a  killing  before  election. 

In  several  recent  columns  I  men- 
tioned the  gasoline  thesis  as  a  reason 
to  buy  stocks  like  Ashland  Oil  (SDa), 
Clark  Oil  ir  Refining  (18)  and  Cities 
Service  (39).  That  thesis  is  beginning 
to  work  out  as  gasoline  inventories  de- 
cline, prices  firm  and  selling  discounts 
disappear.  Ashland  is  in  an  especially 
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strategic  position  as  a  refiner  and 
wholesaler  of  nonbranded  petroleum 
products.  It's  not  strong  in  production. 

If  the  economy  is  to  continue  to 
gain  over  the  next  few  months,  the 
cyclical  companies  should  do  especial- 
ly well.  The  most  cyclical  of  all  com- 
panies (outside  of  the  difficult  ma- 
chine tool  industry)  are  the  coppers 
and  the  steels.  As  this  is  written,  sec- 
ond^alf  orders  for  steel  are  slow  com- 
«■  ing  in,  and  there  is  not  much  stirring 
in  the  price  of  copper.  In  spite  of 
this,  I  think  the  good  coppers  and 
certain  steels  are  a  buy  on  a  trading 
basis  for  a  hold  of  perhaps  one  to 
five  or  six  months. 

My  first  choice  among  the  steels  is 
Bethlehem  (31),  because  I  think  it 
will  earn  much  more  in  the  second 
half  of  1972  than  in  the  first  half  or 
the  second  half  of  1971,  and  perhaps 
end  up  with  profits  of  $3.50  to  $3.75 
for  the  year.  If  you  are  willing  to  take 
on  a  much  more  speculative  stock, 
but  one  with  greater  leverage,  I  would 
suggest  Wheeling-Pittsburgh  Steel 
(23),  where  earnings  could  be  as  high 
as  $4  this  year.  Among  the  coppers, 
O'Okiep  (56)  has  by  far  the  greatest 
leverage,  but  the  market  in  it  is  very 
thin;  it  is  traded  in  50-share  lots  on 
the  American  Stock  Exchange.  Ana- 
conda (18)  is  a  company  which  has 
had  most  everything  bad  happen  to 
it,  and  I  think  the  stock  now  should 
be  accumulated.  The  complicating 
factors  have  done  their  work  in  Ana- 
conda and  the  resolving  factors  have 
begun  to  operate.  Phelps-Dodge  (37) 
and  Newmont  (27)  are  investment 
coppers.  Inspiration  Copper  (44), 
controlled  by  Anaconda,  looks  like  a 
better  than  average  stock  to  buy  in 
this  group.  Kennecott  (23)  is  the 
largest  and  perhaps  most  representa- 
tive member  of  the  group.  An^erican 
Smelting  (18)  has  a  little  less  copper 
flavor,  but  although  a  slow  mover, 
looks  cheap  as  a  mining  issue. 

Federal  National  Mortgage  (19) 
has  demanded  much  patience.  The 
stock  has  not  acted  as  well  as  the 
company.  I  expect  the  profits  for  the 
third  quarter  to  be  a  little  better  than 
those  for  the  second  quarter,  when 
net  was  55  cents  a  share  primary  and 
45  cents  a  share  fully  diluted  for  con- 
version of  all  the  debentures  into 
stock.  This  is  a  stock  of  improving 
quality  with  improving  earnings. 
Since  debt  maturities  now  have  been 
materially  extended,  the  company  no 
longer  is  vulnerable  to  quick  increases 
in  short-term  interest  rales.  I  shall  be 
surprised  if  this  stock  does  not  do  bel- 
ter, perhaps  well  enough  to  get  the 
debentures  converted  into  slock.  A 
forced  call  of  llie  debenhnes  prob- 
ably could  be  successful  if  the  stock 
got  up  in  the  25-27  range.  ■ 
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First  there  was  leverage, 
now  there's  super  leverage. 


Goldstein,  Samuelson,  Inc.  is  now 
able  to  offer  Commodity  Puts  &  Calls  on 
margin.  We  call  it,  super  leverage. 

With  super  leverage  you  deposit  only 
60%  of  your  total  Premium,  so  you  can 
now  own  almost  twice  as  many  options 
for  the  same  money. 

Super  leverage  is  available  in 
Plywood,  Cocoa,  Sugar,  Silver,  Silver 
Coin,  Copper  and  Platinum  options. 

Super  leverage  gives  you  the  safety 
of  Commodity  Puts  &  Calls  and  also  all 
the  benefits  of  having  a  margin  account. 
With  super  leverage  you  can  never  lose 
more  than  your  initial  investment,  while 
you  still  have  the  opportunity  to  make  a 
lot  more. 

A  Goldstein,  Samuelson,  Inc.  super 
leverage  margin  account  can  work  for 
you  rather  than  against  you  no  matter 


what  direction  the  market  takes. 

If  you're  looking  for  the  "insured 
speculation"  of  Commodity  Puts  &  Calls 
and  also  want  extra  leverage,  now  you 
can  get  both  with  Commodity  Puts  & 
Calls  on  margin. 

For  further  information  about  opening 
a  margin  account  on  Commodity  Puts  & 
Calls,  call  the  Goldstein,  Samuelson,  Inc. 
office  nearest  you  or  mail  the  coupon 
today! 
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GOLDSTEIN,  SAMUELSON.  INC.  °^^^-  ^^'^^ 

8920  Wilshire  Boulevard,  Beverly  Hills  California  90211 

Please  send  information  on  a  super  leverage  margin  account. 


NAME. 


ADDRESS- 
CITY 


TELEPHONE. 


-STATE- 


-ZIP- 


CALIFORNIA 

BEVERLY  HILLS 

Suite  517 

8920  Wilshire  Boulevard 

(213)6571316 

CENTURY  CITY 
1888  Century  Park  East 
(213)5521315 
KEN  BEESE,  Mgr. 

ENCINO 

Suite  1525 

15910  Ventura  Boulevard 

(213)9901600 

JOHN  BANKS.  Mgr. 

LOS  ANGELES 
4209  Wilsh'ite 
(213)9338183 
SY  RHEINGOLD.  Mgr. 

ORANGE 

Suite  409.  South  Tower 
500  South  Mam  Street 
(714)547  6188 
ERNEST  G  NOIA,  Mgr 


PALO  ALTO 

Suite  200 

2600  El  Camino  Real 

(415)329-8100 

ERIC  VESELY.  Mgr. 

SACRAMENTO 
Suite  295 
455  Capitol  Mall  - 
(916)441-4134 
VIC  ROSA.  Mgr. 

SANTA  BARBARA 

Suite  17 

831  State  Street 

(805)962-9131 

WARREN  E.  VINZANT,  Mgr. 

ARIZONA 

PHOENIX 

Suite  1010 

3800  N.  Central  Avenue 

(602)  263-8234 

GENE  ROBINSON,  Mgr. 


ARKANSAS 

SPRINGDALE 
PO  Box  1082 
(501)  751-0200 
JIM  BUCHANAN,  Mgr. 


FLORIDA 

MIAMI 

1110  N.E,  163rd  Street  #337 

(305)  947-8066 

STEWART  GORENSTEIN,  Mgr. 


ILLINOIS 

GEORGIA 

CHICAGO 

ATLANTA 

230  West  Monroe.  Box  101 

P.O.  Box  820 

(312)  346-0289 

(704)  859-6678 

STANLEY  THARP,  Mgr. 

JOHN  MC  KINNEY,  Mgr. 

COLORADO 

HAWAII 

DELTA 

HONOLULU 

809  Palmer  Avenue 

Suite  818 

(303)  874-3524 

745  Fort  Street 

PAUL  SHARP,  Mgr 

(808)  523-1371 
JAY  SHESTAK,  Mgr. 

DENVER 

222  Milwaukee  Street  #304 

NEW  YORK 

(303)  321  2228 

NEW  YORK  CITY 

GERRY  FRITSCHMANN,  Mgr. 

Suite  2202 

80  Bread  Street 

,212)3441160 

ROGER  WILLIAMS,  Mgr. 

OKLAHOMA 

TULSA 

P.O.  Box  3720 
(918) 749-7981 
JOE  L.  SAMUEL,  Mgr. 

TEXAS 

DALLAS 

Suite  116 

13601  Preston  Road 

(214)233-0635 

LLOYD  BARNES,  Mgr. 

LUBBOCK 
Rt.  1  Box  84A 
(806)  842-3558 
RICHARD  V.  DAVID,  Mgr. 

WASHINGTON.  O.C. 

BETHESDA,  MO. 

Suite  510E 

7315  Wisconsin  Avenue 

(301)657-6215 

LARRY  SIFEN,  Mgr. 


WASHINGTON 

SEAHLE 
2737  77th  SE. 
(206)  AD  2-4540 
BOB  ROSS,  Mgr. 


INTERNATIONAL  OFFICES 
FRANCE 

PARIS 

101  Rue  De  Sevres 

92  Boulogne 

ANTIONE  DOUMMAR,  Mgr. 

PARIS 

36  Rue  De  Bassano 

GIORGIO  AGHION,  Mgr. 

TAIWAN 

TAIPEI 

P.O.  Box  59220 

52-8888 

DAVID  WONG,  Mgr. 


^A^  Goldstein, 
I'd  l^ainuelson.  Inc. 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Summer  Rally— Then  What? 


For  many  years  it  had  been  more 
or  less  traditional  not  to  take  summer 
markets  too  seriously.  The  mice  will 
play  when  the  cats  are  away,  as  the 
saying  goes.  I  wonder  whether  this 
still  holds  true.  The  men  who  domi- 
nated the  stock  market  in  the  past 
were  the  wealthy  investors,  specula- 
tors or  gamblers  who  spent  the  sum- 
mer months  at  the  seashore  or  in  the 
mountains  rather  than  in  Wall  Street. 
But  it's  different  today.  The  pros  who 
make  investment  decisions  for  bil- 
lions rather  than  just  millions  of  dol- 
lars seem  to  be  at  their  desks  12 
months  a  year.  Nevertheless,  Labor 
Day  still  has  the  connotation  of  being 
a  cutoff  date  when  everybody  takes 
a  fresh  look  at  conditions  as  they  are 
and  tries  to  visualize  what  they  will 
be  in  the  months  ahead. 

Except  for  the  fact  that  the  sum- 
mer holidays  are  over,  there  is  no  par- 
ticular reason  why  economic  visibility 
should  be  better  today  than  it  was  a 
month  or  two  ago.  "Seasonal  adjust- 
ments" are  supposed  to  take  care  of 
the  usual  summer  distortions.  Is  there 
anything  new  that  we  can  see  today 
that  could  affect  the  trend  of  the 
stock  market  markedly  in  one  way 
or  another?  Even  if  we  eliminate,  or 
try  to  eliminate,  partisan  rhetoric, 
there  can  be  no  other  interpretation 
of  current  business  news  but  that 
economic  activity  is  continuing  to  ex- 
pand and  that  the  excellent  rate  of 
growing  corporate  profitability  seems 
assured,  at  least  through  1972. 

The  long-Range  View 

This,  of  course,  is  not  news.  But 
Wall  Street  is  no  longer  concerned 
with  the  current  year.  We  are  think- 
ing about  next  year.  President  Nixon's 
reelection,  presently  considered  a 
strong  probability,  does  not  neces- 
sarily mean  a  new  honeymoon  in 
1973.  Quite  the  contrary,  in  his  sec- 
ond and  final  term  he  will  be  free  to 
do  what  he  may  think  is  good  for  the 
country  in  the  long  run— and  that  may 
not  necessarily  be  good  for  the  stock 
market  in  the  short  run. 

It  is  not  unlikely  that  braking  an 
incipient  boom  will  become  desir- 
able in  the  postelection  period.  A 
more  determined  effort  may  be  made 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
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to  restore  a  semblance  of  balance  to 
the  federal  budget  by  curtailing 
spending  as  well  as  by  increasing  rev- 
enues, and  a  cooperative  Federal  Re- 
serve may  want  to  slow  down  the  in- 
crease in  the  supply  of  money.  Bitter 
pills  like  that  may  be  good  for  the 
longevity  of  a  healthy  economy,  but 
that  doesn't  make  them  taste  any  bet- 
ter. Still,  we  all  know  only  too  well 
that  the  longer-range  economic,  so- 
cial and  political  prognosis  is  pretty 
grim  unless  we  do  stop  becoming  ex- 
cessively addicted  to  inflation. 

Parenthetically,  I  should  like  to 
stress  that  this  addiction  is  not  a  pure- 
ly American  phenomenon.  As  any  va- 
cationer returning  from  Europe  can 
verify,  the  cost  of  living  is  rising  far 
more  steeply  over  there  than  in  this 
country.  Europe  is  experiencing  now 
what  we  learned  in  the  Sixties,  that 
full  employment  does  not  come  cheap. 
I  stick  to  my  appraisal  of  a  year  ago 
that  within  a  matter  of  a  few  years 
the  dollar  will  once  again  become  the 
world's  hardest  currency,  unless  we 
mismanage  our  afiFairs  in  the  most 
stupid  ways.  Mr.  Nixon,  having  nothing 
to  lose  and  everything  to  gain,  will 
be  in  a  strong  position  to  act  in  an 
economically  prudent  manner.  Sobri- 
ety is  a  praiseworthy  trait,  and  it  is 
good  for  our  health,  economic  and 
otherwise.  But  is  it  good  for  the  stock 
market?  When  you  are  sober  and  you 
don't  wear  those  rose-colored  glasses, 
you  just  don't  pay  50  or  70  times 
earnings  for  many  stocks. 

This  is  a  perennial  problem  for  an 
investor.  (There  is  no  such  thing  as 
"perennial"  for  a  speculator  for  whom 
"long-term"  may  mean  a  couple  of 
weeks  or  days.)  When  stocks  are 
cheap,  no  one  wants  them,  because 
they  may  get  cheaper  yet.  When 
stock  prices  are  high— and  prices  of 
stocks  I  like  best  are  not  exactly  bar- 
gains at  present— the  risk/ reward  ra- 
tio has  deteriorated  so  much  that 
high-grade  bonds,  corporates  or  tax- 
exempts,  or  even  utility  stocks  begin 
to  look  appealing  by  comparison. 

Some  months  ago  (Forbes,  May 
1)  I  gave  some  basic  comparative 
data  on  two  stocks,  both  selling 
around  50  at  the  time.  One  was  Stan- 
dard Brands  Paint.  A  growth  stock  with 
an  exemplary  record  and  highly  re- 
garded by  the  institutional   investor, 


it  enjoyed  a  multiple  of  55.  The  other 
one  was  Mobil  Oil.  Although  few  ma- 
jor blue  chip  companies  can  boast  of 
a  more  consistent  record  of  annual  in- 
creases in  per-share  earnings  and  divi- 
dend rates,  Mobil  Oil  lacked  "glamour" 
—whatever  that  means.  It  had  a  P/E 
of  only  9.4.  Well,  lo  and  behold,  good 
old  Mobil  Oil,  until  recently  slowed 
down  by  the  stodgy  implication  of 
having  paid  dividends  for  70  consecu- 
tive years,  has  risen  30%  in  price.  The 
glamorous  growth  stock— and  let  me 
reemphasize  that  there  is  nothing 
wrong  with  Standard  Brands  Paint- 
is  barely  holding  its  own.  It  just  had 
advanced  too  much  too  soon. 

It  is  quite  possible  that  in  the 
months  ahead  investors  will  pay  more 
attention  to  solid  quality,  as  exem- 
plified by  Mobil,  and  become  wary  of 
glamorous  growth.  There  have  been 
too  many  instances  this  year  when 
highly  favored  stocks  collapsed,  either 
because  they  had  gone  too  far  too 
fast,  or  because  profits  failed  to  come 
up  to  expections. 

Bank  Stocks 

Common  stocks  are  supposed  to 
be  good  inflation  hedges.  Stock  bro- 
kers and  mutual  fund  salesmen  have 
been  using  that  argument  for  years. 
Investors'  experience  in  recent  years 
of  constant  inflation  has  proved  that 
this  is  not  necessarily  so.  In  fact, 
stocks  of  companies  with  large  tan- 
gible assets— Sac/ituerfe,  as  the  infla- 
tion-conscious Germans  call  them— 
have  been  among  the  worst  perform- 
ers. The  only  Sachwert  that  deserves  a 
high  evaluation  is  the  grey  matter  in 
the  heads  of  corporate  management. 

But  there  is  an  entire  industry 
which  by  its  very  nature  offers  eflFec- 
tive  protection  against  inflation,  and 
that  is  banking.  The  volume  of  its 
business  must  increase  as  more  and 
more  dollars  are  required  to  make 
the  wheels  go  round.  Of  course,  there 
will  be  fluctuations  in  profit  margins, 
and  some  banks  will  be  more  imagina- 
tive and  aggressive  than  others  or 
have  better  control  over  costs.  But 
growth  of  banking  goes  hand  in  hand 
with  inflation,  and  the  same  applies 
to  nonbank  financial  institutions,  such 
as  insurance  and  finance  companies. 

Bank  stocks  as  a  group  arc  not 
selling  at  exorbitant  P/E  ratios.  Ac- 
cording to  a  recent  survey  by  Invest- 
ment Management  Sciences  of  Den- 
ver, the  average  multiple  of  some  60 
banks  was  a  modest  13.  Many  in- 
dividual investors  have  little  familiari- 
ty with  bank  stocks,  presumably  be- 
cause until  recently  most  of  them  were 
traded  over-the-counter.  In  my  opin- 
ion, this  industry  deserves  far  more 
investment  interest  than  it  has  re- 
ceived in  the  past.   ■ 
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STOCK  TRENDS 

By  Myron  Simons 


Will  The  Poor  Get  Richer? 


A  SNOBBISH  social  order  prevails 
among  stocks.  There  are  the  royal 
stocks,  which  sell  for  over  35  times 
their  anticipated  earnings,  and  the 
petty  nobility,  which  fetch  15-20 
times  earnings.  Then  there  are  the 
peasants:  A  multiple  of  12  or  13  is 
all  they  can  expect.  Of  course,  this 
caste  system  applies  only  to  stocks. 
There  have  always  been  discrepancies 
between  the  relative  price/ earnings 
multiple  of  stocks,  but  recently  those 
differences  have  grown  more  and 
more  exaggerated.  The  rich  have 
grown  richer,  the  poor  poorer.  What 
causes  this  maldistribution  of  the  good 
things  of  Wall  Street? 

The  reason  lies  in  the  fact  that  the 
public  has  been  withdrawing  large 
sums  of  money  from  the  stock  market, 
while  the  pension  funds,  banks  and 
insurance  companies  have  been  pour- 
ing it  in.  It's  their  market,  an  institu- 
tional market.  Today's  professional 
money  managers  are  not,  by  and 
large,  the  swinging  mutual  and  hedge 
fund  managers  that  held  sway  during 
the  late  1960s.  Today's  breed  are,  by 
and  large,  intelligent,  sensible  men, 
but  they  operate  under  two  tremen- 
dous constraints. 

Lofs  of  Money 

First,  they  have  to  try  to  outper- 
form a  given  standard— perhaps  the 
Dow  Jones  or  the  Standard  &  Poor's 
averages.  Second,  they  must  invest 
large  sums  in  the  stocks  they  buy. 
This  inexorably  pushes  them  toward 
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the  big,  well-known  "growth"  com- 
panies. And  so  the  stocks  of  compa- 
nies in  the  computer,  the  drug  or  the 
photographic  industries  have  gone 
up  and  up.  The  other  groups  which 
have  not  gotten  as  much  attention 
from  the  fund  managers  have  made 
relatively  little  progress. 

Some  experts  take  this  divergence, 
this  growing  gap  between  royalty  and 
peasantry,  as  a  danger  signal.  They 
reason  that  the  lofty  multiple  of  the 
regal  stocks  makes  them  highly  sus- 
ceptible to  a  drastic  decline.  I  don't 
agree  with  these  experts— not,  at  least, 
until  the  next  economic  downturn 
comes  into  view. 

Can  They  Do  It  Again? 

The  blue-blooded  stocks  show  a 
strong  tendency  to  remain  untarnished 
—except  for  temporary  declines  imme- 
diately after  bad  news— just  as  long  as 
their  future  outlook  remains  good. 
Witness  Polaroid,  selling  at  over  90 
times  anticipated  earnings  in  the 
midst  of  a  poor  year  because  profits 
seem  likely  to  rebound  sharply  in  a 
couple  of  years.  But  if  these  stocks  are 
unlikely  to  collapse  bringing  the 
whole  market  down  with  them,  nei- 
ther are  they  likely  to  repeat  their 
recent  performances.  Even  many  of 
those  professionals  who  are  sitting 
tight  with  big  portfolios  of  these  stocks 
are  becoming  nervous  about  putting 
in  more  money  at  these  prices.  Listed 
at  the  left  in  the  table  below  is  a 
sampling  of  royal  stocks  and  the  lev- 
els at  which  they  sell. 

Meanwhile,    back    on    the    farm: 


While  the  Dow  Jones  industrial  av- 
erage has  soared  within  reach  of 
the  magic  1000  level,  all  too  many  in- 
vestors who  have  neither  the  advan- 
tages nor  the  constraints  of  the  fund 
managers  find  themselves  with  piti- 
fully small  profits,  or  even  with  losses. 
They  are  stuck  with  the  keynote  of 
our  basic  training:  "Buy  cheap  and 
sell  dear."  Today  the  rule  seems  to 
be:  Sell  the  cheap  ones  and  buy  the 
dear  ones.  Let's  look  at  our  listing  here 
of  a  few  of  the  great,  widely  held 
companies  whose  stocks  have  stayed 
in  that  lowly  class;  unlike  the  royal 
stocks,  all  but  one  of  them  made  their 
all-time  highs  many  years  ago,  some 
as  far  back  as  the  1950s. 

Too  Late 

So  what  should  the  fellow  do  who 
missed  the  bull  market  because  he 
ran  with  the  peasants  instead  of  with 
the  kings?  Should  he  switch  sides  now 
and  play  the  institutional  game  of 
buying  dear  in  the  hopes  of  eventually 
selling  dearer?  It  is  too  late  for  that 
game.  The  tiiue  is  close  when  the  peas- 
ant class  of  stocks  is  going  to  get  a 
better  break. 

Low  price/ earnings  multiples  have 
been  assigned  to  a  number  of  great 
companies  because  they  are  more 
vulnerable  to  the  ups  and  downs  of 
business  cycles  than  the  "growth 
stocks."  But  we  are  now  entering  an 
accelerating  phase  of  economic  im- 
provement. The  outlook  seems  increas- 
ingly bright,  not  only  for  this  year  but 
for  as  far  into  1973  as  most  economists 
are  currently  willing  to  look.  Earnings 
for  the  cyclical  companies  should  be 
good  for  some  time  to  come.  Even 
if  the  multiples  don't  improve,  their 
earnings  should,  and  the  gains  can  be 
considerable. 

Many  of  the  great  growth  stocks 
have  discounted  the  hereafter.  The 
run-of-the-mill  but  solid  stocks  have 
not  in  many  cases  even  discounted  this 
year,  let  alone  next  year.  Power  to 
the  people!  ■ 
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The  Royalists 


Company 


American  Home  Products     $  3.20  114  36 

Avon  Products  2.20  124  56 

Burroughs  4.60  220  48 

Coca-Cola  3.20  145  45 

EastmanJ(odak  3.20  135  42 

Honeywell  4.30  159  37 

IBM  10.80  413  38 

Minnesota  Mining  2.15  84  39 

Polaroid  1.40  119  85 

Xerox  3.10  165  53 


VS. 


1972  Price/        AllTime 

Earnings         Recent     Earnings         High 
Estimate  Price        Multiple       in  1972 
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1211/2 

126»/2 
2263/8 
147 

1403/8 

167 

42OV4 
841/2 

149>/2 
167^8 


The  Peasantry 


Company 


1972  Price/ 

Earnings   Recent  Earnings  All-time 
Estimate     Price    Multiple      Higtt 


Alcan  Aluminum  $1.80  23  13 

American  Telephone  4.20  44  10 

Bethlehem  Steel  3.70  31  8 

Consolidated  Edison  2.35  25  11 

Ford  7.50  66  9 

General  Dynamics  2.30  28  12 

General  Motors  7.75  78  10 

International  Harvester  2.75  35  13 

Reynolds  Industries  5.90  69  12 

Standard  Oil  (N.J.)  6.90  81  12 


53% 
75 

591/8 
49«/4 
77 
79 

1133/4 
52% 
89'/4 
92 


Year 
Made 


1957 
1964 
1959 
1965 
1972 
1967 
1965 
1966 
1961 
1964 
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THOUGHTS 
FOR 

INCREASED 
PERSONAL 

POWER 

THOUGHTS  FOR  INCREASED  PER- 
SONAL POWER  is  a  collection  of 
quotations  from  the  writings  of  Paul  J. 
Meyer,  including  his  well-known  Million 
Dollar  Personal  Success  Plan. 

With  this  free  booklet,  we'll  send  you 
information  describing  a  business  oppor- 
tunity with  Success  Motivation  Institute. 
S.M.I,  is  a  pioneer  and  leader  in  the 
knowledge  /  education  /  communications 
industry. 

Send  for  your  free  copy  of  THOUGHTS 
FOR  INCREASED  PERSONAL  POWER 
and  the  Business  Opportunity  informa- 
tion today  at  no  obligation  to  you. 

Success  Motivation  Institute,  Inc. 

Paul  J.  Meyer,  President 
Box  7614    Dept.  FBS9-2 
Waco,  Texas  76710 
Telephone  817-776-1230 

(Call  Collect) 


Your  Fair  Share 
Shows  You  Care 

THE    V 
UNITED  WAY 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Look  For  Dynamics 


If  there  is  little  or  no  likelihood  that 
the  current  economic  expansion  will 
be  aborted— I  think  this  will  prove  to 
be  true— and  that  we  are  in  the  early 
stages  of  a  long  period  of  reduced  in- 
ternational tensions,  the  question  then 
arises  as  to  which  issue  areas  will  be 
in  the  van  of  attention.  Two  consider- 
ations come  to  mind:  1)  New  vogues 
probably  will  develop,  such  as  the 
possibility  that  the  coming  energy 
crisis  will  focus  interest  on  the  hard- 
core values  offered  by  the  oil  and  nat- 
ural gas  industries.  2)  With  the  in- 
stitutional investor  the  dominant  force 
in  the  marketplace,  the  key  to  at- 
tracting special  interest  will  be  in  the 
promise  of  above-average  growth, 
plus  companies  enjoying  new  dynam- 
ics which  can  result  in  an  upward 
revaluation  of  earnings  multiples. 

In  other  words,  I  continue  to  feel 
that  individual  issue  merit  is  a  more 
important  consideration  than  the  ab- 
solute level  of  the  Dow.  The  question 
is  not  so  much  whether  the  1000  lev- 
el eventually  will  be  bettered,  but 
where  the  issue  interest  next  will  be 
concentrated.  I  believe  it  is  more  like- 
ly to  be  in  the  form  of  a  broadening 
of  interest  than  the  exclusion  of  one 
investment  area  at  the  expense  of  an- 
other. All  of  which  means  selectivity 
as  well  as  the  fact  that  something 
new  is  required  to  attract  special  at- 
tention. Hence  my  approach  is  a  com- 
promise policy  of  not  only  searching 
for  the  values  with  earnings  visibility 
but  being  willing  to  pay  for  special 
dynamics  as  well.  I  believe  that  the 
list  of  "superstars"  will  broaden  out. 

For  example,  I  .see  several  reasons 
for  interest  in  Burlington  Industries 
(around  34,  paying  $1.40),  even 
though  the  fact  that  the  company  is 
the  largest  and  best  diversified  factor 
in  the  textile  industry  has  not  pro- 
duced an  exciting  earnings  record. 
For  one  thing,  some  30%  of  sales  is  in 
the  home  furnishing?}  area,  where 
business  obviously  has  been  and  con- 
tinues to  be  strong.  Secondly,  with 
styles  having  stabilized  and  the  con- 
sumer affluent,  fabric  sales  to  the  ap- 
parel industry  should  improve  from 
here  out— and  competition  from  the 
Japanese  lessen.  It  may  be  significant 
to  note  that  with  the  double  knit  boom 


Mr.   Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
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apparently  over,  demand  for  worsted 
fabrics  is  increasing  at  a  time  when 
industry  capacity  has  been  sharply 
reduced.  The  new  fiscal  year  starting 
Oct.  2  will  also  have  the  benefit  of  an 
end  to  the  very  substantial  plant  con- 
version costs  which  plagued  earnings 
this  fiscal  year  and  last. 

A  Turnabout 

I  also  see  reasons  for  interest  in 
Kimberly-Clark  (around  38,  paying 
$1.20),  but  on  a  somewhat  different 
basis:  The  earnings  turnabout  has  al- 
ready occurred.  The  company  is  heavi- 
ly concentrated  in  the  fastest-growing 
areas  of  the  paper  business  both  here 
and  abroad  ( non-U. S.  sales  are  some 
25%  of  the  company's  total  volume), 
and  the  fact  that  Kimberly's  business 
is  consumer-oriented  should  mean 
premium  multiples.  While  Kleenex  is 
the  leading  facial  tissue  and  Kotex  the 
leader  in  the  feminine  napkin  mar- 
ket, the  company's  consumer  prod- 
ucts sales  no  longer  revolve  essential- 
ly around  these  two  major  products. 
Kimberly's  share  of  the  paper  towel 
business,  which  is  the  fastest-grow- 
ing product  in  the  household  area, 
has  been  strengthened  by  introduc- 
tion of  a  nylon-reinforced,  premium- 
priced  towel.  For  another,  its  highly 
successful  test-marketing  results  of 
Kimbies  disposable  diapers  suggest 
that  the  management  is  realistic  in 
its  goal  of  obtaining  one-third  the  na- 
tional market,  which  should  double 
in  the  next  five  years. 

On  overall  view,  it's  easy  to  take 
the  position  that  earnings  multiples 
which  have  been  declining  for  the  past 
ten  years  are  likely  to  remain  relative- 
ly low  for  a  variety  of  reasons.  It's  also 
easy  to  express  concern  on  the 
grounds  that  stock  dividend  yields 
are  in  an  area  which  has  historically 
spelled  coming  market  problems.  But 
each  of  these  philo.sophic  negatives 
has  its  own  offset.  Illustrative  of 
the  point,  the  Dow  industrial  aver- 
age today  is  selling  nearer  the  bottom 
than  the  top  of  its  historic  multiple 
range  (excluding  the  early  post  World 
War  II  years,  which  I  doubt  will  be 
repeated).  And  the  con.sensus  fore- 
cast of  a  further  substantial  profits 
gain  in  1973  could  mean  a  hand- 
some average  price  increase  even  if 
multiples  do  not  change.   ■ 
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TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


Another  Kind  Of  Short  Interest 


Technically  oriented  analysts,  moni- 
toring potential  demand  for  common 
stocks,  customarily  keep  an  eye  on  the 
activity  of  short  sellers.  A  normal 
short  sale  occurs  when  a  speculator 
sells  a  stock  he  doesn't  own,  in  hope 
of  buying  it  back  later  at  a  lower 
price.  To  make  delivery,  he  borrows 
the  stock  from  some  other  investor,  to 
whom  he  will  return  it  after  he  has 
"covered"  his  short  position  by  buy- 
ing the  same  stock  in  the  open  market. 

The  intriguing  aspect  of  such  trans- 
actions is  that  virtually  all  specula- 
tive short  positions  must,  sooner  or 
later,  be  unwound  by  purchases. 
Thus,  if  statistics  show  a  marked  rise 
in  speculative  short  selling  and  a  sub- 
stantial increase  in  the  "short  inter- 
est" (all  uncovered  short  positions), 
one  can  conclude  that  the  volume  of 
latent  demand  from  this  sector  has 
expanded  and  that  it  could  act  as  a 
major  source  of  fresh  buying  when 
the  shorts  realize  they  are  on  the 
wrong  side  of  the  market. 

Short-covering  purchases  can  be 
technically  significant  because  they 
reflect,  in  a  sense,  demand  superim- 
posed on  normal  investment  buying. 
Also  this  surplus  demand  does  not 
draw  on  the  ordinary  buying  power 
available  to  the  stock  market.  On  the 
contrary,  covering  of  short  posi- 
tions normally  releases  margin-ac- 
count buying  power  for  new  "long" 
purchases.  The  effect  of  massive  short 
covering  thus  can  be  double-barrelled, 
which  is  why  an  exceptionally  large 
short  interest,  trapped  in  a  rising  mar- 
ket, can  be  a  source  of  aggressive  de- 
mand. A  high  short  interest,  relative 
tf)  average  daily  trading  volume,  has 
isually^been  associated  with  the  initial 
phases  oi  extended  market  advances. 

In  addition  to  the  "regular"  short  in- 
terest, reported  each  month  by  the 
New  York  and  the  American  stock  ex- 
changes, it  has  been  possible  to  recog- 
nize a  quasi-short  interest  on  another 
sector  of  the  stock  market.  From  time 
to  time  in  recent  years  it  became  plain 
that  the.  mutual  funds  were,  collec- 
tively, accumulating  excessive  buying 
power  by  hoarding  new  cash  receipts 
and/ or  by  making  net  sales  of  port- 
folio stockholdings.  One  could  argue 
then  that  the  funds  were,  in  effect, 
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shorting  the  market,  because  a  refusal 
to  invest  new  shareholders'  cash  and 
to  reinvest  proceeds  from  liquidated 
positions  implies  an  expectation  of 
lower  values  for  stocks  generally,  and 
for  the  funds'  own  shares  as  well. 

But  the  normal  function  of  most 
funds  is  to  be  substantially  invested 
in  common  stocks,  so  these  excess  cash 
reserves  had  to  flow  back  into  the 
market  sooner  or  later— much  like  the 
buying  power  represented  by  the 
regular  short  interest,  only  in  much 
greater  volume.  Other  institutional  in- 
vestors with  expectably  continuous 
new-money  inflows,  like  pension 
funds,  have  found  themselves  in  sim- 
ilarly underinvested  situations. 

Oversold  and   Undervalued 

Currently,  none  of  these  sectors  can 
be  counted  on  as  a  source  of  such  la- 
tent powerful  demand.  The  NYSE 
short  interest  is  rather  modest,  relative 
to  recent  trading  volume.  The  mutual 
funds  have  lately  had  a  net  cash  out- 
flow, as  redemptions  exceeded  new 
fund  share  purchases.  And  there  are 
no  indications  that  other  institutional 
in\estors  have  been  slow  to  put  new- 
cash  receipts  into  common  stocks. 

However,  the  equivalent  of  a  very 
large  short  interest  may  have  been 
building  on  another  sector  altogether- 
offshore,  of  all  places.  Under  pressure 
from  international  monetary  uncer- 
tainties, billions  of  dollars  have  been 
sold  overseas,  and  "hard"  currencies 
bought  in  exchange.  In  consequence, 
some  experts  think,  the  dollar  is  now 
both  ONcrsold  and  undervalued,  while 
favorite  hard  currencies  seem  over- 
bought and  overpriced.  Thus,  with 
foreign-exchange  markets  noticeably 
calmer,  there  could  soon  be  increasing 
sales  of  hard  currencies  and  similarly 
mounting  repurchases  of  dollars. 

Those  who  then  hold  dollars  again 
will  have  to  decide  where  to  invest 
them.  Foreign  stock  markets,  many  of 
which  ha\  e  risen  steeply,  may  seem  to 
hold  price  risks  as  well  as  foreign-ex- 
change risks.  By  contrast,  with  the 
dollar  presumably  looking  safer  and 
the  U.S.  recovery  seeming  ever  more 
likely  to  remain  vigorous  through  all 
of  1973  (and  perhaps  beyond),  our 
own  stock  market  may  be  the  most 
attractive  haven  for  billions  of  "short 
covered"  dollars.  ■ 
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special  IntKHhdotyTfhl  Off eti 

Value  Line  for  the  next 
three  months  for 

only  *25 


(REGULAR 
RATEH9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 

SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 
MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 


''^^Bi^ 


^  ^  THE  VALUE  LINE  INVESTMENT  SURVEY 

V  Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

LJ  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 

I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 

Service  for  $189.  Foreign  rates  available  on  request. 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.Y.  residents  please  add  applicable  sales  tax, 


D 

D 
D 


Payment  enclosed 
Bill  me  for  $189 


Signature 

Name  (please  print) 

Y-1601-K 

Address 

City 

State 

Zip 

(No  assignment  of  this 

^M  i^  Mi  ■■  IH  Bi  ^ 

agreement 

will  be  made  without  subscriber's 

consent.) 
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( Continued  from  page  12) 

to  advise  that  Canada,  with  an  unemploy- 
ment rate  in  excess  of  6%,  holds  this 
dubious  honor. 

— G.L.  Gooding 
Oakville,  Ontario,  Canada 

Lojgos  and  Wolfe 

Sir:  No  disputing  some  of  the  points 
that  Tom  Wolfe  makes  ("Loco  over  Lo- 
gos," Aug.  15).  But  he's  more  than  slight- 
ly off  base  on  others.  For  example,  to 
say  that  "any  student  at  Pratt"  given  $125 
and  a  few  free  lunches  could  come  up 
with  something  comparable  to  what  pro- 
fessional design  firms  are  putting  out  is 
very  much  like  saying  any  student  at 
Columbia  Journalism  could  have  turned 
out  Radical  Chic  ir  Mau-Mauing  the 
Flak  Catchers  and  could  collect  the 
quite  hefty  writing  fees  that  Mr.  Wolfe 
does. 

—George  Burke 

George  Burke  Advertising  Inc. 

New  York,  N.Y. 

Sir:  May  I  say  "Amen"  to  Mr.  Wolfe's 
remarks. 

—Walter  P.  Margulies 

Lippincott  &  Margulies,  Inc. 

New  York,  N.Y. 

Plane  Sense 

Sir:  In  133  words,  your  editorial  has 
painted  a  most  perceptive  picture  of  the 
skyjacking  problem  (Aug.  15)  and  some 
of  the  more  productive  areas  which 
should  be  pursued  in  combating  it. 

—J.J.  O'DONNELL 

President 

Air  Line  Pilots  Association 

Washington,  D.C. 

Booming  Cannon  Mills 

Sir:  Your  article  on  Cannon  Mills 
(]uly  15)  is  unfair.  You  call  its  balance 
sheet  "old-fashioned"  because  of  its 
strong  cash  position  and  absence  of  long- 
term  debt.  Polaroid  has  the  same  kind  of 
"old-fashioned"  balance  sheet,  but  you 
have  not  referred  to  it  being  anything 
but  glamorous  and  modern.  You  make 
a  big  point  about  Cannon's  sales  having 
"crept  ahead"  by  2%  a  year  over  the  last 
five  years.  During  1967-71,  Cannon's 
earnings  per  share  advanced  by  23%.  In 
the  same  period,  highly  leveraged  Burl- 
ington Industries  suffered  a  decline  ol 
34%  in  per-share  earnings.  And  J. P.  Stev- 
ens, also  heavily  in  debt,  went  from  a 
profit  to  a  loss. 

—Ralph  P.  Coleman  Jr. 
President 

Over-The-Counter  Securities  Fund,  Inc. 

Orcland.  Pa. 

The  Unhangover 

Sir:  Your  article  on  the  marketing  of 
7-Up  (Aug.  15)  was  interesting.  Rack  in 
1935,  a  campaign  was  released  that  ud- 
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vocated  7-Up  as  a  cure-all  for  hang- 
overs! In  the  mid-Forties,  even  our 
baby's  pediatrician  advocated  7-Up,  as  it 
made  thie  baby  burp. 

— CoBUBN  A.  Buxton  Sh. 
Dallas,  Tex. 

Our  Criteria 

Sir:  I  believe  you  should  have  rated 
Beacon  Hill  Mutual  Fund  (Aug.  15) 
since  it  started  business  before  Feb.  9, 
1966,  and  it  met  the  $2-million  criteria. 

—Edward  J.  Klein 
Jamaica,  N.Y. 

Mutual  funds  under  $2  million  in  as- 
sets are  not  included  in  our  Survey  nor 
are  they  rated  for  the  prior  period  if  they 
are  subsequently  included  in  our  Survey. 
Forbes  feek  that  it  would  be  misleading 
to  rate  such  small  funds  during  this  stage 
of  their  growth— Ed. 

New  Name 

Sir:  Your  footnote  on  page  82  (Aug. 
15)  shows  The  Pegasus  Fund  no  longer 
sells  new  shares  and  the  existing  shares 
are  traded  in  the  over-the-counter  mar- 
ket. Not  tme.  It's  an  open-end  fund. 

—Fred  M.  Edwards  Jr. 

Vice  President,  Marketing 

Charter  Securities  Management  Corp. 

Los  Angeles,  Calif. 

In  March  1971,  the  Second  Empire 
Fund  ceased  to  be  an  exchange  fund 
and  changed  its  name  to  The  Pegasus 
Fund— Ed. 

Marking  the  Hop 

Sir:  You  detailed  the  ever-widening 
sphere  of  Kenji  Osano's  prosperity  (Aug. 
1 ) .  But  contrary  to  your  report  of  his 
West  Coast  "wanderings,"  he  has  not  yet 
strayed  to  Nob  Hill.  Neither  Mr.  Osano 
nor  the  Tokyu  group  own  "a  big  share 
of  San  Francisco's  stately  Mark  Hopkins 
Hotel."  The  Tokyu  group  is  a  sharehold- 
er of  Regent  Hotels  International,  which 
manages,  but  does  not  own,  the  hotel. 
The  Mark  Hopkins  Hotel  is  owned  by 
the  Lurie  Co.  of  San  Francisco.  Bishop 
Corp.  of  Honolulu  recently  acquired 
the  leasehold  and  the  operating  assets  of 
the  hotel. 

—David  Zundel 

Vice  President 

Bishop  Corp. 

Honolulu,  Hawaii 

Different  Looks 

Sir:  Re  your  editorial  on  how  married 
people  get  to  look  alike  (Aug.  15).  I 
think  people,  in  a  large  percentage  of 
cases,  end  up  marrying  people  who  look 
like  themselves. 

—Robert  F.  Gardner 
Indianapolis,  Ind. 

Sir:  Have  loved  my  dear  wife  de- 
votedly for  two  score  years.  Doubt  this 
would  have  been  possible  if  she  began, 
progressively,  to  look  more  like  me. 

—Arnold  Glasow 
Freeport,  111. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Profit  is  a  by-product  of  work;  hap- 
piness is  its  chief  product. 

—Henry  Ford 


A  wise  man  should  have  money  in 
his  head,  but  not  in  his  heart. 

—Jonathan  Swift 


Sweating,  slums,  the  sense  of  semi- 
slavery  in  labor  must  go.  We  must  cul- 
tivate a  sense  of  manhood  by  treat- 
ing men  as  men. 

—David  Lloyd  George 


Labor  is  a  pleasure  in  itself. 

—Marcus  Manilius 


NotTiing  is  really  work  unless  you 
Vould  rather  be  doing  something  else. 

—James  Barrie 


This  is  a  world  of  action,  and  not 
for  moping  and  droning  in. 

—Charles  Dickens 


Money  entails  duties.  How  shall  we 
get  the  money  and  forget  the  duties? 
Voila  the  great  problem! 

—Edward  Carpenter 


It  happens  a  little  unluckily  that 
the  persons  who  have  the  most  infi- 
nite contempt  of  money  are  the  same 
that  have  the  strongest  appetite  for 
the  pleasures  it  procures. 

—William  Shenstone 


Life  is  neither  a  good  nor  an  evil, 
but  simply  the  scene  of  good  and  evil. 

—Seneca 


Whether  happiness  may  come  or 
not,  one  should  try  and  prepare  one's 
self  to  do  without  it. 

—George  Eliot 


Riches  are  gotten  with  pain,  kept 
with  care  and  lost  with  grief. 

—Thomas  Fuller 


Let  us  not  envy  some  men  their  ac- 
cumulated riches;  their  burden  would 
be  too  heavy  for  us;  we  could  not  sac- 
rifice, as  they  do,  health,  quiet,  honor 
and  conscience,  to  obtain  them:  It 
is  to  pay  so  dear  for  them  that  the 
bargain  is  a  loss. 

—Jean  de  la  Bruy^re 


A  man  seldom  gets  rich  without  ill- 
got  gain;  as  a  horse  does  not  fatten 
without  feeding  in  the  night. 

— CmNESE  Proverb 


B.  C.  FORBES 

There  is  no  fun  equal  to  the 
satisfaction  of  doing  one's  best. 
No  amount  of  money  got  by 
questionable  expedients  can  win 
success  or  bring  happiness.  The 
things  that  are  most  worthwhile 
in  life  are  really  those  within 
the  reach  of  almost  every  nor- 
mal human  being  who  cares  to 
seek  them  out. 


The  best  is  good  enough. 

—German  Proverb 


To  improve  the  golden  moments  of 
opportunity  and  catch  the  good  that 
is  within  our  reach,  is  the  great  art 
of  living.  —Samuel  Johnson 


Active  natures  are  rarely  melan- 
choly. Activity  and  sadness  are  in- 
compatible. —Christian  Bovee 


I  have  spent  my  life  laboriously  do- 
ing nothing.  —Hugo  Grotius 


Life  is  an  apprenticeship  to  con- 
stant renunciations,  to  the  steady 
failure  of  our  claims,  our  hopes,  our 
powers,  our  liberty.        — H.  F.  Amiel 


It  is  one's  duty  to  make  the  most  of 
the  best  that  is  in  him. 

—Duncan  Stuart 


Nobody  is  capable  of  doing  well  at 
everything.  On  the  other  hand,  every- 
body can  do  at  least  one  thing  much 
better  than  he  can  anything  else. 

—Ross  Byron 


W^at  one  does  easily,  one  does  well. 
—Andrew  Carnegie 


By  nature,  man  is  lazy,  working 
only  under  compulsion;  and  when  he 
is  strong  he  will  always  live,  as  far  as 
he  can,  upon  the  labor  or  the  proper- 
ty of  the  weak.  —Brooks  Adams 


Many  of  the  optimists  in  the  world 
don't  own  a  hundred  dollars,  and  be- 
cause of  their  optimism  never  will. 

— E.  W.  Howe 


A  Text  .  . 


Sent  in  by  Mary  G.  McCollum, 
McMurray,  Pa.  What's  your  fa- 
vorite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


In  all  labour  there  is  profit:   but  the 
talk  of  the  lips  tendeth  onUj  to  pctutry. 
— Provkhhs 14:23 
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Ingersoll-Rand- first  to  make  working  anywhere 
completely  shock-proof. 


HBUY 

□  RENT 

□  LEASE 
n  FINANCE 
through  IRFC 


Millers  Falls  Company 
part  of  Ingersoll-Rand 


Remember  when  plugging  in  your  electric  drill  was  a  risky  busi- 
ness? That  was  before  our  subsidiary,  Millers  Falls  Company, 
introduced  the  shock-proof  double-insulated  drill. 
A  Business  Week  article  on  "Taking  The  Shock  Out  of  Power 
Tools"  reported  that  "The  technique  was  first  imported  to  the 
U.S.  in  the  late  1950s  by  Millers  Falls  Co.  By  1964,  the  company 
had  a  full  line  of  double-insulated  tools  .  .  ." 
Today  you  can  use  an  electric  tool  anywhere  with  complete 
safety.  No  ground  plugs.  No  special  receptacles.  Just  plug  it  in 
and  go  to  work. 

For  information  on  shock-proof  tools,  write  to  Ingersoll-Rand, 
Dept.  FF-21,  Woodcliff  Lake,  N.J.  07675. 

1971-2071 

[j  [3  Ingersoll-Rand 
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How  we  can  keep  your 

money  moving* 


"(LINGAME 


EP  15  197Z 


LIB; 


And  do  more  to 
update  your  data 


Speed  and  control  are  the  most 
.."Important  elements  in  effective  cash 
management.  Now,  Chemical  Bank 
offers  through  its  Financial  Systems 

Vpartment  services  that  will 

^celerate  the  flow  of  funds  and  provide 
up-to-date  receivables  information. 

lere  are  three  sophisticated  plans  we 
:an  use  — singly,  or  in  combination  —  to 
jet  up  a  program  specially  designed  to 
lit  your  needs  and  to  save  you  time  and 
money. 

^ock  Box  to  accelerate  deposits. 

Chemical  can  collect  customer 
omittances  faster  through  the  modem 
.acilities  and  techniques  of  our  Lock 
Sox  Department.  We  work  around  the 
clock  in  order  to  deposit  payments  as 
quickly  as  possible.  By  speeding  up  the 
flow  of  mail,  the  collection  cycle  is 
accelerated,  which  will  make  your 
liinds  available  sooner.  Lock  Box 
prtKessing  also  provides  increased 


controls  and  reduces  your  clerical 
expenses. 

OCR  to  update  receivables  faster. 

Chemical  is  the  first  New  York 
commercial  bank  to  have  an 
on-premises  facility  for  volume 
remittance  processing.  Our  Optical 
Character  Recognition  equipment  scans 
remittance  documents  and  writes  the 
information  to  magnetic  tape.  This  data 
can  then  be  transmitted  immediately  to 
any  location  in  the  United  States.  The 
result  is  a  savings  of  time  and  money  in 
the  preparation  of  data  and  the 
immediate  updating  of  receivables. 

Deposit  Teletran  to  move  money. 

Chemical's  Deposit  Teletran  System  will 
transfer  funds  instantaneously  from 
many  locations  into  your  Chemical 
account.  A  simple  phone  call  from  each 
location  initiates  the  transfer.  The 
checks  are  produced  by  our  computer 


and  deposited  the  same  day.  The  result 
is  a  complete  elimination  of  mail  float 
generated  by  conventional  systems.  An 
accurate  audit  trail  is  an  integral  part 
of  this  service.  These  transfers  are 
considerably  less  expensive  than  other 
methods  now  in  use. 

By  employing  these  and  other  modem 
methods  and  techniques,  Chemical 
Bank  can  help  you  speed  up  your  cash 
flow.  We  can  help  you  improve  your 
controls.  We  can  help  you  reduce  your 
credit  exposure.  And  we  can  help  you 
save  money. 

For  more  details  and  specific 
application  information,  just  call 
Mr.  Henry  Weidenbusch  at 
(212)  770-2797  or  write  to  him  at 
20  Pine  Street,  New  York,  N.Y.  10015. 


Member  FDIC 


Ckmiicai 


We  do  more  for  your  money. 


A  lot  of  companies  have  inventors. 
But  only  one  communications  company 

has  Bell  Labs. 


That  company  includes,  of 
course,  your  local  Bell  Company. 

Let's  say  we  run  into  a  baffling 
problem  while  repairing  your  com- 
puter's telecommunications  system. 

The  first  thing  we  do  is  call  in 
the  experts. 

They  might  be  people  from 
Western  Electric.  The  people  who 
built  your  equipment. 

Or  even  the  people  from  Bell 
Labs  who  developed  your  equipment 
in  the  first  place.  Bell  Labs  is  where  computers  learned  to  talk  over 
the  telephone. 

Or  if  something  as  totally  disruptive  as  a  natural  disaster 
puts  your  communications  out  of  whack,  our  repair  force  has  the 
people  and  resources  of  22  other  associated  Bell  Companies  to 
back  them  up. 

We've  airlifted  a  lot  of  people  and  equipment  into  a  lot  of 
places  over  the  years.  And  we're  ready  to  go  again.  Any  time  we're 
needed. 

Depth  of  service  like  this  makes  Bell  System  maintenance 
one  of  the  best  bargains  in  your  phone  bill. 
AT&T  and  your  local  Bell  Company. 
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Welcome  opportunity. 

AstroTurf"^  surfaces  are  amazing  products 
that  almost  seem  to  invent  their  own  markets. 

For  instance,  when  we  developed  AstroTurf, 
doormats  never  entered  our  minds. 

Doormats?  Is  that  a  market? 

Your  mind  would 
boggle  at  the  number 
of  doormats  sold 
each  year.  And  at  the 
number  of  doormats 
Monsanto  sells. 

But  when  it  comes  to  the  home  market,  we're 
not  waiting  at  the  doorstep.  This  year,  weVe 
launched  AstroTurf 'Round-the-Home  surface. 
For  Patios,  Porches,  Poolsides,  Putting  greens; 
Decks,  Docks,  Dog  runs 

And  that's  only  two  letters  of  the  alphabet. 

AstroTurf  is  one  more  example  of  what  we 
can  make  with  common  chemicals  and  rare 

the  science 
company. 

FOR  MORE  INFORMATION  ABOUT 

MONSANTO'S  ASTROTURF  SURFACES. 

WRITE  MA3,  MONSANTO  COMPANY 

800  N  LINDBERGH  BLVD. 

ST  LOUIS.  MO,  63166 
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One  of  your 

best  systems  experts 

is  on  our  payroll. 


Your  Victor  calculator  representative. 

He's  an  expert  in  analyzing  figurework  systems 
And  he  can  tip  you  off  to  some  astute  ways  to  get 
a  faster  return  on  your  calculator  investment. 
Before  he  sells  a  calculator,  he  analyzes 
work  stations  and  evaluates  calculator  workload 
and  operator  productivity.  And  presents  his  find- 
ings and  recommendations  to  your  management. 
Perhaps  he  can  recommend  improvements 
I  to  your  machine  allocation.  Or  show  you  why  a 
printing  calculator  matches  your  needs  better 
than  a  display  model.  Or  vice  versa.  Or  which 
:is  your  economic  best  choice— a  Simplex 
calculator,  or  one  with  a  single  or  dual 
I  memory  register,  or  even  with  square  root. 
I         If  you'd  like,  he  can  also  help  you  train 
i  your  operators,  set  standards  for  their  perform- 
;  ance,  and  conduct  performance  testing. 
I         Your  Victor  systems  expert  is  listed 
in  your  local  Yellow  Pages  under  "Adding  & 
[calculating  Machines."  No  matter  what 
!  county  of  the  U.S.A.  you  work  in.  He  can 
igive  you  the  exact  electronic  calculator  you 
need  from  Victor's  line  of  5  American-made 
printers  and  5  display  models.  And  he'll 
bring  you  fast,  factory-trained,  local  service, 
should  you  ever  need  it. 

So  give  him  a  call,  even  if  you're 
not  yet  ready  to  buy  a  calculator. 
Ask  him  for  a  work  station  efficiency  • 

analysis  of  your  office.  There's  no  cost 
'or  obligation. 

•^sVICTOR 

ELECTRONIC 
CALCULATORS 


'.  tor  Comptometer  Corporation,  3900  N.  Rockwell  St.,  Chicago,  III.  6061 8/Ai.SO:  Gait,  Ontario,  Canada,  and  Zurich,  Switiertand 


So  far  this  year 

Gannett^  "Go  Team" 

flew  150,000  miles 

sharing  company  secrets. 


By  invitation  only. 


We're  not  a  company  of  rules.  But  we've  got  a  cou- 
ple we  never  bend. 

We  insist  local  editors  and  publishers  call  the 
shots  locally.  Making  their  papers  grow  in  the 
only  way  that  makes  sense.  By  becoming  better 
newspapers.  Which  brings  us  to  nale  two:  support 
them  when  they  need  it  with  group  assets,  group 
skills. 

Enter  the  Gannett  "GO  Team,"  our  four-man 
group  marketing  staff.  They  go  where  invited, 
and  invited  they've  been.  Telling  how  Burlington 
boosted  circulation  and  Boise  upped  ad  Hnage. 
Explaining  a  public  service  program  born  in  West- 
chester that  might  help  readers  in  Elmira.  Above 
all,  relating  new  ideas  to  specific  needs.  What 
they  leave  in  their  wake  is  inspiration  for  whole- 


some intramural  competition.  The  kind  that 
keeps  them  in  the  lead. 

What  goes  for  group  marketing,  goes  for  pro- 
duction, finance,  personnel,  news  gathering.  Fact 
is,  we  think  we've  assembled  the  best  group  staff 
in  the  business  to  help  local  editors  and  pubhshers 
make  their  local  papers  better.  And  that's  good 
for  our  readers,  their  community,  and  Gannett. 

As  newspapers,  we're  judged  daily  by  our  read- 
ers. As  businessmen,  you  can  judge  us  by  sending 
for  a  cop\'  of  our  annual  report  and  our  most  re- 
cent quarterly  statement. 


Gannett  Co.,  Inc., 
55  Exchange  St., 
Rochester,  N.Y.  hgu 


Gannett 


GANNETT  PACIFIC  •  Honolulu  Star-Bulletin  and  Sunday  Star-Bulletin  and  Adver- 
tiser •  Pacific  Daily  News  and  Pacific  Dateline,  Guam 

FEDERATED  PUBLICATIONS  •  Battle  Creek.  Mich  ,  Enquirer  and  News  •  Belling- 
ham,  Wash  .  Herald  •  Boise,  Idaho.  Statesman  •  Lafayette.  Ind  .  Journal  and  Courier 
•  Lansing.  Mich  .  State  Journal  •  Marion.  Ind.,  Chronicle-Tnbune  •  Olympia,  Wash  , 
Daily  Olympian 

McCLURE  NEWSPAPERS  •  Burlington.  Vt ,  Free  Press  •  Chambersburg.  Pa  ,  Public 
Opinion 

WESTCHESTER,  ROCKLAND  NEWSPAPERS  •  Mamaroneck,  N.Y.,  Daily  Times  • 
Mount  Vernon,  NY.,  Daily  Argus  •  New  Rochelle,  NY,  Standard  Star  •  Nyack- 
Rockland,  NY.,  Journal-News  •  Port  Chester,  NY.,  Daily  Item  •  Tarrytown.  NY. 
Daily  News  •  White  Plains.  N.Y.,  Reporter  Dispatch  •  Yonkers,  NY..  Herald  States- 
man •  Ossining,  NY.,  Citizen-Register 

CALIFORNIA  •  San  Bernardino  Evening  Telegram  •  San  Bernardino  Sun 


CONNECTICUT  •  Hartford  Times 

FLORIDA  •  Cocoa  Today  •  Fort  Myers  News-Press  •  Melbourne  Times  •  Pensacola 

Journal  •  Pensacola  News  •  Titusville  Star-Advocate 

ILLINOIS  •  Danville  Commercial-News  •  Rockford  Morning  Star  •  Rockford 

Register-Republic 

MICHIGAN  •  Port  Huron  Times  Herald 

NEW  JERSEY  •  Camden  Couner-Post  •  Plamfield  Courier-News 

NEW  YORK  •  Beacon  News  •  Bmghamton  Evening  Press  •  Bmghamton  Sun-BulIet^n 

•  Elmira  Star-Gazette  (Morning  &  Evening)  •  Saratoga  Springs  Saratogian  •  Ithaca 

Journal  •  Newburgh  Evening  News  •  Niagara  Falls  Gazette  ■  Rochester  Democrat. 

and  Chronicle  •  Rochester  Times-Union  •  Utica  Daily  Press  •  Utica  Observer-Dispatch 

TENNESSEE  •  Nashville  Banner 

TEXAS  •  El  Paso  Times 

WEST  VIRGINIA  •  Huntington  Herald-Dispatch  •  Huntington  Advertiser 


The  biggest  ad  medium  gets  bigger. 

The  latest  fijjures  are  in.  The  nation's  1700  -  newspapers 
have  left  their  comiJetition  even  furtlier  behind  in  ac!  reve- 
nues. Our  whoj)ping  .$1.5  billion  showing  is  SlOO  million  over 
the  same  quarter  in  71.  A  14.4%  rate  of  Kain.  it's  nearly 
double  the  8%  increase  enjoyed  by  TV  and  magazines.  But 
really  that's  no  great  surprise.  Aren't  you  among  the  78% 
of  Americans  who  read  at  ica^t  one  jjajier  i)er  day? 
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So  THERE  was  this  Forbes  reporter,  sitting  in  a  locker  room,  talking 
with  a  man  clad  only  in  his  undei-wear.  And  what  were  they  talking 
about?  Why  stocks  and  bonds,  of  course,  and  real  estate  ventures  and 
franchise  operations.  What  else? 

Like  most  Forbes  stories,  the  cover  story  that  begins  on  page  25  is 
about  businessmen.  But  these  are  not  the  kind  of  businessmen  you'll 
find  in  boardrooms  and  in  executive  suites.  They  are  professional  ath- 
letes, who  have  parlayed  their  fame  into  fortunes. 

The  story  is  the  work  of  a  team  of  .seven  Forbes  reporters,  cap- 
tained by  Associate  Editor  William  Reddig.  It  took  them  into  dozens  of 
locker  rooms  and  into  racing  stables,  baseball  dugouts,  golf  clubhouses. 
The  team  included  Frank  Lalli  and  Marianne  Partridge  of  Forbes' 
West  Coast  Bureau;  Barbara  Beroth  of  the  European  Bureau;  Assis- 
tant Editor  Betty  Franklin;  Reporters  Celia  Currin  and  Subrata  Chak- 
ravarty. It  turned 
out  that  Chak- 
ravarty, a  grad- 
uate of  Yale  and 
the  Harvard  Busi- 
ness School  who 
recently  joined 
the  Forbes  staff, 
knows  much  more 
about  sports  than 
any  other  mem- 
ber of  the  team. 
He  was  a  cox- 
swain on  the  Yale 
crew  and  plays  a 
mean  game  of  soccer,  cricket  and  field  hockey. 

Reddig  wrote  the  stoiy.  He's  strictly  the  nonathletic  type,  though 
he  does  play  an  occasional  round  of  golf.  Betty  Franklin  has  been  too 
busy  raising  her  three  daughters  to  indulge  in  sports.  Except  vicarious- 
ly. She's  the  office  expert  on  what  goes  on  in  the  sports  pages. 

The  Forbes  team  found  that  most  professional  athletes  are  quite  in- 
articulate when  interviewed  over  lunch  or  dinner.  But  talk  to  them  in  a 
locker  room  and  they  become  expansive.  The  reason  is  that,  in  a  locker 
room,  business  is  Topic  A. 

Says  Chakravarty:  "Sports  writers  told  me  that  one  reason  champion- 
ship teams  often  don't  repeat  the  next  year  is  that  the  athletes  become 
so  obsessed  with  making  money  on  the  outside  that  they  lose  interest 
in  the  game." 

In  general,  the  Forbes  team  was  not  impressed  by  the  business  acu- 
men of  the  athletes  they  met,  but  there  were  three  notable  exceptions. 
One  was  Arnold  Palmer.  Bill  Reddig  came  away  from  interviewing 
Palmer  with  the  conviction  that,  when  it  comes  to  business,  "he  knows 
what  he's  doing."  Betty  Franklin  felt  the  same  way  about  Joe  Frazier 
and  Walt  Frazier.  As  for  the  others,  Marianne  Partridge's  experience 
with  jockey  Laffit  Pincay  was  typical.  Pincay  earned  in  excess  of 
$300,000  last  year.  Partridge  asked  him  what  he  did  with  the  money. 
He  replied:  "I  don't  know.  Ask  my  manager." 

Anyway,  we  think  you'll  find  the  story  fascinating.  It  has  already 
given  Bill  Reddig  a  new  interest  in  life.  "I  never  used  to  read  the  sports 
pages,"  he  says,  "but  after  working  on  this  story,  I've  become  a  fan."  ■ 


Reddig 


Chakravarty 


Franklin 


I 
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BUILDING  BOOM  -  N  L  STYLE. 


While  we're  not  in  the  construction  business,  today's  build- 
ing boom  creates  plenty  of  opportunities  for  N  L  Industries. 

We  produce  basic  materials  that  go  into  scores  of 
products  for  both  commercial  and  residential  construc- 
tion. Some  of  our  pigments  and  chemicals,  for  example, 
make  paints  and  plastics  colorful,  bright  and  flame  re- 
sistant. Others  give  paints  their  rust-resistance  and  elec- 
trical insulation  its  ability  to  withstand  high  temperatures. 
Many  of  our  products  are  used  in  glass,  ceramic  tiles  and 
fixtures,  special  metals  and  roofing  materials. 

We  also  supply  finished  products:  fasteners  such  as 


screws  and  bolts  by  the  millions;  Dutch  Boy"^  paints;  braz- 
ing and  soldering  materials;  wood  veneers  and  even  prod- 
ucts for  the  plumber. 

Building  is  just  one  area  m  which  we're  an  important 
supplier.  We  also  serve  just  about  every  other  major  indus- 
try. And  it's  this  kind  of  balanced  diversity  among  our  many 
world-wide  operations  that  caused  us  to  change  our  name 
from  National  Lead  to  N  L  Industries.  h^    B^j^y 

To  find  out  more,  write  for  our  new         l^^l  't^ 
corporate  brochure.  N  L  Industries,  Inc.,         |    ^blii 
Room 8550,  111  Broadway,  N.Y.,  N.Y  10006.     INDUSTRIES 


Our  F-15  is  the  big  news  in  fighter  planes. 
But  it's  only  part  of  our  story. 


We've  rolled-out 
and  are  flying 
the  world's  most 
advanced  air 
superiority 
fighter:  the  F-15. 
It  will  give  U.S.  Air  Force  pilots  the  upper 
hand  in  air  combat  for  many  years  to 
come,  n  To  create  it,  we  put  together  a 
team  of  specialists  whose  talents  and  skills 
brought  this  incomparable  airplane  to  first 
flight  on  time,  and  within  our  contract 
estimates.  D  While  the  F-15  is  one  of  our 
most  important  programs,  the  same  kind  of 
teamwork  — and  results  — mark  our  work  in 
other  fields,  including  non-government 
business,  which  is  more  than  40%  of  our 
$6-billion  backlog,  n  Our  fast-growing 
commercial  data  service  division,  the 
McDonnell  Douglas  Automation  Company, 
stretches  coast-to-coast,  and  is  now  linked 
to  more  than  2,500  computer  terminals. 


We  anticipated  customer  needs  with  our 
new  DC-10  luxury  tri-jet.  Today,  this  quiet, 
smokeless  jetliner  is  the  choice  of  25  of  the 
world's  leading  airlines.  And,  we've  widened 
its  markets  by  offering  domestic,  inter- 
continental and  convertible  freighter 
versions.  D  Our  on-going  space  programs 
include  NASA's  Skylab,  an  orbiting 
laboratory  scheduled  for  launch  in  1973, to 
tap  the  resources  of  space  and  to  improve 
our  use  of  those  on  Earth.  McDonnell  Douglas 
helped  to  reduce  Skylab's  development 
time  and  cost  by  finding  new  uses  for  space- 
proven  hardware.  D  An  alert  management 
and  diverse  programs  distinguish  us 
among  aerospace  companies.  If  you'd  like 
to  learn  more  about  us,  write  Box  14526, 
St.  Louis,  Missouri  63178.  We'll  send 
you  our  annual  report. 


skilled 
labor 


Just  one  more  reason  why 
industries  come  and  grow 
in  Missouri.  And  if  we 
don't  have  the  skills  you're 
looking  for,  we  can  get 
'em.  Fast.  Missouri's  Voca- 
tional Technical  School 
System  is  with  you  all  the 
way.  Just  give  us  your  tar- 
get date  and  we'll  have  the 
workers  ready  to  go  when 
you  are.  Why  not  find  out 
about  all  the  advantages 
of  locating  in  Missouri? 
We'll  be  glad  to  fill  you  in 
on  the  whole  expanding 
story. 


Contact  Henry  Maddox, 
Division  of  Commerce 
and  Industrial  Devel- 
opment, Jefferson  City 
Mo.  65101.  (phone 
314-636-5133) 


Trends 

&  Tangents 


FOREIGN 


Breaking  the  Linguabarrier 

President  Charles  de  Gaulle 
waged  campaigns  against  "Fran- 
glais,"  the  use  of  Americanisms 
and  Anglicisms  in  the  French  lan- 
guage, which  has  given  rise  to 
such  common  terms  in  French  as 
"le  bifsteak"  and  "le  weekend."  But 
with  European  newspapers  anxious 
to  secure  business  advertising  from 
all  European  nations,  regardless  of 
the  native  language,  a  new  break- 
through is  needed.  The  German 
journal  Die  Welt  may  have  found 
the  answer:  "Germanglish,"  which 
it  created  for  wooing  British  busi- 
nessmen whose  advertising  it  is 
seeking.  Die  Welt  has  taken  to  ad- 
vertising on  London  buses,  stating 
boldly: 

Gotterdamgoodreadership 
Wunderbisnessbilder 


K. 


BUSINESS 


That  Lopsided  Boom 

Florida  is  the  hottest  statewide 
housing  market  in  U.S.  history,  and 
West  Palm  Beach  is  the  hottest  lo- 
cal market,  the  Advanced  Mortgage 
Corp.'s  second  annual  survey,  "U.S. 
Housing  Markets,"  reports.  Orlando 
and  Tampa-St.  Petersburg  are  the 
second-  and  third-hottest  local  mar- 
kets, it  says,  and  Florida's  small 
towns  and  rural  areas  are  building 
at  more  than  twice  the  national 
average.  The  sui-vey  describes  the 
present  housing  boom  as  "lopsid- 
ed." Seventy  percent  of  all  the 
housing  starts  in  the  first  six  months 
of  the  year  were  in  the  South  and 
West,  it  points  out.  "Florida  alone 
issued  more  housing  permits  than 
the  populous  Northeast." 

Is  Your  Broker  a  Bookie? 

A  faction  of  Gamblers  Anony- 
mous is  fighting  to  bar  its  members 
from  making  any  active  stock  in- 
vestments. The  group  insists  that 
playing  the  market  is  the  same  as 
playing  poker  or  the  ponies.  It's 
said  that  one  West  Coast  stockbro- 
ker bought  and  sold  stock  and 
bonds  in  his  own  account  all  day 
long  just  for  the  "action."  After  he 
lost  his  job  and  his  $50,000  in  sav- 
ings, he  tried  to  reform  and  swore 


ofiF  securities.  But  after  going  to 
a  few  GA  meetings  he  started  all 
over  again.  "Almost  any  business 
where  there  is  a  possibility  to  make 
a  lot  of  money,"  says  a  reformed 
gambler,  "is  a  risk.  The  shoe-store 
owner  'gambles'  every  time  he  buys 
for  the  next  season."  As  the  chair- 
man of  GA's  board  of  trustees  puts 
it:  "The  stock  market  is  not  in  it- 
^self  gambling,  it's  the  attitude  that 
the  investors  bring  to  it  that 
counts."  A  prominent  New  York 
broker  estimates  that  one  out  of  ev- 
ery ten  Wall  Street  investors  is  real- 
ly a  compulsive  gambler. 

Life  Begins  at ... . 

Older  diivers  healthy  enough  to 
drive  don't  have  to  worry  any  more 
about  losing  their  insurance  solely 
because  of  advanced  age.  A  Phila- 
delphia-based insurance  company 
has  introduced,  in  nearly  40  states, 
the  country's  first  automobile  in- 
surance with  no  age  limit.  Policy- 
holders are  guaranteed  coverage  as 
long  as  their  doctors  say  they  are 
physically  fit  to  drive.  Robert  Pol- 
lack, president  of  Colonial  Penn 
Insurance  Co.,  which  caters  to 
persons  over  50,  says,  "We  find  that 
older  drivers  are  a  much  better  au- 
tomobile risk  than  other  drivers." 
(Continued  on  page  101) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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The  Smiriisonian  is 
who  hovenH given  upon 


May  we  introduce  you  to  Sniithsonian 
Magazine?  It  will  make  you  a  little 
prouder  to  be  part  of  that  curious  species 
called  Man.  With  thought-provoking  ar- 
ticles and  breathtaking  color  photogra- 
phy, Smithsonian  shows  you  Man's  most 
meaningful  achievements  and  dreams.  In 
every  realm  of  the  sciences,  natural  his- 
tory and  culture. 

Smithsonian,  official  monthly  maga- 
zine of  the  Smithsonian  Institution, 
brings  you  the  thoughts  and  perspectives 
of  some  of  the  finest  minds  in  biology, 
art,  astronomy,  opera,  archaeology,  history 
. . .  every  important  facet  of  our  civiliza- 
tion. Ideas  and  accomplishments  to  fas- 
cinate the  educated  adult,  presented 
clearly  and  simply  enough  to  be  appre- 
ciated by  the  intelligent  young  student. 

Here  are  just  a  few  of  the  recent 
Smithsonian  stories  that  may  well  bright- 
en your  outlook  on  Man's  adaptability 
and  his  future: 

Hsing  Hsing  and  Ling  Ling  from  Peking 

—A  fascinating  picture-story  on  the  giant 
pandas  from  China,  now  making  their 
home  in  the  Smithsonian  National  Zo- 
ological Park. 

Solar  power— A  pollution-free,  inexhaust- 
ible source  of  energy  may  be  a  lot  closer 
to  practical  application  than  you  think. 

Four  centuries  of  La  Scala— A  panoramic 
view  of  La  Scala  scenery  over  the  last 
400  years. 

Think  tank  for  sea  lions— A  research  proj- 
ect in  which  sea  lions  work  together  with 
man  and  "bank  money"  to  buy  fish. 

John  F.  Kennedy  Center  — Washington's 
dazzling  home  for  the  performing  arts. 

Games  people  play  — Using  new  game 
theory  and  application  techniques  to  save 
a  city  or  end  a  war. 

Westward,  ho!  —  The  saga  of  the  first 
wagon  train  to  California. 

Science  fiction  that  works— An  encounter 
with  Athelstan  Spilhaus,  the  20th-cen- 
tury Leonardo  Da  Vinci. 

King  Tut's  Treasures— England's  biggest 
showing  of  the  priceless  artifacts  and  the 
deadly  legend  that  follows  them. 

Racetrack  for  protons— Behind  the  walls 
of  the  mammoth  National  Atomic  Lab- 
oratory center  for  nuclear  research. 

"Follies"  of  Britain— England's  most  ec- 
centric architecture. 


What  makes  a  President?— The  personal 
traits  that  were  hallmarks  of  style  in  our 
Chiefs  of  State. 

The  whole  picture  of  what  Man  is  do- 
ing on  this  planet— and  to  it— isn't  nearly 
as  dark  as  it  may  seem.  Every  day,  Man  is 
doing  things  to  preserve  and  enrich  his 
environment.  Making  discoveries  in  the 
sciences.  Creating  new  works  of  art.  Gain- 
ing new  insight  into  his  heritage.  Devel- 
oping new  ways  to  make  this  Earth  of  ours 
»a  better  place  to  live.  Smithsonian  gives 
you  a  front  row  seat  to  it  all. 

Smithsonian  stands  in  the  vanguard 
of  the  ecology  movement 

The  Smithsonian  Institution  is  a 
leader  in  the  battle  to  save  our  environ- 
ment. And  Smithsonian  Magazine  places 


a  special  emphasis  on  the  natural 
beauty  and  wildlife  of  our  land. 

Magnificent  pictorial  essays  dra- 
matize the  drive  to  preserve  the  New 
Jersey  marshlands  and  other  wilder- 
nesses. And  to  save  the  condor,  osprey 
and    sable    antelope    from    extinction. 

Membership  in  the 
Smithsonian  Associates 

For  only  $10  a  year,  you  can  become  a 
National  Member  of  the  Smithsonian  In- 
stitution and  receive  a  subscription  to 
Smithsonian  Magazine. 

You  and  your  family  will  also  have 
several  additional  privileges  of  member- 
ship. You  can  take  part  in  travel  pro- 
grams, study  tours  and  expeditions— led 
by  Smithsonian  experts. 

You'll  receive  discounts  of  10-25%  on 
Smithsonian  books,  purchased  in  person 
or  by  mail  from  the  Smithsonian  Press 
and  Shops.  And  a  10%  discount  on  arts, 
crafts  and  other  unusual  gifts.  Your  mem- 
bership card  will  also  admit  you  to  the 
Smithsonian  dining  hall  and  to  the  fully 
staffed  members'  Reception  Center  when 
you  visit  Washington. 

Plus  one  more  benefit,  less  tangible 
than  the  rest.  Your  membership  dues  help 
support  more  than  a  dozen  Smithsonian 
facilities:  museums,  galleries,  research 
centers,  zoo,  laboratories  and  astrophys- 
ical  observatory. 

To  become  a  National  Member  of  the 
Smithsonian  Associates,  send  the  attached 
card  right  now.  If  the  card  is  missing, 
please  use  the  coupon  below. 


Smithsonian  Institution 


Smithsonian  Institution 
Membership-Circulation  Service 
P.O.  Box  2928 
Boulder,  Colo.  80302 


MEMBERSHIP  BENEFITS 

•  Smithsoman  Magazine— 12  issues 

•  Travel  Program— Domestic  and  Foreign 

•  Book  and  Gift  Discounts 

•  Reception  Center  at  Smithsonian  Institution 
in  Washington,  D.C. 


I  wish  to  become  a  National  Member  of  the  Smithsonian  Associates.  Please  send 
my  membership  card  and  start  my  subscription  to  Smithsonian- Monthly  Magazine 
of  Man— his  environment,  sciences,  arts,  adventures,  follies,  fortunes  and  future. 
Bill  me  for  the  annual  dues  of  $10. 


Name 

6-E92 

Address 

(please  print  clearly) 

City 

State 

Zip 

Amfac  is  38  Joseph  Magnin 

specialty  stores . . . 


Fashion-conscious  women  spark 
to  the  excitement  of  Joseph  Mag- 
nin, These  38  specialty  stores  in 
California,  Nevada  and  Hawaii  are 
innovative  and  contemporary, 
carry  that  young-spirited  look. 

That's  why  Amfac,  with  an  eye  to 
both  fashion  and  profits,  acquired 
Joseph  Magnin  in  1969.  Along  with 
Rhodes  and  Liberty  House  depart- 
ment stores,  it  is  now  a  key  ele- 
ment in  our  fast-growing  Retail 
Group. 

There  s  internal  growth,  too.  Lib- 


for  top  quality,  has  branched  out  to 
California. 

Growth  throughout  Amfac  brought 
our  1971  revenues  up  25  percent  to 
$577,996,000,  our  net  to  $1.92  a 
share,  up  11  percent  from  the  re- 
stated $1.73  in  1970. 

What's  the  formula?  It's  our  island 
heritage.  When  you  grow  up  on  an 
island,  as  Amfac  did,  your  cus- 
tomers are  your  neighbors.  So  you 
develop  a  built-in  concern  — for 
people,  products,  environment. 


tailing  grew  to  become  a  major 
part  of  our  business... and  helped 
us  expand  from  a  sound  Hawaii 
base  to  the  continental  U.S.  Today, 
70  percent  of  our  revenues  come 
from  the  mainland. 

What  is  Amfac?  Hotels.  Resorts. 
Retail  stores.  Finance  and  food 
processing.  Land  management.  All 
fast-growing.  All  rooted  solidly  in 
our  management  experience. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.  C,  P.  O. 


erty  House,  long  known  in  Hawaii    From  one  small  Honolulu  store,  re-    Box  3230,  Honolulu,  Hawaii  96801. 

and  many  other  happy  things 
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A  family  of  enterprises  enhancing  people  and  places. 
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65  years  ago  we  started  with  the  idea 
of  becoming  a  successful 
chemical  company- we  made  it, 

But  along  the  way  we  got  involved  in 
a  lot  of  other  interesting  things. 

The  result  is  quite  a  mouthful..] 

"CYANAMID  is  a  diversified,  consumer-oriented 
company  active  in  leading  growth  areas  of  the 
economy  and  responsive  to  basic  human  needs 
throughout  the  world!' 
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Here's  where  we  started 

with  one  plant  making 

a  nitrogen  product. 
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AMERICAN  CYANAMID  COMPANY  AND  SUBSIDIARIES 

ECK»  HAIR  CARE  PRODUCTS  ■  FORMICA*  BRAND  UMINATES  ■  SHULTON  TOILETRIES  ANDCOSMETICS 
HOUSEHOLD  PRODUCTS  •  PINE-SOL»LIQUID  CLEANER  •  CRESLAN'ACRYLtCFIBER 
NITAS*  AND  WALL-CLAD»WALL  COVERINGS  ■  ACRYLITE*  ACRYLIC  SHEET  •  LEDERLE  PHARMACEUTICALS  •  AUREOMYCIN*CHLORTETRACYCLINE 
RESIDENTIALAND  COMMERCIAL  CONSTRUCTION  ■  AGRICULTURAL  PRODUCTS  ■  CHEMICALS  FOR  INDUSTRY 


There's  only  one  way 
to  tell  if  your  Bourbon 
is  still  the  best. 

laste  Benchmark. 

This  evening,  instead  of  your  regular  Bourbon, 
taste  Benchmark.  Chances  are  you  won't  go  back  to 
your  old  Bourbon. 

That's  because  more  than  a  century  of  Seagram 
craftsmanship  has  gone  into  creating  the  distinctive  taste 
of  Benchmark. 

And  we  think  it  tastes  better  than  any  Bourbon 
you've  ever  tasted. 

No  matter  what  brand  you're  drinking  now. 

If  you  think  that's  a  tough  statement  you  haven't 
tasted  Benchmark  yet. 


SEAGRAM'S  BENCHMARK  KENTUCKY  STRAIGHT  BOURBON  WHISKEY.  86  PROOF.  JOSEPH  E.  SEAGRAM  &  SONS,  LOUISVILLE,  KY. 
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READERS  SAY 


Reader  Mao 

Sir:  Read  with  interest  your  "Side 
Lines"  (Aug.  15)  about  Chairman  Mao. 
I'm  asking  you  to  obtain  Chairman  Mao's 
address  from  the  State  Department  and 
mail  him  a  subscription  to  your  capital- 
ist magazine  (check  enclosed). 

-T.N.  Couch 

Couch  Furniture  Co. 

c  Junction  City,  Ark. 

Reader  Couch's  three-year  ^ift  sub- 
scription to  Chairman  Mao  is  being  pro- 
cessed. Chairman  Mao  will  soon  be  sent 
an  announcement  of  the  gift— Ed. 

Babies  and  Growth 

Sir:  Your  article  on  the  implications  of 
the  declining  U.S.  birthrate  ( Sept.  1 ) 
(]U()tes  the  President's  Commission  on 
Population  Growth  and  the  American 
Future  as  saying  that  "the  health  of  the 
American  economy  does  not  depend  on 
[continuing  population  growth]."  I  recall 
tliat  back  in  1938  a  very  prominent 
economist  ( Alvin  Hansen )  caused  cjuite 
a  stir  when  he  said  that  nothing  could 
raise  the  depressed  U.S.  economy  to  .satis- 
factory levels.  His  primary  reason:  the 
slowdown   in   U.S.   population   growth. 

— Salvatore  Johnson' 
Chicago,  III. 

Can't  Bank  on  Funds 

Sir:  Your  recent  mutual  fund  ratings 
{Aug.  15)  indicate  that  nearly  50%  of  the 
funds  listed  with  ten-year  records  av- 
eraged an  annual  return  of  less  than  6%. 
In  your  article  you  discuss  the  industry's 
redemption  problem.  Why  invest  in  mu- 
tual funds  if  there  is  only  a  50-50  chance 
of  earning  6%?  The  general  public,  which 
has  turned  to  savings  &  loan  associations, 
has  asked  and  answered  that  question. 

— C.A.  Mackenzie 
Lafayette,  La. 

Certainty  and  Severity 

Sir:  Re  your  editorial  on  skyjacking 
{Aug.  15).  Your  comment  relative  to  the 
death  penalty  or  life  sentence  is  more 
emotional  than  rational.  The  certaint>'  of 
punishment  rather  than  the  .severity  it- 
self is  the  most  effective  deterrent.  If  we 
make  certain  that  the  .skyjacker  has  no 
chance  of  success,  we  won't  have  to  kill 
him  or  lock  him  up  forever. 

—William  A.  Wayt 
Columbus,  Ohio 

A  Chemical  Is  a  Chemical 

Sni:  Your  "Other  Comments"  piece  "A 
D()ul)le  Scoop  of  Ethyl  Acetate"  {Sept. 
1,  p.  19)  is  uninformed  idiocy.  I''thyl  ace- 
tate is  not  an  ingredient  of  dry  cleaning 
Huids.  Moreover,  it  is  not  a  major  con- 
stituent of  pineapple  liavors.  nor  is  it  par- 
tieularly  toxic  to  man.  It  is  simplistic  to 
belabor  artificial  flavors.  All  flavors,  not- 
{ Continued  on  page  102) 
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(L.  H.  Scott.  Jr.,  Assistant  Vice  President,  Seaboard  Coast  Line  Railroad  Co.) 


Now  Seaboard  gets  24-hour  printout  job  done 
in  one  hour  with  a  Kodaic  KOM  microf  iimer. 


No  longer  does  Seaboard  Coast  Line  have  to 
lease  extra  computer  time  to  turn  out  the  weekly 
12,000-page  report  showing  freight  car  move- 
ments. 

Not  only  is  the  job  done  now  in  one  hour— 
and  at  far  less  cost— but  Seaboard  Coast  Line 
also  gets  48  microfilm  copies  instead  of  the  4 
paper  reports  that  had  to  suffice  before. 

The  Kodak  KOM  microfilmer,  which  prints 
microfilm  images  directly  from  computer  tape, 
helps  speed  numerous  other  jobs.  As  does 
the  Kodak  Miracode  retrieval  unit,  which  lets 
Seaboard  find  microfilm  copies  of  desired  freight 
data  automatically,  in  seconds. 

To  see  how  Kodak  microfilm  products  can 
keep-you-on  the  right  track,  just  mail  the  coupon. 


Please  send  me  details  on  Kodak  KOM  microfilmers  and 
Miracode  retrieval  units. 


Name. 


Position. 


Organization. 

Address 

City 


State. 


-Zip. 


Eastman  Kodak  Company 
Business  Systems  Markets  Division 
Dept.  DP570,  Rochester,  N.Y.  14650 
For  better  information  management 

Kodak  Microfilm  Products 


Kodak 


Why  we're  making 
better  design  a  major  priority. 


By  the  I980's,  the  consumer 
electronic  business  has  the 
potential  of  being  a  15  billion 
dollar  business  with  home  video 
recording,  home  information 
centers,  and  related  advances 
in  communications  technology. 

And  it's  part  of  RCA's  long-range 
design  for  grovvth  and  profit 
to  be  a  leader  in  that  business. 

Which  is  why  we've  just  opened 
a  new.  $2  million  Design  Center 
at  the  headquarters  of  our  Con- 
sumer Electronics  operation. 
Because  we  believe  that  in  order 
to  benefit  from  the  growth 
potential  in  consumer  elec- 
tronics, everything  we  produce 
tomorrow  must  work  better 
look  better  and  serve  people 
better  than  the  best  that  is 
produced  today. 

At  the  Design  Center  dedication, 
RCA  chairman  Robert  Sarnoff 
said, 'American  industry,  with 
its  vast  wealth  of  talent  and 
resources,  has  a  cultural  as  well 
as  a  social  obligation'.'  And  we 
believe  that  you— and  all  of  us— 
should  have  products  in  the 
future  that  will  be  superior  In 
form  and  function  to  any  that 
are  produced  throughout  the 
world. 

At  RCA.  we're  concentrating 
on  many  areas  of  opportunity 
Like  consumer  electronics, 
consumer  services,  entertain- 
ment and,  of  course,  communi- 
cations technology.  Areas  In 
which  RCA  has  an  active  role 
today  and  will  seek  an  even 
greater  role  tomorrow. 


RCA 


'With  all  thy  getting  get  understanding'' 


Fact  and  Comment 


REGULATORS  CAN  BE  HEROES 


Regulatory  agencies,  particularly  the  federal  ones,  are 
often  considered  the  bete  noire  of  the  regulated,  espe- 
cially business.  Damning  the  regulators  is  such  a  habit 
that  even  the  regulated  who  occasionally  dominate  the 
regulators  continue  to  down  'em. 

The  thoughtful  businessman,  though,  knows  very  well 
in  his  heart  and  head  that  regulatory  agencies  which  do 
what  they  are  supposed  to  do  provide  prime  insurance  for 
relatively  free  enterprise's  survival. 

Left  nearly  alone  at  the  turn  of  the  century,  the  robber 
barons  of  steel,  oil,  tobacco,  railroads,  meat-packing  and 
the  like  showed  such  naked  avaristic  monopoly  power 
and  public-be-damnedness  that  it  took  all  the  clout  of 
that  day's  courageous  press  (then  known  as  muckrakers) 
plus  the  dynamic  Teddy  Roosevelt  to  slow  them  down. 

Still  relatively  unregulated.  Business  so  blew  it  in  the 
Twenties  that  the  ensuing  Depression  very  nearly  resulted 
in  business  being  put  out  of  business.  Only  damned-by- 

PUTTING  AN  ISSUE 

With  the  ever-present  possibility  of  the  potent  Vietnam 
war  issue  being  shot  out  from  under  his  campaign  by  a 
peace  agreement.  Presidential  candidate  McGovem  is  also 
concentrating  his  salvos  on  the  number  of  unemployed. 

For  those  who  are  seeking  work  and  who  cannot  find 
it,  this  is  as  real  an  issue  as  any  issue  could  be.  For  blacks 
whose  unemployment  rate  is  twice  that  of  whites,  it  is  es- 
pecially bitter.  For  the  Seattles  of  the  nation  hard  hit 
by  th»'  ceasing  or  completion  of  assorted  defense  system 
hardware,  the  unemployed  not  yet  redeployed  or  re- 
employed are  a  vital  and  costly  concern. 

Yet,  despite  the  4.7-million  estimated  jobless  at  this  mo- 
ment, the  total  number  presently  employed  is  quite  ex- 
traordinary when  one  considers  some  of  the  burdens  with 
which  our  economy  has  been  struggling.  Inflation;  price 
and  wage  controls;  a  mammoth  trade  gap  brought  about 
—among  other  things— by  the  successful  invasion  of  many 
traditional  American  markets  by  foreign  manufactured 
goods  of  prime  quality  and  design  at  prices  we  haven't 


business  Franklin  D.  Roosevelt  saved  free  enterprise,  by 
government  spending  and  a  spate  of  alphabetized  new  reg- 
ulatory federal  agencies. 

I  was  reminded  of  all  this  when  I  happened  to  read 
the  label  on  a  favorite  patent  medicine  the  other  day.  Do 
you  suppose  for  one  minute  that  its  admonitions,  ingredi- 
ents and  plain  words  would  be  there  if  the  Food  &  Drug 
Administration  wasn't? 

Sure,  some  regulatory  agencies  need  knocking  from 
time  to  time— like  the  Federal  Power  Commission,  which 
seems  more  concerned  with  regulating  short-term  rates 
than  spurring  crisis-steps  to  meet  a  dire  and  swiftly  ac- 
celerating power  shortage. 

Let's  face  it— federal  regulations  keep  more  companies 
honest  than,  honestly,  would  be  otherwise. 

Yes,  some  regulatoiy  agencies  need  knocking— but 
more  for  what  they  don't  do  by  way  of  their  jobs  than 
what  they  do  when  they  fully  do  their  jobs. 

IN  PERSPECTIVE 

been  able  to  match;  a  growing  federal  deficit  whose  size 
defies  comprehension;  jumping  taxes  on  every  level  and 
nearly  eveiything. 

Yet  81.6  million  people  now  do  have  jobs,  now  are  at 
work  in  the  U.S.— some  7.1  million  more  than  were  em- 
ployed during  the  last  Democratic  Administration.  Our  mil- 
itary forces  are  1.2  million  less:  In  1968  there  were  3.5  mil- 
lion men  in  the  services,  now  there  are  2.3  million.  A  quart- 
er of  a  milHon  fewer  civilians  work  for  the  military  now, 
and  those  employed  by  firms  doing  defense  work  have  fallen 
in  four  years  from  3.2  million  to  2  million.  In  four  years  12 
million  more  young  people  have  come  into  the  labor  force. 

In  addition  to  the  sizable  increase  in  the  number  of 
jobs  during  the  past  four  years  the  present  rate  of  un- 
employment is  trending  down,  the  percentage  declining. 

So  with  the  job  trend  up  and  the  economy  showing 
more  and  more  signs  of  solid,  almost  exuberant  health, 
it  will  be  tough  to  make  the  employment/ unemployment 
issue  an  overriding  one  on  Nov.  7. 
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FOOTNOTES  TO  FORBES'   55TH  ANNIVERSARY 


For  many  months  during  1916  and  1917  my  father  was 
raising  capital  necessary  to  start  Forbes,  the  first  issue  of 
which  appeared  on  Sept.  15,  fifty-five  years  ago. 

One  of  the  men  he  approached  was  Henry  Clay 
Frick,  whom  he  had  come  to  know  when  writing 
the  story  of  the  enormously  wealthy  Coke  King. 
Mr.  Frick  was  amenable  to  a  small  loan  and 
became  one  of  a  couple  of  dozen  who  put  up 
Forbes  magazine's  start-up  capital. 

My  father  told  us  that,  when  handed  the  check, 
he  could  hardly  wait  to  get  out  the  front  door  of 
the  Frick  mansion  (now  the  most  beautiful  gem  of 
an  art  museum  in  the  world)  to  look  at  the  check. 


"When  writing  about  him  some  years  earlier  he  had  told 

me  that  he  kept  two  personal  bank  accounts,  one  of  the 

regular  variety  and  another  whose  checks  bore  the  picture 

of  a  little  daughter  he  had  lost.  The  latter  were 

used  for  charitable  purposes. 

"I  had  talked  to  him  on  the  basis  that  my  maga- 
zine would  surely  be  successful  and  his  money  re- 
paid with  interest.  As  soon  as  the  butler  closed  the 
door  behind  me,  1  stood  on  the  steps  at  the  corner 
of  Fifth  Avenue  and  70th  Street  and  opened 
the  check.  It's  hard  to  tell  you  how  disappointed, 
chagrined  I  was  to  find  the  check  he'd  given  me 
Henry  Frick  bore  a  picture  of  his  beloved  child. 


"My  eagerness,"  he  explained,  "was  not  so  much  to  see 
the  amount  of  the  check,  which  I  rightly  anticipated  would 
be  modest,  but  to  see  which  check  Mr.  Frick  had  used. 


"For  a  moment— fleeting,  I  assure  you— I  was  tempted 
to  return  it  then  and  there.  Later  on  I  had  a  particular  hap- 
piness in  being  able  to  repay  the  loan— with  interest." 


WHATEVER  HAPPENED  TO 

Howard  Hughes 


PROFUNDITY  IN  A  PERFUME   MAKER'S   PROSE 


In  Advertising  Age  a  few  months  back  there  appeared  a 
colorful  advertisement  by  a  company  named  Firmenich, 
which  describes  itself  as  engaged  in  "Forward  planning 
in  fragrances  and  flavors." 

The  flavorful  copy  in  the  ad  includes 
an  obseivation  which  I  guess  ever  more 
businesses  are  discovering. 

"The  labels  are  off.  No-one's  all  girlish 
pink  any  more.  No-one's  all  machismo 
blue.  She  wears  his  clothes.  He  steals 
her  bath-salts.  Even  her  hairdresser.  She 
may  wear  only  a  touch  of  perfume.  While 
he  wallows  in  masses  of  something  deli- 
cious. Nice  thing  is,  they  have  no  prob- 
lems. Sad  thing  is,  you  do.  Role-rejection 
may  be  a  great  thing  for  people.  But  it 
plays  hell  with  market-planning  .  .  ." 

Doing  Your  Own  Thing,  while  it  may  be  a  phrase  that's 
grown  tiresome  from  overuse,  has  and  is  packing  an  eco- 
nomic wallop  which  has  and  is  staggering  multiple  markets 


and  multiple  corporations.  When  16  million  young  of 
high  school  age  and  15  million  more  of  college  age  decide 
no  fashion  is  the  fashion,  textile  industry  leaders  like  Burl- 
ington Industries,  J. P.  Stevens  and  others  must  cope  with 
loss  of  market;  famed  label  ragmakers 
go  under;  department  store  high  school/ 
college  apparel  departments  dwindle. 
Long  male  hair  and  faces  full  of  assorted 
sideburns,  handlebars,  goatees  or  a  full 
bush  send  hairbrush  (sometimes)  and 
shampoo  (sometimes)  sales  soaring,  and 
halve  the  number  of  barbers  while  dou- 
bling the  number  of  hairdressers. 
And  so  on  and  on  and  on. 
From  publishing  to  perfume,  from  all 
the  arts  to  almost  every  industry,  there's 
hardly  a  business  or  a  politician,  large  or 
small,  that  hasn't  felt  the  impact  of  this  31  million  strong, 
Do-Your-Own-Thing  generation. 

Like  it  or  not,  marketers  have  to  lump  it— or  cope  with  it. 


THE  GREATEST  ARTIST  OF  THEM  ALL 

Collector  Joseph  Hirshhorn. 
Who,  while  not  a  Rockefeller 

not  a  Mellon 

not  a  Morgan, 

got  the  Congress  and  President  Johnson— on  the  enthu- 


siastic endorsement  and  advice  of  those  who  sold  it  to  him 
—to  spend  $15  million  to  house  and  a  million  annually  to 
perpetuate  his  personal  collection  (albeit,  much  of  it  good) 
of  art  of  our  times. 

His  own  artistry  exceeds  any  in  his  collection. 


PEOPLE  WHO  CAN'T  SEE 

without  glasses,  should  wear  them. 


BLUE  CHIPS 

are  what  investors  think  they  are. 


22 


-MALCOLM  S.  Forbes, 

Editor-in-Chief 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse 
or  abuse  my  mind.  This  page  each  issue  will  contain  a 
few.  Which  verb  applies  to  what,  you  can  decide.— M.S. F. 


BY  THE  THIRD 


GENERATION- 
ARTISTS  AND  POETS 

John  Adams  in  a  letter  to  wife  Abi- 
gail: "I  must  study  politics  and  war, 
that  my  sons  may  have  liberty  to 
study  mathematics  and  philosophy. 
My  sons  ought  to  study  mathematics 
and  philosophy,  geography,  natural 
history  and  naval  architectvu"e,  navi- 
gation, commerce  and  agriculture,  in 
order  to  give  their  children  a  right 
to  study  painting,  poetry,  music, 
architecture,  statuary,  tapestry  and 
porcelain." 

DANCING  TO  THE 
FIRST  AMENDMENT 

Our  Constitution  wouldn't  have 
been  enacted,  approved  by  the  origi- 
nal thirteen  states,  if  the  First  Amend- 
ment hadn't  been  first  agreed  to  be 
approved,  freedom  of  speech  and 
press,  communication,  as  it  is  now 
understood;  a  very,  very  basic,  vital, 
important  difference  between  our 
country  and  a  lot  of  other  countries 
in  the  world. 

Does  freedom  of  expression  include 
dancing? .  .  . 

Ballet  and  dancing  are  communica- 
tion, and  I  don't  think  that  there  can 
be  any  doubt  that  a  go-go  dancer  is 
communicating.  Now  this  Court  may 
not   like   the   message;    some   people 


The  most  persistent  problem  fac- 
ing the  Nixon  Administration  has  been, 
is,  inflation.  In  1961  the  rate  of  infla- 
tion in  the  U.S.  was  1.2%.  By  Nixon's 
inauguration  in  1969  it  was  5.4%  and 
rising.  The  new  Administration  re- 
sponded by  attempting  to  run  the 
rate  down  to  an  "acceptable"  level  of 
2%-3%.  First  came  tight  money— and 
we  had  a  recession.  Now  we  have 
controls.  The  result?  Inflation  has 
abated. this  year,  but  there  are  signs 
aplenty  that  it  is  starting  to  rise  again. 

Which  leads  to  the  fundamental 
question:  Is  3%  inflation  worth  high 
unemployment,  recession  or  controls? 
WHiat  were  the  evils  from  rising  infla- 
tion during  the  late  1960s? 

The  standard  answers  are  that  it 
hurt  people  on  fixed  incomes,  people 
who  own  bonds  or  insurance,  people 
who  save;  that  it  led  to  the  gargan- 
tuan "catch-up"  or  "get-ahead"  wage 
settlements  which,  in  turn,  led  to  still 
higher  prices.  Tnie  enough. 

But   as   Don   Conlan,   a   prominent 


may  not  like  the  message  that  is  being 
communicated,  perhaps,  what  Miss 
Code  was  communicating,  although 
it  isn't  clear  what  she  was  communi- 
cating to  this  Court.  But  I  don't  have 
to  like  the  message  to  say  that  she 
has  a  right  to  convey  the  message. 

—Excerpt  from  a  recent  ruling  by 
Superior  Court  Judge  Robert  W. 
Winsor  of  Seattle  in  a  case  involving 
violation  of  an  ordinance  prohibiting 
topless  dancing.  Reprinted  from  the 
New  York  Times. 

BE  YOUR  OWN  PERSON 

The  new  Americans  of  two  cen- 
turies ago  were  not  three  million 
strong,  but  three  million  weak  .  .  . 
weak  militarily,  weak  economically. 

I  ask  you  to  imagine  the  plain,  old- 
fashioned  guts  it  required  back  in 
July  of  1776  in  the  British  colony  of 
Pennsylvania  for  a  man  to  sign  a  doc- 
ument which  immediately  upon  sign- 
ing made  him  a  wanted  criminal,  sub- 
ject to  hanging  if  apprehended,  and 
which  placed  in  the  most  serious  jeop- 
ardy his  home,  his  family  and  his 
means  of  livelihood. .  . . 

Imbued  with  that  sense  of  the  fu- 
ture, these  men  could  set  down  on  pa- 
per a  constitution  to  secure  the  bless- 
ings of  liberty  ...  as  they  put  it  .  .  . 
"to  ourselves  and  our  posterity."  This 
was  an  astonishing  presumption  for  a 
nation  with  a  ragtag  army  and  an  un- 
tried economy  . . .  yet  they  produced 


what  is  now  the  oldest  continuing  con- 
stitution in  the  histoiy  of  the  world. 

.  .  .  the  essence  of  America  is  more 
than  what  we  have;  it  is  what  we  are. 
. . .  the  ability  to  be  your  own  per- 
son is  being  newly  recognized  as  vital- 
ly important  to  the  quality  of  life,  and 
our  children  will  have  even  more  con- 
trol of  their  destinies  than  we  do  to- 
day. As  Jefferson  knew,  no  man  is 
given  an  automatic  right  to  happiness, 
but  he  is  endowed  with  the  right  to 
pursue  happiness  in  his  own  way. 
—From  a  speech  by  David  J.  Mahoney, 
CEO  of  Norton  Simon,  Inc. 

Right  On! 

An  Algerian  farmer  quoted  in  U.S. 
News  &  World  Report:  "Socialism  is 
when  the  Government  takes  away 
your  watch  and  then  tells  you  what 
time  it  is  whenever  you  don't  need  to 
know." 

No  Simple  Solution 

Jacques  Cousteau,  famed  French 
waterman,  commenting  on  chemical 
experiments  to  sink  oil  slicks:  "Imagine 
how  clever  of  mankind,  when  he  has 
a  big  slick  of  poison  on  top  of  the  wa- 
ter, to  add  something  to  it  that  will 
make  it  sink  slowly  and  kill  everything 
in  its  path,  all  the  way  to  the  bottom." 

Definitive 

Ambrose  Bierce's  critical  definition 
of  a  bore:  "A  person  who  talks  when 
you  wish  him  to  listen." 


PEG  INFLATION? 

economist,  says  in  Forbes  (Sept.  1), 
there  is  strong  evidence  that  a  higher 
rate  of  inflation  is  unavoidable  in  an 
economy  that  is  increasingly  service- 
oriented  and  that  demands  a  low  lev- 
el of  unemployment. 

If  the  U.S.  must  suffer  inflation, 
why  not  mitigate  its  evils  rather  than 
attempt  to  knock  it  down  to  unreal- 
istic levels  at  high  economic  and  so- 
cial cost?  Why  not  tie  bonds,  pen- 
sions, insurance,  wages— all  economic 
payments— to  some  sort  of  cost-of-liv- 
ing index  or  indexes?  If  done  through- 
out the  economy,  the  uncertainty  that 
results  from  rising  inflation  would  die. 
There  would  be  no  need  for  labor  to 
demand  exorbitant  wage  settlements; 
a  rise  in  wages  would  be  a  real  rise 
in  purchasing  power. 

A  Utopian  proposal? 

Not  necessarily. 

Brazil,  legendary  for  its  decades 
of  inflation,  has  done  it  since  1964. 
Everything,  from  savings  deposits  to 
the  purchase  of  a  car  on  credit,  is  tied 


to  an  index.  Has  this  neutralization  of 
inflation's  evils  led  to  a  destructive 
hyper-inflation,  d  la  Germany  of 
1923?  No;  since  1964,  inflation  has 
dropped  from  92%  to  20%.  Has  it 
meant  a  stop  in  real  growth?  No;  Bra- 
zil's real  economic  growth  rate  in  re- 
cent years  has  been  8%-9%,  one  of  the 
world's  best.  Has  it  led  to  massive 
government  debts?  No;  budget  defi- 
cits have  been  sharply  reduced. 

Already,  such  indexing  is  arising 
on  a  piecemeal  basis:  floating  prime 
rates,  future  social  security  increases 
tied  to  cost-of-living  indexes  and  the 
recent  proposals  for  variable  mort- 
gage rates. 

Should  such  an  embracive  proposal 
not  be  politically  feasible,  perhaps 
the  Administration  may  have  to  con- 
sider stabilizing  inflation  at  a  higher 
rate  than  the  2%-3%  now  sought.  Ac- 
cepting a  slightly  higher  percentage 
may  be  necessary  to  avoid  ever-in- 
creasing controls  and  sizable  unem- 
ployment. —M.S.  Forbes,  Jr. 
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START  IN  CANADA 


Open  the  cover  on  "Doing  Business  in  Canada" 
—  over  60  pages  of  fast-reading  hard-core  facts 
about  the  Canadian  business  world.  You'll  find 
the  answers  to  key  questions  we've  been  asked 
for  well  over  a  century. 

Here  —  quite  literally  —  you'll  find  the  inside 
story  on  such  things  as  the  kinds  of  companies 
you  can  form,  on  organizing  and  planning,  on 
international  trade  agreements,  fees,  taxes  and 
current  labor  legislation.  Also  facts,  figures  and 
information  on  important  aspects  of  developing 
your  operations  in  Canada. 


If  you'd  like  one  copy  —  or  several  for  your 
staff  —  simply  mail  a  request  on  your  company 
letterhead.  Just  address  Dept.  FB. 
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CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Over  1500  Branches  and  Over  $12  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.Y.  10005 
(212)  DIgby  4-3800 
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Superstars!  Supermoney! 

Where  does  a  young  man  go  to  get  rich  today?  Wall  Steet? 
Law?  Big  business?  How  about  professional  sports?  It's  a  field 
where  talent,  brass  and  a  good  manager  will  carry  you  far. 


Golf  superstar  Arnold  Palmer  hadn't 
been  inside  the  clubhouse  at  the 
$250,000  Westchester  Golf  Glassic 
more  than  a  minute  when  he  was 
besieged  by  a  man  tugging  at  his  el- 
bow. "Look  Arnie,"  he  said,  "we  want 
you  to  let  us  build  some  apartments 
for  you  at  Bay  Hill  [a  Florida  country 
club  with  condominiums  owned  by 
Palmer].  Let  us  in  on  your  deal." 

"Maybe,"  said  Palmer,  pulling  away 
and  heading  for  the  first  tee.  "Maybe 
we  can  talk  about  it  some  time." 

"Don't  forget  now,  don't  forget," 
the  man  yelled  after  him. 

"I  won't,"  Palmer  chuckled. 

And  he  won't.  For  Palmer  seems  to 
relish  business  as  much  as  he  does 
golf.  But  that's  the  way  it  goes  for  a 
superstar  these  days.  Tournaments 
and  business  deals.  Winnings  and  out- 
side profits.  They're  the  golden  twins 
of  the  1970s.  Never  before  has  so 
much  been  paid  for  what  sometimes 
seems  like  the  use  of  very  little  mus- 
cle. The  millionaire  sports  star  is  as 
common  as  the  millionaire  "sports- 
man" of  the  1920s.  And  most  of  the 
sports  stars  came  from  humble  begin- 
nings, like  Palmer,  who  as  a  kid  wasn't 
even  allowed  to  swim  in  the  country 
club  pool  in  his  hometown  of  Latrobe, 
Pa.  Now  he  owns  the  club. 

With  a  net  income  easily  exceeding 
$1  million  last  year,  Palmer  almost 
certainly  suipassed  the  earnings  of 
every  corporate  chieftain  in  the  coun- 
try, including  Harold  Geneen.  Nor  do 
many  corporate  bosses  ever  get  as 
rich  as  Palmer,  whose  net  worth  is 
somewhere  in  the  neighborhood  of 
$20  Million.  Palmer,  while  probably 
the  richest  active  athlete,  is  by  no 
means  alone.  The  sports  star,  not  the 
movie  star,  is  now  the  darling  of  an  af- 
fluent U.S.,  and  sports  have  become 
the  high-margin  end  of  show  business. 

Milwaukee  Bucks  superstar  Kareem 
Abdul- Jabbar,  whose  1969  five-year, 
$l-million  salaiy  was  reportedly  more 
than  the  Bucks  figured  to  net  as  a 
corporation,  has  just  signed  a  new 
$l-million-plus  contract  for  four  years. 
Spencer  Haywood's  $1.5-million,  six- 
year  contract  to  play  for  the  Seattle 
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SupeiSonics  and  Los  Angeles  Laker 
Jerry  West's  $600,000  for  two  years 
hardly  make  Jabbar's  contract  extraor- 
dinary. And  the  pattern  is  duplicated 
in  other  sports  pacts— from  Detroit 
Lions  quarterback  Greg  Landry's 
$400,000  for  three  years  to  Hank 
Aaron's  baseball  salary  of  $600,000 
for  three  years  to  boxer  Muhammad 
Ali's    $2.5   million   for  a   single  fight. 

Two  major  factors  in  modern  Amer- 
ican life  are  responsible  for  this  shower 
of  gold.  One  is  television;  it  takes  sports 
off  the  sports  page  and  brings  it  into 
every  home  in  the  country.  The  other 
is  the  growing  need  by  marketers  to 
make  one  fairly  standard  product 
stand  out  from  the  others;  there  are 
ways  to  make  an  athlete's  glamour 
rub  off  on  many  kinds  of  products. 
Pitcher  Vida  Blue's  name  worked  for 
"ice  blue"  Aqua  Velva,  golf  star  Lee 
Trevino  brings  Bayer  Aspirin  a  sporty 
new  image,  and  French  skier  Jean- 
Claude  Killy  boosts  skiing  in  the  Rock- 
ies for  United  Air  Lines. 

"The  economics  of  sports  has 
changed,"  says  Robert  G.  Woolf,  who 
is  known  to  many  team  owners  as 
"the  Woolf  at  the  door."  Woolf  should 
know.  He  represents  some  200  of  the 
nation's  top  players.  "There's  really  no 
limit  to  what  you  can  get  for  an  out- 
standing athlete  these  days,"  Woolf 
says  happily. 

Woolf  last  month  negotiated  a  ceil- 
ing-shattering five-year  contract  for 
Derek  Sanderson  estimated  at  $2.7 
million.  Sanderson,  26,  a  high  school 
dropout  who  played  pretty  good  cen- 
ter for  the  Boston  Bruins,  moved  to  the 
Philadelphia  Blazers  of  the  new  World 
Hockey  Association.  "I'm  the  highest- 
paid  player  in  the  world,"  he  cried 
when  the  contract  was  announced. 

Sanderson  was  thinking  that  Bobby 
Hull,  33,  the  "Golden  Jet"  of  the 
Chicago  Black  Hawks,  received  only 
$2.5  million  over  ten  years  to  jump  to 
the  Winnipeg  Jets.  But  wait  a  minute, 
says  Hull's  manager,  Harvey  S.  Wine- 
berg,  a  relatively  obscure  Chicago  ac- 
countant until  he  hashed  out  the  Hull 
deal.  "Bobby  has  really  got  the  big- 
gest contract  in  sports  history.  There 
was  an  immediate  cash  bonus  of  $1 
million.  A  $3.5-million  deal." 

Forbes  counts  more  than  200  sports 
competitors  who  make  over  $100,000 
a  year.  The  millionaires  number  close 
to  50,  and  both  figures  may  be  higher. 
Little  wonder  then  that  boxer  Joe 
Frazier,  who,  like  Ali,  grossed  $2.5 
million  from  their  fight,  can  say  to 
Forbes,  "The  next  Ali  fight  will  be  a 
little  different.  I'm  only  going  to  be 
asking  for  about  $3.5  million." 

What  seems  strange  in  this  new 
world  for  athletes  is  that  what  you 
batted  last  week,  or  how  long  you 
have  left  to  play  doesn't  seem  to  mat- 
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ter.  Not  when  a  quarterback  with 
two  weak  knees,  Joe  Namath  of  the 
New  York  Jets,  can  settle  for 
$500,000  over  two  years.  Or  an  aging 
baseball  great  like  Willie  Mays  can 
return  to  New  York  with  the  Mets  for 
$165,000  a  year.  For  it  just  isn't  how 
you  play  the  game.  It's  also  how  well 
you're  known,  what  your  lifestyle  is 
off  the  field,  what  your  "charisma 
quotient"  is. 

Sportswriter  Jerry  Izenberg  claims 
in  his  book.  How  Many  Miles  to 
Camelot?,  that  sports  are  the  social 
barometer  of  our  times,  the  activity 
that  gauges  the  temper  of  the  nation. 
The  athlete  with  charisma  draws  the 
crowds.  But  women  tennis  stars,  for 
example,  didn't  start  to  draw  crowds 
until  their  purses  were  raised.  That's 
why,  Izenberg  says,  athletes  who 
reach  for  the  big  buck  don't  sully 
their  images;  they're  just  doing  what 
the  whole  society  is  doing.  It  even 
works  in  reverse.  Some  observers  trace 
a  temporary  decline  in  Joe  Namath's 
popularity  to  his  well-publicized  fi- 
nancial setbacks.  An  athlete's  charis- 
ma, apparently,  is  derived  in  equal 
parts  from  the  game  he  plays  and  the 
prizes  he  wins.  Supermoney  helps  pro- 
duce superstars  as  well  as  vice  versa. 

"Lights,  Camera  .  .  ." 

Show  business?  Of  course  it's  show 
business  and  nobody  any  longer 
bothers  to  deny  it.  "Look,  I  know  it 
didn't  hurt  Derek  Sanderson  and  me 
to  tour  the  Carson,  Griffin  and  Cavett 
TV  shows  to  build  his  image,"  says 
attorney  Woolf.  "A  lot  of  Derek's  con- 
tract is  pure  showbiz."  Notes  Mark 
McCormack,  whose  International 
Management,  Inc.,  handles  a  bewild- 
ering array  of  sports  celebrities  (Ar- 
nold Palmer,  Gaiy  Player,  Rod  Laver, 
Jackie  Stewart,  etc. ) :  "A  sports  mon- 
eymaker has  to  have  something  extra. 
Billy  Casper  is  a  great  golfer,  but  he 


has  as  much  charisma  as  an  acorn. 
Doug  Sanders  makes  infinitely  more 
money  just  because  he  has  a  colorful 
personality." 

Athletic  ability,  charisma  and  cash 
flow  together  most  often  these  days 
on  the  golf  course.  Golf  has  an  advan- 
tage: Whereas  for  most  people,  foot- 
ball and  basketball  and  hockey  are 
spectator  sports,  golf  is  played  by 
millions  of  Americans,  many  of  them 
rich  and  influential.  They  can,  there- 
fore, identify  with  the  game.  The 
golfer  who  still  puts  it  all  together 
best  is  Palmer,  who  was  named  Ath- 
lete of  the  Decade  in  1970  by  the  As- 
sociated Press.  This  year  Palmer's 
worldwide  activities  are  expected  to 
gross  $55  million  to  $60  million. 

"I  had  decided  long  before  I  had 
any  success  that  golf  and  business  con- 
nected with  golf  were  going  to  be 
part  of  my  life  one  way  or  another," 
says  Palmer.  So  they  are.  Before  arriv- 
ing at  the  Westchester  Classic,  Palmer, 
43,  was  buzzing  around  the  country  in 
his  AeroCommander  jet  keeping  well- 
paid  golf  dates  for  Chase  Manhattan, 
United  Air  Lines,  Allstate  Insurance 
and  Xerox  and  presiding  at  a  dinner 
of  contest  winners  at  the  Arnold  Palm- 
er Putting  Courses.  Palmer  can  com- 
mand as  much  as  $10,000  for  a  short 
personal  appearance. 

A  large  part  of  his  business,  Arnold 
Palmer  Enterprises,  has  already  l^een 
sold  to  NBC  for  an  estimated  $15 
million.  (For  tax  purposes,  cash  in- 
stallments are  paid  yearly,  with  the 
size  dependent  on  Enterprises'  gross.) 
Another  arm  that  sells  golf  equip- 
ment and  clothing  has  been  merged 
with  a  public  company,  Professional 
Golf  Co.,  Inc.,  in  which  Palmer  owns 
stock  worth  about  $1  million.  That 
came  after  each  unit  weathered 
heavy  losses,  but  Professional  Golf  has 
now  been  turned  around  into  a  mon- 
eymaker. "We  think  we're  just   now 
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approaching  our  full  business  poten- 
tial," says  Palmer. 

Palmer  hasn't  won  a  major  tourna- 
ment this  year.  No  matter:  The  cash 
register  rings  merrily  on.  Meanwhile, 
on  golf  playing  alone.  Palmer's  young- 
er rival,  Jack  Nicklaus,  32,  may  stroke 
his  way  to  a  record  $350,000  this 
year.  By  the  end  of  the  Profession- 
al Match  Play  Championship  on  Aug. 
27,  he  had  won  $280,481.  "And  that's 
only  the  tip  of  Jack's  iceberg,  just 
10%  of  his  total  income,"  claims  his 
business  partner,  Putnam  Pierman, 
Columbus,  Ohio  real  estate  contractor. 
Rather  than  being  managed  by  one 
group  like  IMI,  Nicklaus  relies  on 
Pierman  and  a  group  of  marketing 
and  financial  experts  to  be  his  "in- 
house  agency."  Nicklaus  may  well 
gross  $3.5  million  a  year  as  his  team 
claims,  but  Forbes  was  unable  to  sub- 
stantiate the  figure  from  other  sources. 

Most  of  Nicklaus'  outside  income  is 
generated  by  a  set  of  corporate  con- 
tracts in  business  areas  that  rival  Pal- 
mer's. Clients  include  the  Pontiac  di- 
vision of  General  Motors,  at  $250,000 
for  five  years,  for  which  he  does  com- 
mercials, motivates  dealers  and  even 
sells  cars  himself;  Eastern  Air  Lines  at 
$300,000  for  five  years  to  help  pro- 
mote golf  tournaments  for  air  travel- 
lers; the  MacGregor  divison  of  Bruns- 
wick for  golf  equipment,  and  Hart 
Schaffner  &  Marx  to  push  clothes.  Sem- 
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inars  are  held  by  JSficklaus  sponsors 
jointly,  so  that  Nicklaus  campaigns 
can  be  fully  orchestrated. 

There  is  no  love  lost  between  the 
Nicklaus  team  and  the  Palmer  team. 
Nicklaus  was  originally  managed  by 
IMI,  which  also  manages  Palmer.  Mc- 
Cormack  claims  that  he  negotiated  all 
of  Nicklaus'  promotional  contracts  be- 
fore Nicklaus  switched  to  Pierman.  Pier- 
man's  group,  says  McCormack,  has  so 
far  failed  to  find  any  major  new  con- 
tracts for  Nicklaus.  Says  Pierman,  "We 
don't  believe  an  Arnold  Palmer  can 
carry  our  goddam  hat  in  business." 
Says  McCormack:  "They  haven't  ne- 
gotiated any  new  contracts  because 
they  don't  know  what  they're  doing." 

Like  Palmer's  backers,  Nicklaus'  men 
are  convinced  he  could  bogey  every 
hole  next  year  and  still  earn  up  in  sev- 
en figures.  Bobby  Jones  golf  clubs, 
they  note,  still  sell  well. 

And  look  at  Don  Carter.  Ten  years 
ago,  when  Carter  was  the  world's  best 
bowler,  he  won  $100,000.  This  year 
at  age  45,  with  bum  knees  that  side- 
line him  for  months  at  a  time.  Carter 
will  make  twice  that  without  throwing 
a  strike.  In  addition  to  endorsing  S.W. 
Industries'  Ebonite  balls.  Carter  and 
a  couple  of  pals  bought  control  of  the 
firm  that  was  making  the  Don  Carter 
Bowling  Glove.  Today  Carter  is  a  kind 
of  living  legend,  and  half  the  pros 
and  millions  of  amateurs  wear  the 
$3.95  gloves  made  by  Carter's  Nation- 
al Athletic  Supply  Co. 

An  International  Commodity 

Helping  drive  up  a  superstar's  in- 
come is  the  fact  that  the  rest  of  the 
world  has  gone  sports  crazy  along 
with  the  U.S.  An  athlete  can  often 
be  a  marketable  commodity  in  En- 
gland as  well  as  in  the  U.S.,  Japan 
and  France. 

Champion  racing  driver  Jackie  Stew- 
art, for  instance,  was  scraping  by  on 
about  $180,000  a  year  from  race  win- 
nings until  he  found,  with  some  coach- 
ing from  McCormack's  IMI,  he  could 
develop  contracts  worldwide.  Stewart's 
sponsors  include  ELF,  a  French  gov- 
ernment-owned fuel  company  and  U.S 
giants  like  Goodyear,  Liggett  &  My- 
ers and  ABC  Television.  "The  business 
things  broadened  my  horizons,"  says 
Stewart.  "I  was  getting  so  bored  with 
racing  I  might  have  quit  otherwise." 
The  "business  things"  have  also  at 
least  doubled  his  annual  income. 

There  are  lots  of  equally  solid,  if 
not  as  spectacular,  big  moneymakers 
around  sports  these  days.  Top  jockeys, 
for  instance.  Willie  Shoemaker  has 
ridden  his  horses  to  more  than  $40 
million  in  purses  in  his  lifetime.  He 
multiplies  his  10%  share  through  Texas 
oil  wells  and  an  Arizona  ranch. 

And  Laffit   Pincay,   a   Panamanian 


jockey  who  rides  mainly  in  California, 
is  coming  on  strong.  As  the  top  mon- 
ey-winning jockey  in  1971,  he  grossed 
well  over  $300,000  at  the  track.  That's 
being  quickly  invested  for  him  in  such 
things  as  shopping  centers  near  New 
York  City  and  Phoenix  by  Vincent 
Andrews  (whose  firm  once  handled 
President  Nixon's  income ) . 

The  big  payoff  in  professional 
sports  is  hardly  limited  to  world-fa- 
mous names.  Even  the  star  whose 
name  isn't  known  much  beyond  his 
hometown  can,  if  canny  enough,  build 
local  product  endorsements  and  per- 
sonal appearances  into  a  real  nest  egg. 

Ed  Podolak,  running  back  and  lead- 
ing ground  gainer  for  the  Kansas  City 
Chiefs,  is  hardly  a  superstar  like  Na- 
math.  His  playing  salary  last  year  was 
only  $35,000.  But  this  25-year-old 
graduate  in  business  from  the  Univer- 
sity of  Iowa  is  also  a  bank  vice  presi- 
dent, owner  of  two  insurance  agencies, 
a  TV  spokesman  for  Standard  of  In- 
diana and  a  half-dozen  other  area 
businesses.  Podolak  is  also  a  good 
public  speaker  who  flies  by  private 
plane  to  make  20  or  more  appear- 
ances a  year  at  $1,000  a  crack.  Push- 
ing hard  for  current  income,  Podolak 
has  driven  his  take  up  over  $100,000 
a  year.  Now  he  is  close  to  settling  with 
Kansas  City  for  a  three-year,  $250,000 
contract.  "And  I  wonder  if  it  isn't  be- 
cause he's  as  good  a  businessman  as 
he  is  a  football  player,"  suggests  a 
friend. 

Even  the  Cost  of  Living  Council 
has  done  its  part  by  exempting  ath- 
letes from  the  wage  freeze.  National 
Hockey  League  owners  initiated  a  bar- 
rage of  court  suits  to  block  players 
from  jumping  to  the  WHA,  but  the 
only  result  seems  to  be  higher  NHL 
salaries,  such  as  Ranger  Brad  Park's 
recent  estimated  $l-million  pact  to 
stay  in  New  York  City. 

"The  players  don't  understand," 
complains  Clint  Murchison,  owner  of 
the  Dallas  Cowboys,  "that  most  pro- 
fessional teams  don't  generate  much 
profit."  You  can  hardly  hire  a  rookie 
out  of  college  any  cheaper  than 
$35,000  a  year,  notes  Sam  Shulman, 
50%  owner  of  the  Seattle  SuperSonics. 
But  Shulman  doesn't  lose  any  sleep 
over  salaries.  "We  made  these  salaries 
high,"  he  says,  "and  we  can  live  with 
what  we've  done."  Like  other  owners, 
Shulman  probably  has  sweet  dreams 
of  rising  franchise  values  and  possible 
capital  gains.  Shulman  paid  $700,000 
for  a  50%  interest  in  a  franchise  he 
now  values  at  in  excess  of  $7  million. 
In  addition,  he  claims  a  30%  annual 
return  on  his  investment. 

Of  course  there  was  the  case  of  Bos- 
ton Celtics  forward  John  Havlicck  who 
turned  down  a  $1.2-million,  three- 
year  American  Basketball  Association 
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contract  to  stay  with  the  Celtics  of 
the  National  Basketball  Association 
for  $600,000.  He  liked  Boston  too  well 
to  leave.  What  made  this  unusual  was 
that  the  ABA  offer  was  bonded.  It 
was  as  good  as  cash,  which  hasn't 
been  true  of  a  number  of  recent  mil- 
lion-dollar sports  contracts. 

It  has  long  been  a  practice  to  tax 
shelter  a  player's  income  once  he  gets 
into  a  44%  bracket  b\'  using  extended 
payouts,  insurance  and  a  variety  of 
fringes.  And  many  individual  stars 
turn  themselves  into  corporations  and 
shovel  most  of  their  income  into  tax- 
exempt  pension  funds  and  profit-shar- 
ing plans.  (Jockey  Pincay  is  one  ex- 
ample.) But  some  shrewd  owners 
and  accountants  have  been  going  be- 
yond these  practices.  Deferred  income 
is  invested  for  the  athlete  in  deals 
that  may  or  may  not  reach  the  bally- 
hooed  contract  price. 

Lots  of  Paper 

Spencer  Haywood  says  that  when 
he  signed  with  the  ABA  Denver  Rock- 
ets at  age  20  there  was  plenty  of  fan- 
fare over  his  $1.9-million,  six-year  con- 
tract. But  Haywood  says  what  he  was 
really  to  get  was  a  $400,000  cash  pay- 
ment over  six  years,  while  $10,000  a 
year  was  being  invested  for  him  over 
55  years.  At  that  time,  his  nest  egg 
was-^upposed  to  be  worth  $1.5  million. 
The  team,  if  it  lasted  so  long,  would 
have  paid  out  only  $950,000.  Hay- 
wood meanwhile  could  not  touch  the 
fund  until  his  70th  birthday! 

"I  was  told  by  an  ABA  team  that 
I'd  get  my  money  at  some  arbitrary 


time,  say,  20  years  from  ne>v,"  says 
New  York  Knickerbocker  guard  Walt 
Frazier.  "It  was  a  paper  deal  and  I 
said  no  go."  Frazier  probably  makes 
in  excess  of  $100,000  a  year  in  salary 
himself,  and  also  has  a  string  of  en- 
dorsements. He  set  up  Walt  Frazier 
Enterprises  two  years  ago  to  help 
young  players  stay  out  of  paper  deals, 
and  last  year  the  company  made  man- 
agement fees  of  $350,000. 

In  response  to  soft-dollar  contracts, 
players  increasingly  seek  hard  cash- 
taxable  or  not.  Sanderson's  $2.7  mil- 
lion, five-year  contract  reportedly  in- 
cluded $1  million  in  cash:  $500,000  of 
which  was  salary  in  advance  and 
$500,000  was  a  nonsecured  long-term 
loan  at  the  prime  rate.  The  advantage 
of  the  loan  is  that  it  immediately 
gives  Sanderson  $500,000  in  cash  on 
which  he  need  pay  no  income  tax; 
the  money  meanwhile  is  available  for 
investment.  In  addition,  $1.5  million 
was  set  aside  in  a  bank  so  that  his 
salary  will  be  paid  even  if  the  Blazers 
bum  out.  Also  thrown  into  the  deal 
is  a  $100,000,  one-year  scouting  con- 
tract for  Sanderson's  father.  Four  years 
ago,  Sanderson  made  only  $14,000 
a  year. 

It's  not  all  gravy,  of  course.  The 
lawyers  and  agents  and  managers  and 
accountants  who  handle  these  deals 
do  not  come  cheap.  Woolf,  a  million- 
aire himself,  makes  handshake  agree- 
ments with  athletes  for  "whatever  my 
services  are  worth";  something  that 
can  easily  ride  above  the  agents  usual 
10%  of  a  contract. 

Many  managers  also  collect  all  of 


Payoff.  As  a  sport,  chess  may 
be  arcane;  but  even  so,  as  the 
world  champion,  Bobby  Fischer 
should  wind  up  as  a  millionaire. 


Laffif  Pincay  (left)  rides  for  the  roses. 


a  client's  income,  pay  his  bills  and  put 
him  on  a  budget.  Chicago  attorney 
Arthur  Morse,  who  handles  a  number 
of  top  players,  including  Ed  Podolak, 
isn't  one  of  them.  "It's  too  easy  to  mis- 
use a  big  money  pot  like  that,"  says 
Morse.  His  clients  handle  their  own 
funds  under  an  investment  blueprint. 

Tax-sheltering  devices  in  real  es- 
tate, oil  exploration,  cattle  feeding, 
mink  breeding,  etc.,  remain  part  of 
the  staple  for  athletes,  along  with 
offers  of  franchises  and  stock  promo- 
tions. Characteristically  they  come  un- 
filtered  through  locker  room  bull  ses- 
sions or  hotel  lobby  encounters. 

The  Chiefs'  Ed  Podolak  complains 
that  often  athletes  are  led  into  shaky 
tax  shelters  at  the  expense  of  current 
income  that  could  be  better  placed  in 
bonds  or  even  cash  savings.  And,  it's 
true,  athletes'  failures  in  moneymak- 
ing  are  legend.  Joe  Namath  bombed 
twice.  Once  with  his  fast-food  chain, 
Broadway  Joe's,  where  in  just  one  day 
he  suffered  a  $180,000  paper  loss,  and 
then  an  employment  agency  with  for- 
mer Yankee  great,  Mickey  Mantle, 
which  was  sold  off  after  losing  $1.5 
million.  Bobby  Hull  took  a  .shellack- 
ing two  years  ago  because  of  some 
sour  investments.  Jerry  Lucas,  now 
with  the  New  York  Knickerbockers, 
filed  for  bankruptcy  after  his  restaur- 
ant chain  faltered. 

Athletes  are  as  often  victims  of  their 
own  bad  judgment  as  they  are  that  of 
well-meaning,  and  devious,  advi.sers. 
But  when  you're  in  yoiu"  2()s  and  rich 
and  a  hero,  it's  easy  to  forgot  tomor- 
row. So  one's  net  worth  is  probably 
more  dependent   on  one's  manager's 


28 


FORBES.   SEPTEMBER   15,   1972 


ability  than  on  one's  own  skills.  "When 
I  came  to  this  country,"  says  jockey 
Pincay,  "I  knew  veiy  little  about  han- 
dling money.  Now  I  let  a  smart  per- 
son invest  it  for  me  so  I  don't  lose  it." 
Says  Jack  Nicklaus:  "I  just  do  what 
they  [his  advisers]  say.  You  know?" 

Some  team  owners  feel  that  the 
bonanza  for  them  and  the  players  may 
end  if  the  various  forms  of  the  re- 
serve system— the  right  of  a  team  to 
hold  a  player— are  eliminated.  Player 
suits  are  mounting  against  these  bars 
to  a  player's  freedom  of  movement. 
If  they  are  broken  completely,  the 
better  players  may  gravitate  to  the 
richer  teams  while  the  more  unprofit- 
able  operators   pick   up   the   average 


athletes.  But  the  players  say  that  all 
they're  asking  are  more  flexible  sys- 
tems than  the  present  ones. 

Also,  some  observers  already  see  a 
lessening  in  the  effectiveness  of  sports 
stars  for  promotional  puiposes.  "Credi- 
bility is  involved  here,"  says  Joseph 
Daly,  president  of  the  advertising 
agency,  Doyle  Dane  Bernbach.  "There 
are  a  lot  of  young  sophisticated  peo- 
ple who  are  not  about  to  believe  a 
product  is  good  just  because  an  ath- 
lete says  it  is."  And  there  are  other 
limits:  People  may  take  an  Eastern 
Air  Lines  golf  tour  because  Jack  Nick- 
laus urges  them.  But  will  they  fly 
Eastern  to  visit  the  relatives  just  be- 
cause a  golfer  praises  the  sei-vice?  Joe 


Namath's  experience  shows  that  foot- 
ball won't  sell  hamburgers. 

Weep  not  for  the  sports  stars, 
though.  Adulation  of  athletes  seems  to 
be  spreading.  Tennis,  racing  and  hock- 
ey stars  now  rate  nearly  equal  space 
on  the  sports  pages  with  basketball, 
football  and  baseball.  A  Mark  Spitz  in 
swimming  or  a  Bobby  Fischer  in  chess 
can  become  world  heroes  overnight. 

Most  movie  stars  and  virtually  all 
politicians  have  lost  their  glamour  as 
far  as  the  American  public  is  con- 
cerned; but  a  nation  must  have  heroes. 
Sports  seems  to  be  filling  the  bill,  and 
the  athletes  and  their  managers  would 
be  less  than  human  if  they  failed  to 
cash  in  on  the  trend.  ■ 


Women's  Liberator 

BiLLiE  Jean  King,  the  top  woman 
tennis  pro,  is  the  first  female  athlete 
ever  to  win  $100,000  in  a  single  year. 
That  makes  her  the  swingingest  lady 
in  the  Women's  Lib  movement. 

"Men  have  assumed  women  tennis 
players  weren't  worth  much  at  all," 
says  Billie  Jean.  In  1970  when  the 
Pacific  Southwest  Open  offered  the 
women's  champion  $1,500,  the  top 
man  got  $12,500.  Billie  Jean  burned. 
Joined  by  eight  other  top  women  pros, 
she  launched  a  women-only  tour.  That 
tour  now  offers  $614,000  in  prize 
money,  a  fifth  of  it  by  the  Virginia 
Slims  division  of  Philip  Morris. 

Ironically,  Billie  Jean's  success  at 
28  has  created  a  new  career  for  her 
Honolulu  attorney  husband,  Larry 
King:  managing  her  money  and  career. 
Lariy  keeps  Billie  Jean's  earnings, 
$121,000  so  far  this  year,  in  her  own 
account,  charging  her  the  15%  feejie 
charges  other  clients. 

Larry  keeps  half  her  portfolio  in 
tax-sheltered  real  estate  and  oil  in- 
vestments, half  in  a  personal  invest- 
ment corporation,  TennisAmerica. 

TennisAmerica  owns  a  $700,000, 
six-acre  recreation  layout  at  Lake  Ta- 
hoe  and  12  tennis  camps  across  the 
country.  It  also  manages  tennis  tourna- 
ments and  other  players. 

Larry  has  also  been  building  up  her 
outside  income;  while  only  about 
$60,000  last  year,  this  year  it  may 
be  $100,000.  Billie  Jean  has  been  tied 
in  with  Wilson  sporting  goods  and 
Adidas  shoes,  and  helped  Head  Sports- 
wear develop  its  line.  Now  she's  also 
branching  out  into  nontennis  products. 

Women's  Lib  notwithstanding,  no 
battle* of  the  sexes  exists  between  hus- 
band and  wife.  "Billie  Jean  isn't  in- 
terested in  managing  her  money," 
says  Larry.  Says  she:  "Larry  knows 
tennis  and  I  trust  him.  I  don't  think 
I  would  trust  anyone  else." 


Bf/ff'e  Jean  King 
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The  Money  Will  Come 

Is  SPORTS  the  last  refuge  of  the  old 
Protestant  Ethic?  Maybe.  Quarterback 
Johnny  Unitas  fairly  exudes  the  old 
P-E.  Says  he:  "If  you  go  out  and  work 
your  backside  off  and  become  a  suc- 
cess, money  will  come  to  you."  But 
you  must  have  faith.  Unitas'  mother 
cleaned  Pittsburgh  office  buildings  by 
night  and  worked  in  a  bakery  by  day 
to  keep  him  in  school.  At  the  same 
time  she  put  herself  through  night 
school  to  become  a  bookkeeper  for 
the  City  of  Pittsburgh.  After  the  Pitts- 
burgh Steelers  dropped  Unitas  in 
1956,  he  played  sandlot  football  for 
$6  a  game. 

The  Baltimore  Colts  finally  picked 
him  up  and  never  regretted  it.  For 
his  relatively  modest  salary— $100,000 
a  year— he  virtually  invented  the  Long 
Bomb,   that  looping  half-a-field  pass 


which  helped  make  pro  football  good 
TV  fare.  But  bad  luck  continued  to 
dog  Unitas.  He  lent  his  name  to  a 
food-franchising  deal  that  went  bust 
and  invested  $30,000  in  a  chain  of 
bowling  alleys  which  did  likewise. 
Unitas  concentrated  on  football  at  the 
request  of  the  Colt  owners  and  did 
not  get  involved  in  management.  "I 
didn't  really  get  hurt,"  he  says.  "But  I 
hate  to  be  associated  with  a  loser." 

Johnny  Unitas  just  kept  plugging. 
And  now  his  luck  has  changed.  He 
has  not  only  lent  his  name  but  also  his 
personal  participation  in  management 
to  five  projects  in  the  Central  Florida 
area  close  to  Disney  World,  not  far 
from  where  the  Colts  pitch  summer 
camp.  They  include  Sheraton  Inn  and 
Firestone  repair  franchises,  two  planned 
residential  developments  on  700  acres 
and  a  seafood  supply  company.  Large 
users  of  seafood  are  Unitas'  Golden 


iohnny  Unitas 

Arm  restaurants  in  Orlando  and  Balti- 
more—the latter  has  now  paid  off  a 
$250,000  bank  loan  in  just  five  years. 

This  time,  Unitas  says,  he's  in  full 
control,  with  advice  coming  from  his 
former  high  school  basketball  coach, 
Orlando  attorney  Dario  Icardi.  And 
last  year  Icardi  got  Unitas'  annual 
income  up  over  $200,000,  mainly 
through  some  fast-turning  real  estate 
deals  around  Houston  and  Dallas.  "I 
don't  fool  with  stocks,"  says  Unitas. 
"I'm  strictly  in  land.  It  can  be  expen- 
sive, but  look  at  those  capital  gains." 

Unitas  may  be  stuck  on  a  limb  if 
recession  hits  Central  Florida.  And  he 
also  has  a  new  bride  as  well  as  his 
former  wife  and  five  children  to  watch 
out  for.  But  Unitas  still  has  the  faith. 
"If  it's  a  good  deal  for  me  and  good 
for  the  guy  on  the  other  end,  it  will 
work,"  he  says. 


The  25  Percenters 

Mark  H.  McCormack  calls  his  In- 
ternational Management,  Inc.,  the 
General  Motors  of  the  sports  celebri- 
ty business.  IMI  occupies  a  luxurious 
ofiice  in  Manhattan's  CM  Building 
and  seven  others  in  glamorous  spots 
like  London,  Paris,  Tokyo  and  Syd- 
ney. The  client  list  reads  like  a  Who* 
Who  of  superstardom:  Arnold  Palm- 
er, Jackie  Stewart,  Jean-Claude  Killy, 
Evonne  Goolagong,  Stein  Erickson, 
Gary  Player,  Bob  Charles,  Doug 
Sanders,  Raymond  Floyd,  announcer 
Chris  Schenkel,  Lamar  Hunt's  World 
Championship  of  Tennis,  and  even 
such  unsporty  celebrities  as  models 
Jean  Shrimpton  and  Veruschka,  hair 


stylist  Vidal  Sassoon  and  cartoonist 
Hank  Ketchum. 

IMI  has  a  staff  of  200.  It  is  broken 
down  into  six  management,  investment 
and  merchandising  divisions.  It  han- 
dles celebrities  like  GM  does  new  cars 
—shining  their  public  image  to  a  fine 
marketing  gloss  while  keeping  finan- 
cial insides  healthy  through  sickness 
and  health,  marriage  and  divorce, 
losing  and  winning  seasons. 

IMI  faces  growing  competition,  in- 
cluding the  Boston  Co.'s  Personal  Re- 
sources, Black  Athletes  Management 
Co.,  The  Professionals  of  Johnny 
Bench,  Walt  Frazier  Enterprises  and 
Inverness  Management.  "But  we  were 
the  pioneers  in  doing  a  blanket  job 

Mark  McCormack 


for    the    client,"    says     McCoiTnack. 

Only  sometimes  the  blanket  can  be 
drawn  too  tight.  Jack  Nicklaus,  for  ex- 
ample, says  he  pulled  out  of  IMI  be- 
cause he  didn't  like  the  way  McCor- 
mack handled  his  affairs.  McCormack 
says  Nicklaus  was  just  jealous  that 
Palmer  was  getting  his  personal  at- 
tention while  Nicklaus  was  assigned 
another  IMI  account  executive.  "If 
I'd  stayed  small,  I'd  probably  still 
have  Nicklaus,"  says  McCormack. 
"But  the  only  way  you  can  build  a 
talent  organization,  the  way  Lew 
Wasserman  built  MCA,  is  to  add 
trained  account  men  as  you  add  cli- 
ents. You  try  to  sell  clients  on  IMI's 
overall  expertise,  so  they  don't  have  to 
call  you  when  they  have  a  problem." 

For  such  services,  IMI  charges  a 
premium  price,  a  much  heftier  av- 
erage fee  than  McCormack  was 
charging  as  a  lawyer  back  in  Cleve- 
land 15  years  ago.  "We  don't  do  any- 
thing for  I0%,"  says  McCormack. 
IMI's  average  cut  is  25%.  But  as  long 
as  McCormack  keeps  drawing  siipcr- 
stars  into  his  fold  and  i)uil(ling  up 
their  incomes,  he  no  doubt  can  keep 
his  own  rates  up,  too.  "Why  not?" 
says  McCormack.  "We  have  the  cli- 
ents and  we  have  the  contracts."  New- 
est client:  Pel6,  the  soccer  star. 
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We're  helping  U.S.  exports  take  off. 
With  $3  billion  in  export  credit. 


In  the  last  18  months, 
Manufacturers  Han- 
over financed  world- 
wide U.S.  export  trans- 
actions totaling  $3.2 
billion  in  both  long  and 
short  term  loans. 

For  example,  as 
leader  of  a  24-bank  syn- 
dicate, we  marshalled 
$310  million  for  a  Texas- 
based  oil  company  con- 
structing an  Algerian 
liquid  gas  plant. 

For  the  Rio  de  Janeiro 
Airport  —  Manufacturers 
Hanover  participated  equally 
with  the  Export-Import  Bank  in 
a  $25  million  loan  to  purchase 
American  equipment. 

Again  in  cooperation  with 
Ex-Im,  we  are  extending  $72  mil- 
lion to  four  Spanish  companies 


for  construction  of 

two  nuclear  power 

plants  by  a  major 

American  electrical 

manufactvu'er. 

Extensive  financial 
resources. Imagination  in 
organizing  export  finan- 
cing. And  a  global  network 
of  branches,  representa- 
tive offices  and  affiliates. 
They  are  all  brought 
together  in  one  bank. 
Manufacturers  Hanover. 
What  it  all  adds  up 
to  is  this  —  Manufacturers 
Hanover  can  meet  your  export 
credit  needs  around  the  world. 
From  the  very  simple  to  the  most 
complex  transaction. 

If  your  business  is  going 
places  internationally,  talk  to 
Manufacturers  Hanover. 


MANUFACTURERS  HANOVER 


London  •  Frankfurt  •  Tokyo  •  Bangkok  •  Beirut  •  Bogota  •  Brussels  •  Buenos  Aires  •  Caracas 
Hong  Kong  •  Lima  •  Madrid  •  Manila  •  Mexico  City  •  New  York  •  Paris  •  Rome  •  Sao  Paulo  •  Sydney 


The  Professional 

Jackie  Stewart,  33,  is  the  world's 
best  racing  driver.  He  has  won  20 
world  championship  Grand  Pi  ix  races. 
He's  also  extremely  wealthy,  but  not 
as  wealthy  as  people  say  he  is. 

The  story  in  Stewart's  native  Scot- 
land is  that  he's  worth  a  cool  million 
pounds  ($2.4  million)  because  his  ex- 
penses are  paid  and  he  avoids  taxes 
by  moving  like  some  international  no- 
mad from  country  to  country.  Talk- 
ing to  Forbes  in  the  comfort  of  his 
$600,000  villa  near  Geneva,  Switzer- 
land, Stewart  said  his  actual  net  worth 
is  closer  to  SI  miUion,  give  or  take  a 
few  hundred  thousand.  As  for  taxes, 
Stewart  says  he  pays  up  promptly  in 
every  countiy  where  he  wins.  In  fact, 
some  countries  are  tightening  tax 
loopholes  for  international  athletes; 
Japan,  for  example,  deducts  40%  of  a 
driver's  take. 

That's   partly   because   of   racing's 


Jackie  Stewart 


sudden  growth  in  popularity.  And 
Jackie  Stewart  has  cashed  in  on  this 
rising  interest  as  professionally  as  he 
drives  his  Formula  I  cars.  For  a  race 
driver,  the  income  levels  are  many. 
He  collects  retainers  from  a  car's 
owner  as  well  as  from  his  sponsors.  If 
he  wins,  there's  the  prize  money  plus 
bonuses  from  the  sponsors,  which 
sometimes  number  25  or  more.  On 
top  of  that  cake,  Stewart  receives  pay 
fof  personal  appearances,  has  co- 
authored  a  book,  starred  in  a  prize- 
winning  Roman  Polanski  documentaiy 
and  has  a  piece  of  a  new  movie,  The 
Way  to  Dusty  Death,  in  which  he'll 
star.  Stewart  views  none  of  this  as 
"danger  money"  for  the  chances  he 
takes,  but  rather  as  a  nice,  orderly 
system  of  life.  "Motor  racing  is  like 
the  hub,"  he  says,  "with  avenues  go- 
ing out  to  product  endorsements, 
dealer  appearances,  films,  television, 
motor  shows,  writing  books  and  so  on. 
It  makes  you  behave  yourself." 


Frazien  Street  Savvy 

World  Heavyweight  Champion  Joe 
Frazier  harbors  no  nightmares  of  fin- 
ishing his  career  like  Joe  Louis,  down 
on  his  luck  and  owing  the  Govern- 
ment millions  in  back  taxes.  In  fact, 
Frazier  seems  to  have  out-maneuvered 
a  group  of  Philadelphia  businessmen 
who  set  up  Cloverlay,  Inc.  to  back 
him  eight  years  ago. 

Cloverlay  worries  about  the  ex- 
penses, and  it's  Frazier  who's  ending 
up,  well,  in  clover.  Frazier,  for  in- 
stance, received  $2.5  milhon  last  year 
from  the  fight  in  which  he  Ijeat 
Muhammad  Ali.  Under  his  nine-year 
contract  with  Cloverlay,  Frazier  re- 
ceived 55%  of  the  take  ( as  of  this  year 


he'll  receive  60%);  his  manager,  Yank 
Durham,  15%  and  Cloverlay  30% 
(down  to  25%  this  year).  Out  of  that, 
Cloverlay  paid  Frazier's  expenses. 
And  New  York  State  and  New  York 
City  claim  they're  still  owed  $448,000 
in  taxes  by  the  corporation.  Mean- 
while, Cloverlay  has  underwritten  a 
gym  for  Joe  and  pays  his  legal  and 
financial  adviser. 

There  are  reports  of  some  bucking 
in  the  ranks  at  Cloverlay.  But  Frazier 
says  that,  "When  this  boxing  game's 
all  over  for  me,  I  think  I'll  be  happy 
and  the  people  who  are  aflBliated  with 
me  will  be  happy.  We're  not  beating 
anyone  over  the  head."  After  all,  a 
$250  investment  made  in  Cloverlay  in 
1965  is  now  worth  $4,000. 


Helping  Frazier  remain  happy,  if 
and  when  he  retires,  will  be  a 
$175,000  farm  he's  developing,  about 
$20,000  invested  in  a  Sunoco  oil  ex- 
ploration deal,  some  real  estate,  a 
$400,000  home  in  Philadelphia,  a  pen- 
sion fund  of  $350,000  set  aside  from 
the  Ali  fight,  a  trust  fund  for  Frazier's 
five  children  and  $400,000  invested  in 
blue-chip  stocks.  "We  leave  it  there 
and  the  money  works,"  says  Frazier. 
"I'm  really  not  the  type  of  guy  to 
throw  money  away.  But  I'm  also  learn- 
ing. I  do  have  five  automobiles  and  I 
really  don't  think  I  need  five  cars. 
I'm  going  to  get  myself  one  nice, 
conservative  car.  But  I  don't  have  a 
group  of  people  around.  Those  people 
have  to  be  paid.  You  don't  need  that." 


Muhammad  Ali 


Joe  Frazier 
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Love  Story 


The  lady  wasn't  quite  as  pure  as  she  might 
have  been— but  her  lovers  should  have  known. 


Early  in  the  Sixties,  Mattel  was  just 
a  bright-eyed  Httle  Cahfornia  toy  stock 
selling  over-the-counter.  Then  Wall 
Street  took  one  look  and  swooned. 
Analysts  wrote  glowing  stories  about 
the  toymaker's  prospects,  and  institu- 
tions bought  the  stories  and  then  the 
stock.  Everyone  benefited:  Analysts 
made  reputations,  the  institutions 
made  millions— and  so  did  the  compa- 
ny's co-founders,  Ruth  and  Elliot 
Handler.  The  little  toy  stock  had  be* 
come  a  glamour  girl. 

Oh,  there  was  a  nasty  business  in 
the  mid-Sixties,  when  earnings  plunged 
60%  in  two  years  and  Mattel  stock 
sank  from  15  to  2?».  But  Wall  Street 
memories  are  short.  The  romance 
flamed  up  again  and  The  Street  was 
showering  Mattel  with  gifts.  By  last 
year  Mattel  was  at  50— about  60  times 
operating  earnings. 

And-  there's  no  question  that  the 
damsel  has  always  had  winning  ways 
about  her.  Over  the  last  decade,  Mat- 
tel has  shown  an  enviable  ability  to 
come  out  with  winsome  products. 
There  was,  unforgettably.  Barbie,  fol- 
lowed by  Ken,  Francie,  Christie  and 
Brad;  Hot  Wheels,  which  made  every 
kid  on  the  block  a  Little  League  Indy 
500  driver;  and,  more  recently,  the 
Optigan,  a  one-man-band  musicmaker. 

But  alas.  Mattel  has  gone  on  to  de- 
ceive her  admirers  again.  From  last 
year's  high  the  stock  has  plunged— 
by  70%!— to  15.  The  paper  loss  to  in- 


vestors, many  of  them  supposedly  well- 
informed  institutions,  amounted  to 
more  than  a  half-billion  dollars. 

Wall  Street  had  reason  to  suspect 
Mattel  was  playing  around  when  man- 
agement announced  the  company 
would  lose  $30  million  for  the  fiscal 
year  ended  last  Jan.  30.  A  key  prob- 
lem, management  let  it  be  known,  was 
a  single  toy,  the  Hot  Wheels  racing 
car;  it  sold  only  $40  million  worth 
last  year  as  against  $90  million  worth 
the  year  before. 

Sony  about  that,  said  Chairman 
Elliot  Handler.  He  promised  his  an- 
nual stockholders'  meeting  in  May  that 
fiscal  1972  was  going  to  be  different. 
The  Street  seemed  willing  to  forget 
and  forgive.  Many  analysts  and  many 
institutional  investors  as  well  contin- 
ued to  stay  with  Mattel. 

Well,  er  .  .  .  Handler  had  to  ex- 
plain just  two  months  later,  maybe 
1972  wouldn't  be  all  clear  sailing.  At 
least  the  first  half  would  not  be  as 
good  as  last  year's. 

Hell  hath  no  fury  like  an  analyst 
who  finally  catches  on.  Leading  the 
pack  in  selling  450,000  shares  was 
one  of  Mattel's  biggest  institutional 
owners.  Fidelity  Fund.  In  one  day  the 
stock  went  from  20  to  16. 

Most  outraged  of  all  was  William 
Schwartz  of  Burnham  &  Co.,  who 
had  come  to  be  known  as  Mattel's 
house  analyst.  Twelve  days  before,  he 
had    put    out    a    strong    buy    recom- 


mendation, predicting  a  price  rise  to 
$30-$35  for  the  then  $22  stock.  His 
subsequent  blistering  report  reflects 
the  stariy-eyed  approach  analysts  had 
taken  to  Mattel:  "The  negative  im- 
pact ...  on  institutional  confidence 
and  interest  should  not  be  underesti- 
mated, irrespective  of  whether  the 
confidence  was  based  on  substantive 
factors." 

Translation:  No  matter  how  respect- 
able Mattel  is,  its  reputation  will  never 
be  the  same. 

Coming  up  Rosenberg? 

A  key  figure  in  the  fractured  ro- 
mance was  Seymour  M.  Rosenberg, 
Mattel's  chief  financial  officer  and,  un- 
til his  resignation  last  month.  No. 
Three  man  after  the  Handlers.  (He 
remains  a  director.)  Rosenberg,  48, 
had  made  acquisitions  for  Litton  be- 
fore joining  Mattel  in  1967  to  oversee 
both  finance  and  diversification.  He 
diversified  well.  Such  nontoy  acquisi- 
tions as  Audio  Magnetics  (tape  cas- 
settes), Turco  (playground  equip- 
ment), Metaframe  (pet  supplies)  and 
Ringling  Bros.-Barnum  &  Bailey  cir- 
cus were  Mattel's  only  moneymakers 
last  year. 

Along  the  way,  Mattel  had  also 
piled  up  $180  million  in  short-  and 
intermediate-term  debt,  which  the 
company  planned  to  clean  up  through 
an  equity  offering  in  1973.  Obviously, 
the  higher  Mattel's  stock  was  at  that 
time,  the  better,  and  Rosenberg  did 
nothing  to  discourage  the  analysts' 
courtship.  He  was  available  at  all 
times.  Rosenberg  reportedly  never  ac- 
tually affirmed  the  optimistic  projec- 
tions analysts  offered  for  approval,  but 
he  did  not  deny  them  either,  and  out 
of  them  came  the  glowing  reports  on 
which  much  institutional  optimism 
was  based. 

But  Rosenberg  was  far  less  assidu- 
ous in  tending  to  Mattel's  other  finan- 
cial problems.  Apparently  the  com- 
pany never  had  the  financial  controls 
necessary  to  keep  top  management 
infoiTned  of  what  was  going  on  in  the 
company.  Weekly  sales  data  never 
got  any  farther  than  an  accountant, 
and  even  the  Handlers  seemed  curi- 
ously unaware  of  the  financial  status 
of  a  company  in  which  they  control  a 
not  inconsiderable  35%  of  the  com- 
mon stock.  The  right  people  lacked 
the  right  information. 

That  was  one  reason  the  first-half 
downturn  came  as  a  surprise.  No  one 
on  the  top  executive  level  was  in- 
formed of  the  production  line  prob- 
lems that  contributed  to  the  drop  in 
earnings.  Nor  had  anyone  costed  out 
a  major  coiporate  reorganization  that 
would  split  the  toy  operations  into  a 
separate  division. 

Where  were  Mattel's  chief  execu- 
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tive  ofiBcers  througliout  all  this?  Presi- 
dent Ruth  Handler  concentrates  on 
marketing;  her  husband  is  deeply  in- 
\olved  in  toy  design  and  development. 
Finance  was  Rosenl^erg's  responsibili- 
ty—and the  Handlers'  was  to  see  that 
he  was  not  neglecting  it. 

Robert  Ehrlich,  Rosenberg's  re- 
placement as  financial  man,  gives  no 
quarter  in  discussing  Mattel's  ill-fated 
romance  with  The  Street.  Says  Ehr- 
lich, a  34-year-old  former  \'ice  presi- 
dent of  the  investment  banking  firm 
of  A.G.  Becker:  "Wall  Street  was  at 
least  an  accomplice.  They  didn't  do 
their  homework,  didn't  ask  some  of  the 
tough  questions  they  should  have. 
They  came  in  and  listened  and  took 
the  party  line.  We  allowed  them  to 
walk  out  of  here  with  their  estimates. 
But  they  also  took  them  out." 

Ehrlich  plans  to  change  all  that- 
after  he  has  patched  up  Mattel's  re- 
lations with  the  analysts.  "I'm  not 
going  to  spend  as  much  time  worry- 
ing about  Wall  Street.  Wall  Street 
will  just  have  to  get  its  own  infor- 
mation. I'm  going  to  stick  to  run- 
ning the  financial  and  acquisition  side 
of    the    business    and    let    the    stock 


Rosenberg  of  Mattel 


market  take  care  of  itself,"  he  says. 

Running  the  financial  side,  in  Ehr- 
lich's  way,  includes  putting  in  the 
basic  reporting  system  Mattel  lacked 
and  being  sure  the  Handlers  receive 
current  financial  data.  Mattel  also 
will  consider  deferring  that  equity  fi- 
nancing next  year  if  the  stock  is  still 
at  its  cunent  depressed  price.  Ehrlich 
hopes  to  refund  part  or  all  of  Mattel's 
present  $60-minion  inteiTnediate-term 
debt  with  longer  term  debt,  thereby 
relieving  the  pressure  for  a  stock  issue 
and  taking  some  strain  off  the  stock 
price.  But  the  borrowed  money  won't 
come  cheap. 

Mattel  will  survive.  But  will  Wall 
Street  ever  lo\e  the  girl  again?  It  will 
be  diflBcult.  Last  year's  loss  wiped  out 
all  the  profits  of  the  preceding  year. 
In  fact,  if  you  figure  Mattel's  earn- 
ings on  an  average  annual  basis  over 
the  latest  ten  years,  it  is  no  growth 
company  at  all.  It  is  not  even  a  very 
profitable  company. 

Who  is  to  blame  for  the  debacle? 
The  girl  who  pretended  to  be  more 
beautiful  than  she  really  was?  Or  the 
big  investors  who  seemed  so  eager  to 
be  fooled?  ■ 


Magic  with  Numbers 

Never  mind  what  the  company  makes  or  se//s.  As 
long  as  the  percentages  are  right.  Wall  Street 
can    perform    wonders.    For   a     while    at    least. 


Wall  Street  works  in  many  ways 
its  wonders  to  perform. 

No  doubt  you  remember  what  it 
did  with  Levitz  Furniture.  Sent  the 
stock  rocketing  to  100  times  earnings. 
Gave  the  company  a  total  market  val- 
ue of  $840  million.  This,  a  company 
with  sales  of  a  mere  $180  million 
(Forbes,  Feb.  1). 

Wall  Street  hasn't  done  quite  as 
well  by  Lowe's  Cos.,  Inc.,  but  Lowe's 
can't  really  complain.  It  has  been  sell- 
ing at  50  times  earnings  and  more. 
Its  total  market  value  is  close  to  half 
a  billion  dollars. 

Lowe's  is  a  relatively  small  mer- 
chandising chain  specializing  in  do- 
it-yourself  building  materials,  with 
81  stores,  $69.1  million  in  assets  and 
sales  last  year  of  about  $234  million. 
Yet  Wall  Street  has  given  it  roughly 
the  same  total  market  value  as  Jim 
Walter,  Texas  Gulf  Sulphur,  Gulf  & 
Western  and  Hilton  Hotels. 

How  come? 

In  the  case  of  Levitz,  the  answer 
was  "concept."  Levitz  introduced  a 
new  marketing  concept  in  furniture— 
cash-and-cariy— and  Wall  Street  wa^ 
so  intrigued  that  it  placed  the  same 
total  market  value  on  Levitz  that  it 


did  on  Marcor,  whose  retailing  op- 
eration (Montgomery  Ward)  alone 
had  sales  12  times  as  big. 

In  the  case  of  Lowe's,  the  operating 
word  is  "performance."  It's  a  word 
that  appears  over  and  over  again  in 
Lowe's  most  recent  annual  report,  for 
the  year  ended  July  31,  1971.  Lowe's 
compares  its  performance  with  other 
merchandisers,  from  Sears,  Penney  and 
Marcor  to  Evans  Products  and  Wickes, 
its  two  major  competitors— often  in 
terms  of  percentages.  The  comparison 
makes  Lowe's  look  even  better  than 
Sears,  except  in  return  on  sales.  The 
annual  report  is  not  so  much  a  re- 
port as  it  is  a  sell— and  a  pretty  hard 
sell  at  that. 

Leonard  G.  Herring,  executive  vice 
president  and  chairman  of  the  execu- 
tive committee,  says  that  Lowe's  has 
outperformed  Wickes  and  Evans  be- 
cause, whereas  they  have  diversified 
into  other  businesses,  including  recrea- 
tion vehicles  and  rail-car  leasing,  "we 
have  stuck  to  our  knitting.  We  have 
been  tempted  to  get  into  other  fields, 
but  so  far  we  have  resisted  tempta- 
tion." Also,  he  says,  the  business  is 
deliberately  balanced  between  com- 
modity  and   specialty   items   so  that 


"we  have  been  able  to  ride  out  bumps 
in  the  economy.  WTien  home-building 
slumped  in  1967,  we  pushed  our  con- 
sumer items  and  our  sales  matched 
those  of  the  previous  year." 

So  far,  Lowe's  lean  organization  has 
managed  to  squeeze  out  more  sales 
and  net  income  per  employee  than  its 
bigger  competitors,  and  return  on  sales, 
return  on  equity  and  sales  per  dollar 
of  equity  are  also  better,  and  have 
been  consistently. 

The  Magic  of  Percentages 

But  there  are  other  reasons  why 
Lowe's  looks  so  good:  the  magic  of 
percentages  and  its  small  size.  Wickes 
had  sales  in  1971  of  $614.8  million, 
and  Evans,  of  $717.7  million.  Lowe's 
had  sales  of  $200.4  million.  Since 
Lowe's  has  a  much  smaller  base,  a 
gi\en  sales  growth  will  be  magnified 
in  terms  of  percentage,  as  compared 
with  Wickes  and  Evans. 

As  Lowe's  grows  bigger,  the  growth 
of  the  company  in  terms  of  percent- 
ages is  bound  to  drop.  You  have  one 
store  and  you  open  another,  it's  100% 
growth.  But  \()u  have  100  and  open 
ten,  it's  only  10!(  growth.  The  per- 
formance game  is  interested  only  in 
those  percentages,  not  in  the  under- 
lying numbers.  That's  why  it's  proper 
to  call  it  a  game.  Further,  size  can 
lead  to  inefficiencies,  as  other  small 
but  growing  firms  have  found. 

Lowe's  is  a  pretty  good  company. 
But  $500  million  worth  good?  ■ 
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Don^  overlook 
the  possibilities 


The  product  and  service  help  you  may 
need  for  a  competitive  edge  are 
described  in  a  new  booklet  from 
^    Chemetron  Corporation. 

Chemetron's  new  "Possibilities"  booklet  can 
be  a  valuable  reference  when  you're  looking  for 
product  information,  technical  service,  or  custom 
design  to  help  you  improve  quality,  lower  costs, 
or  both. 

This  12-page  booklet  describes  the  Corporation's 
philosophy  of  operating  and  lists  thirty-seven 


specific  market  areas  in  which  Chemetron  is 
presently  involved.  The  booklet  also  tells  you 
where  and  how  to  reach  the  people  who 
welcome  challenges  that  stretch  the  imagination 
to  find  solutions  to  difficult  problems  or 
uncommon  needs. 

Chemetron  offers  expertise  in  many  areas,  including 
pigments  for  plastics,  printing  inks  and  paint; 
systems  for  fire  prevention;  food  process  equipment; 
catalysts  for  petroleum  refining;  industrial  and 
medical  gases;  equipment  and  methods  for  metal 
cutting  and  welding. 


Don't  overlook 
Chemetron 


We  have  capabilities  you  can  use,  people  who 
want  to  help,  and  an  attitude  you'll  like  when  it 
comes  to  exploring  new  possibilities. 

You'll  see  what  we  mean  when  you  read  Chemetron's 
"Possibilities"  booklet.  Send  for  your  copy  today. 
We  know  from  experience  that  it  pays  to  examine 
all  the  possibilities. 

Chemetron  Corporation  can  serve  you  from  these 

operating  units: 

ARC  Products  •  Cardox  •  National  Cylinder  Gas 

•  Railway  Products  •  Catalysts  •  Inorganic  Chemicals 

•  Organic  Chemicals  •  Pigments  •  Allbright-Nell 
Company  •  Meat  Packers  Equipment  Company 

•  Medical  Products  •  Tube  Turns  •  Votator 


CHEMETRON 


Chemetron  Corporation 
111  E.  Wacker  Drive 
Dept.  B 
Chicago,  Illinois  60601 

Please  send  me  a  copy  of 
your  booklet,  "Possibilities." 


Name: 


Title. 


Company: 


Street  Address:. 
City: 


-State: 


.Zip:. 


Breaking  the  Logjam? 


International  Paper's  new  boss  has  shaken  the  company  up  by  cutting  and  controlling 
costs.  But  how  far  can  he  go  in  breaking  the  logjam  of  IP's  basic  problems? 


"One  man  can't  change  a 
company  around,"  says  the 
thundering  Paul  A.  Gorman, 
64,  onetime  president  of 
Western  Electric  and  Penn 
Central  and  now  boss  of  New 
York's  big  International  Pa- 
per Co.  ($2  billion  in  both 
sales  and  assets). 

Sound  like  a  man  lining 
up  his  excuses  for  lack  of 
performance? 

Not  in  this  case.  At  the 
end  of  1972's  first  half,  IP's 
sales  were  up  10%  and  profits 
up  30%  from  1971.  No.  Gor- 
man, in  the  job  only  19 
months,  was  giving  credit  to 
the  rest  of  IP's  management 
for  the  company's  apparent 
turnaround. 

Turnaround?  International 
Paper? 

True,  those  results  were 
more  the  result  of  the  paper 
industry's  cyclical  upturn 
than  any  IP  management 
miracles.  But  there's  no  doubt 
that  in  his  short  tenure,  Gor- 
man has  put  International  Pa- 
per through  the  mill. 

Gorman  was  installed  early 
last  year  by  IP's  then  Chairman  Fred- 
erick R.  Kappel,  Gorman's  onetime 
chief  at  AT&T,  to  kick  some  life  back 
into  a  slumbering  company  that  was 
the  biggest  in  an  industry  notorious 
for  cycles,  pricing  problems  and  over- 
capacity. At  the  end  of  1971,  in  fact, 
IP's  earnings  per  share  were  off  40% 
from  their  1969  record. 

Gorman  didn't  waste  time.  Unprof- 
itable plants  were  shut  down  or  sold, 
sophisticated  financial  controls  in- 
stalled, the  international  operations 
were  reorganized  on  a  product-line 
basis. 

Most  of  IP's  recent  diversifications 
were  cleaned  up  or  out.  D.L.  Bren, 
a  Southern  California  homebuilder, 
was  sold  back  to  its  original  owners 
for  $3.5  million.  Two  years  ago,  IP 
had  paid  $34  million  in  common  stock 
to  get  it.  Explains  Joseph  P.  Monge, 
IP's  laconic  finance  committee  chair- 
man, "Profit  margins  were  low."  Monge 
had  just  turned  around  IP's  Canadian 
subsidiary  by  lopping  4,000  people 
from  the  payroll.  IP  sold  its  interest 
in  Spacemakers,  a  prefab  housemak- 
er,  and  got  rid  of  its  interest  in  C.R. 
Bard,  a  medical  equipment  manufac- 
turer, in  an  imaginative  debenture  of- 
fering. Gorman  promises  a  decision 
soon    on    IP's   red-inked   West   Coast 


disposable  tissue  and  diaper  opera- 
tion, a  venture  that  last  year  cost  IP 
$8.1  million  in  after-tax  losses.  Early 
this  year  IP  set  up  a  $25-million  pre- 
tax reserve  for  future  losses. 

To  be  sure,  IP  was  closing  plants 
and  implementing  cost  controls  be- 
fore Gorman  came  on  the  scene.  But, 
says  Monge,  "there  has  been  a  quan- 
tum jump  forward  under  Gorman." 

Yet  for  all  the  sound,  fury  and  im- 
pressive deeds,  there  is  still  a  nagging, 
fundamental  question:  What  will  IP 
do  to  break  the  shackles  of  its  basic- 
business?  The  fact  is  that,  despite  its 
record  earnings  of  three  years  ago,  il* 
has  been  going  steadily  downhill  for  a 
decade  or  more,  shoring  up  its  earn- 
ing power  with  the  usual  financial  ma- 
neuvers—currency profits,  tax  savings, 
what  have  you. 

It  moved  into  lumber  and  plywood 
and  failed  to  capitalize  on  them.  It 
concentrated  heavily  on  basic  pulp 
and  paper  production,  hesitated  at  in- 
tegrating forward  into  converted 
products  and  then  moved  into  com- 
modities like  folding  boxes  or  into 
consumer  products  like  tissue,  where 
it  proved  a  sitting  duck  for  the  indus- 
try's more  accomplished  marketers.  As 
its  options  rapidly  dwindled,  its  strat- 
egy was  on  the  one  hand  to  diversify 


into  other  things  and  on  the 
other  to  spend  to  maintain 
its  market  position,  a  process 
that  raised  its  debt  load  from 
nothing  to  nearly  $600  mil- 
lion in  six  years.  And  then 
abruptly  the  paper  industry 
plunged  into  one  of  its  worst 
recessions  in  a  decade. 

At  this  point,  IP  cannot  be 
expected  to  improve  its  prof- 
itability substantially  by 
switching  its  product  em- 
phasis. As  Gorman  says, 
"There  are  areas  more  prof- 
itable than  others.  But  we're 
in  most  areas." 

As  an  offset,  IP's  manage- 
ment speaks  of  possible  merg- 
ers,   acquisitions    or    diversi- 
fications, although  Vice  Pres- 
ident Hannigan   admits  that 
"in  terms  of  a  specific  pro- 
gram, we  haven't  done  that." 
IP's  recent  record  in  those 
areas  has  been  poor.  Bluntly 
put,  IP  simply  does  not  have 
the  management  capacity  to 
go  far  outside  its  businesses. 
Which  is  why  Gorman  says 
that  a  future  acquisition  "has 
to   have    good   management. 
Or  we  have  to  have  a  top  executi\e 
and  a  top  financial  man  we  can  move 
in  tomorrow." 

It  is  true  that  IP's  cash  flow  should 
improve  nicely  in  the  next  two  or 
three  years,  thanks  to  the  cyclical  up- 
turn. If  it  isn't  going  to  spend  com- 
pulsively on  new  capacity  as  it  did  in 
the  past,  couldn't  it  simply  buy  attrac- 
tive acquisitions-cum-management? 

It  could.  But  it  is  unlikely  that  IP 
could  buy  enough  to  offset  a  cyclical 
downturn  in  IP's  paper  profits.  What 
big,  healthy  company  would  want  to 
merge  with  a  capital-intensive,  cycli- 
cal company  like  IP? 

Kor  the  moment,  however,  paper 
industry  earnings  are  moving  rapidly 
upward,  so  IP  seems  headed  for  pros- 
perous times.  But  in  paper,  prosperity 
has  inevitably  led  to  expansion,  over- 
capacity and,  ultimately,  collap.se.  In- 
dustry leaders  insist  they've  learned 
their  lesson  this  time. 

Is  all  of  this  too  gloomy  an  as- 
sessment of  IP's  long-term  potential? 
Perhaps.  But  one  thing  is  clear:  'i'lie 
ultimate  assessment  of  Gorman's  lead- 
ership will  not  be  on  how  well  he  cut 
costs,  but  on  how  well  he  handled 
the  twin  handicaps  of  IP's  size  and  its 
basic  business. 

Gorman's  real  test  is  coming.   ■ 
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The  Recalcitrant  Pachyderm 

By  giving  it  a  bath,  Chairman  Bill  May  hopes  to  get 
American  Can  moving  in  the  right  direction  again. 


"It  takes  time  to  turn  an  elephant," 
says  William  F.  May,  chairman  of 
American  Can  Co.,  talking  about  the 
$1.9-billion  (sales)  company  he  runs. 
May  ought  to  know:  He  has  been 
talking  about  turning  Canco  around 
since  he  first  took  over  as  its  boss  in 
1965.  The  pachyderm,  however,  re- 
mains unturned.  It  earned  just  6.6% 
on  stockholders'  equity  last  year— 
which  is  less  than  a  good  bond  paid. 
In  five  years  it  has  poured  more  than 
$600  million  into  plant  and  equip- 
ment; the  payoff  from  all  this  invest- 
ment has  been  a  decline  in  per-share 
earnings  before  extraordinary  charges 
from  $4.18  to  $2.66.  Its  chief  rival, 
Continental  Can,  is  way  ahead  in 
profitability. 

Last  month  Bill  May  prescribed  a 
bath.  He  announced  he  was  writing 
off  $105  million  in  Canco  assets.  May 
said  he  was  closing  nine  can  plants 
and  selling  three  paper  mills.  No  bird 
bath,  that! 

Bill  May  has  been  with  Canco  a 
long  time,  34  years.  While  he  was  not 
greatly  involved  when  the  company 
tried  to  solve  its  problems  by  diversi- 
fying away  from  tin  cans  into  other 
forms  of  packaging  and  consumer  pa- 
per products,  he  was  chief  executive 
officer  when  the  decision  was  made  to 
diversify  even  further,  into  chemicals. 
None  of  these  moves  solved  the  basic 
problem:   In  spite  of  massive  invest- 


ments, both  of  borrowed  money  and 
of  cash  flow,  earnings  were  no  higher 
in  1971  than  in  1962. 

Instead  of  zigging.  Bill  May  now  is 
zagging;  instead  of  expanding,  con- 
tracting. A  Wall  Street  analyst,  who 
follows  the  company  closely,  had  this 
to  say:  "This  write-off  should  have 
been  taken  two  or  three  years  ago." 

Why  now?  There  are  signs  that  the 
natives  are  getting  restless.  After  hold- 
ing both  the  chairman  and  president 
titles  since  1968,  May  last  month 
relinquished  the  president's  job  to  Har- 
ry S.  Howard  Jr.,  54,  a  relative  new- 
comer who  joined  Canco  when  it  ac- 
quired Butterick  Co.  in  1968.  As  for 
the  strategy  he  and  Howard  will  fol- 
low, May  grandly  declares:  "We  are 
changing  from  a  production-oriented 
company  to  a  marketing-oriented  one. 
We  don't  want  to  supply  commodi- 
ties." Which  means,  of  course,  more 
effort  to  develop  specialized  cans  and 
paper  containers  for  industrial  cus- 
tomers. But  the  biggest  push  will  come 
in  consumer  paper  products:  cups, 
towels,  toilet  paper. 

But  why  compete  against  the  likes 
of  Scott  Paper,  Kimberly-Clark  and 
Procter  &  Gamble?  Bill  May  smiles  his 
disarming  smile.  "We  believe  we  have 
the  technology  and  the  marketing 
strength  to  keep  us  competitive."  Can- 
co sells  both  under  its  own  brands 
(Northern,   Gala   and   Aurora,    Dixie 


Cup)  and  produces  for  private  labels, 
and  has,  in  fact,  contributed  to  the 
crowding  of  the  field,  which  has  cut 
profits  in  this  once  lucrative  area. 

In  addition  to  expanding  in  consum- 
er areas.  Bill  May  looks  for  better  times 
in  his  chemical  division  ($161  million 
in  sales  last  year).  But  then  things 
could  hardly  get  worse:  The  division 
earned  less  than  $5  million  before 
taxes  last  year. 

What  about  cans?  The  closing  of 
the  nine  plants  should  help.  Also, 
May  hopes  that  by  developing  new 
technology  and  reducing  costs  he  can 
slow    the    trend    to    self-manufacture. 

May  talks  glowingly  of  Canco's  op- 
portunities in  solid-waste  recycling, 
once  this  process  goes  beyond  its 
present  Boy-and-Girl-Scout-collection 
phase.  "Our  wastes  have  become 
valuable  resources,  and  we  will  have 
to  exploit  them.  We  could  do  it  profit- 
ably now  if  the  tax  and  transporta- 
tion rates  were  realigned  to  favor  the 
recycling  industries  instead  of  the  raw 
materials  producers."  By  which  he 
means  that  the  Government  should  re- 
duce the  depletion  allowances  granted 
to  raw  materials  producers  and  give 
a  tax  relief  to  recycling  industries. 

The  56-year-old  May,  who  has  been 
with  the  company  since  1938,  must 
be  running  out  of  time  to  show  some 
positive  results.  Clearly,  many  of  the 
decisions  which  have  made  the  com- 
pany what  it  is— or  isn't— were  his.  As 
to  his  $105-million  write-off,  May 
says:  "To  turn  an  elephant,  you  have 
to  slow^  him  down  a  bit."  But  why 
was  it  going  in  the  wrong  direction 
in  the  first  place?  ■ 


Canco  Chairman  Bill  May  believes  that  solid  waste  re- 
cycling   could    have    a    big    place    in    his    company's 


future.    It    already    recycles    some    300    million    cans 
a     year     through     its     M&T     Chemicals     subsidiary. 
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Loans  Loaded  with  Personality 


When  you  do  business  with  Girard,  you'll  receive  the 
personal  attention  of  banking  professionals  like  Bob 
Camp,  Vice  President,  National  Division  and  Bill 
Bjorseth,  Vice  President,  Middle-Atlantic  Division. 

Which  means  . . . 

Someone  at  Girard  takes  the  trouble  to  know  you— 
well.  .The  same  people  who  have  applied  imagina- 
tion to  funding  everything  from  jet  planes  to  coal 
mines  to  real  estate  developments  will  create  a  loan 
package  personalized  to  your  needs. 
Girard  services  include:  lines  of  credit,  revolving 
credit  plans,  term  loans,  commercial  installment 
loans,  construction  loans  and  many  combinations. 


Girard  has  personality  . . .  plus? 

In  addition  to  lending  money,  your  Girard  banker 
"quarterbacks"  a  team  that  includes  international 
banking  expertise  and  facilities,  tailormade  pension 
and  profit  sharing  plans,  individually  designed  cash 
management  programs,  national  collection  systems. 

Work  with  us.  You'll  like  our  personality. 


GIRARD  BANK 

fD'C 

PHILADELPHIA  •  LONDON  •  PARIS 

GIRARD  INTERNATIONAL  BANK  •  NEW  YORK 


On  the  fairway  ...  or  in  the  playroom 
our  batteries  power  the  wheels. 


A  top  pro's  name  on  his  clubs  reassures  the  golfer. 
So  does  the  name,  Exide,  on  his  golf  car  batteries. 
They  supply  up  to  40  per  cent  more  running  time  per 
charge,  than  the  accepted  standard.  In  toys,  the 
name  is  Ray-0-Vac  Heavy  Duty  Super-Cell  with  up 
to  twice  the  life  of  ordinary  dry  cells  for  just  pennies 
more.  □  ESB  makes  all  kinds  of  batteries  plus  fire 
alarm  systems,  personal  safety  equipment,  many 
products.  Our  77  plants  in  18  countries  serve  more 
than  100  free-world  markets.  Annual  sales  top  $300 
million.  71  years  of  consecutive  quarterly  dividends. 
Want  to  know  more  about  us?  Write  for  our  latest 
report.  ESB  Incorporated,  5  Penn  Center  Plaza, 
Philadelphia,  Pennsylvania  19103. 


We  also  make  electric  motors,  stationary  batteries 


ESB  INCORPORATED   lESB] 

WORLD  LEADFR  IN  PACKAGED  POWER 
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The  Black  and  the  Green 

Black  capitalism?  It  already  exists,  but  it's  not  terribly  healthy. 


At  a  time  when  people  are 
looking  for  new  ways  to 
bring  the  black  American 
community  into  the  main- 
stream of  the  U.S.  economic 
system,  the  existing  forms  of 
black  capitalism  are  going 
through  a  crisis. 

Actually,  black  capital- 
ism in  the  U.S.  is  al- 
most as  old  as  Reconstruc- 
tion. Black  money  manag- 
ers—often part-time  bank- 
ers and  insurance  men  who 
moonlighted  at  other  jobs 
—filled  the  modest  needs  of 
thrifty  Negro  families;  needs 
for  secure  savings,  a  loan 
for  a  home,  a  decent  burial. 
Now  even  those  profits  are 
threatened  by  white  insti- 
tutions which  are  invading 
black  communities  out  of  a 
mixture  of  profit  motive  and 
a  belated  interest  in  blacks. 
The  shiny  new  white 
branch  bank  that  opens  in 
the  ghetto  is  at  least  as  much 
a  threat  to  black  money 
managers  as  it  is  a  conve- 
nience to  its  color-blind 
black  customers. 

So  what?  That's  the  way  Bjg  Guns 
of  the  business  world,  isn't  Qf^^  \\\^q  fh 
it?  Does  it  jeally  matter 
whether  there  are  black-owned  banks 
in  the  ghetto?  Is  the  concept  of  black 
capitalism  realistic,  or  is  it  simply  "an 
ism  without  the  capital,"  as  Chicago's^ 
black  militant  Reverend  Jesse  Jackson 
calls  it?  Forbes  sought  the  answer  to 
these  questions  by  asking  black  mon- 
ey men  themselves.  Their  answers  de- 
stroyed many  of  the  common  myths 
about  black  business. 

The  hopeful  can  point  to  a  rapid 
growth  in  the  number  and  assets  of 
black  financial  institutions.  The  num- 
ber of  black  banks  has  risen  from  20 
in  1968.  to  29  today,  with  another 
dozen  planned;  but  that  is  in  a  bank- 
ing universe  of  nearly  14,000.  During 
the  same  time  these  black  banks  have 
had  an  asset  growth  from  $200  million 
to  nearly  $500  million;  but  what  that 
means  is  that  if  all  the  black  banks 
merged  to  form  a  single  bank,  it  would 
rank  only  120th  in  the  nation.  The 
story  for -savings  &  loans  and  insur- 
ance companies  is  roughly  the  same. 

"So  we're  as  small  as  a  freckle  on 
the  bull's  behind,"  admits  Robert  B. 
Boyd.  But  the  new  president  of  Free- 
dom National  Bank  in  Harlem,  the 
largest  black  bank  in  assets  ($52  mil- 


There  are  dreams  here  in  Harlem. 
These  seven  people  are  looking  for  them* 


There  are  a  lot  of  dreams  in  Harlem.  But 
It  takes  money  lo  make  them  come  mjc. 
That's  why  Chemical  Bank  put  these  seven 
people  out  on  the  streets. 

They're  our  Street  Bankers,  and  they 
carry  our  concern  for  New  York's  problems 
with  them,  looking  for  people  with  dreams 
and  ambitions.  Dreams  like  starting  a  busi- 
ness,  or  corutructing  low  income  housing. 
Dreams,  specifically,  of  creating  capital  for 
developing  the  Black  community. 


Their  talenc  lies  in  translating  these 
dreams  into  business  realities— how  to 
organiie,  market,  raise  capital,  hire.  And 
in  6nding  ways  to  deal  with  them,  through 
courueling  and  loaru.  It's  a  business  retatiorf' 
ship  that  depends  on  mutual  trust  and 
confidence. 

We're  on  the  streets  now,  looking  for 
people  with  dreams.  We  won't  wait  for  them 
to  come  looking  for  us.  We  won't  wait, 
because  wc  know  they  can't. 


CkmicalBaink 

Public  and  Urban  Alfa  in  Department,  20  Pine  Street,  New  York  City 


The  wh'i^e  banks  go  after  the  ghetto  m 
is.  The  question  is,  can  the  black  banks 

lion),  argues  that  black  financial  in- 
stitutions are  sitting  on  top  of  the  last 
untapped  money  market  of  the  future 
—the  ghetto  (see  box,  p.  48). 

That  sounds  very  nice.  But  wasn't 
Boyd's  bank  one  of  the  casualties  of 
the  summer  of  '72?  Didn't  Freedom 
National  make  headlines  by  posting 
record  losses? 

True,  and  what  happened  to  Free- 
dom National  was  a  microcosm  of 
what's  happening  to  black  capitalism 
in  general. 

Name  of  the  Game 

The  bank  was  chartered  in  1964  by 
a  group  headed  by  baseball  legend 
Jackie  Robinson.  In  the  years  that  fol- 
lowed, the  bank  experienced  a  huge 
growth  in  deposits.  At  the  same  time, 
record  loans  were  made  to  ambitious 
black  entrepreneurs.  As  Board  Chair- 
man Robinson  recently  recalled:  "I'm 
no  banker  and  don't  pretend  to  be. 
We  thought  we  had  management  that 
had  the  answers.  Whenever  I  asked  a 
question,  I  got  an  answer  that  sounded 
reasonable.  It  wasn't  until  a  group  of 
former  employees  stopped  me  on  the 
street  and  said  the  bank  was  going 


under  that  I  went  for  help." 
Robinson  went  to  the 
Comptroller  of  the  Curren- 
cy in  Washington,  D.C., 
"and  found  that  they  knew 
about  our  troubles  all  along, 
but  were  afraid  to  crack 
down  because  of  the  pub- 
licity, because  we  were  a 
black  group.  Once  we  con- 
vinced them  we  needed  and 
wanted  their  help,  they 
have  done  a  marvelous  job 
ever  since." 

A  more  immediate  prob- 
lem for  Robinson  was  to 
find  a  new  president.  Since 
there  is  no  ready  pool  of 
black  financial  manage- 
ment, he  turned  to  Boyd,  a 
former  All-Pro  Los  Angeles 
Ram,  who  had  a  successful 
career  as  a  bank  economist, 
but  had  no  management 
experience. 

Says  Boyd:  "It  was  worse 
than   I   imagined.   When   I 
got  here  I  found  the  most 
primitive   loan    documenta- 
tion and  almost  no  collec- 
tion   policies.    We    had    to 
write       off       more       than 
arket  with         $900,000     in     bad     loans; 
compete?        that's     what     caused     the 
headlines.  And  we  will  be 
writing  stuff  off  for  some  time  to  come. 
"The     old     group,"     says     Boyd, 
"bought  the  bill  of  goods  that  blacks 
are  different  and  that  our  loans  to  our 
community  could  be  made  on  diflFerent 
grounds  than  white  institutions." 

But  isn't  there  a  duty  to  develop 
the  black  community?  "Black  econom- 
ic development  is  so  much  bull  unless 
you  have  a  secure  financial  institu- 
tion as  the  keystone,  as  the  catalyst 
to  make  things  happen,"  he  answers. 
"We're  talking  about  profits.  We  need 
to  turn  on  the  enthusiasm  of  our  peo- 
ple and  to  attract  the  resources  we 
need,  and  that  can  only  be  done 
through  the  profit  motive.  Our  ad- 
vantage is  that  we're  doing  business 
right  here  on  125th  Street  [the  main 
street  of  Harlem]  and  we're  willing 
to  compete  and  do  business  with  any- 
one in  this  market.  I  said  business, 
not  social  work.  Let  the  white  banks 
lend  to  whoever  yells  loudest." 

This  gets  close  to  the  heart  of  the 
problem.  The  black  ghettos  may  well 
be  a  good  source  of  funds.  But  is  the 
ghetto  a  profitable  place  to  invest?  So 
far  it  hasn't  been.  For  every  spectacu- 
lar success  there  is  a  heartbreaking 
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Our  rooms 
areas 

spacious  in 

New  York 

as  in 

New  Orleans 

That's  because  we  give  you  the 
same  kind  of  great  room 
everywhere.  A  quiet,  comfort- 
able room.  With  double  drapes. 
Convenient  desk  space. 
Bigger  beds.  Just  call  the 
Howard  Johnson's  nearest  you 
for  a  confirmed  reservation 
at  any  of  our  460  locations. 

Howard  Johnson's: 
Someone  you  know, 
wherever  you  go. 


MOUJARD   ,^ 

Jo«n$on5 


MOTOR  LODGES  I.  RESTAURANTS 

.  :ecutive 

)^dei]tial 

lans 

$1500to$8500 

• 
A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 


C^ 


Industrial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 
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failure.  True  enough,  concedes  Jim 
Brown,  another  football-great-tumed 
money-manager.  Brown  blames  both 
blacks  and  whites  for  limiting  the 
fledgling  black  businessman's  horizons 
to  ghetto-only  markets. 

"If  you  try  to  sell  to  one  market 
only,  you'll  go  broke.  The  chance  of 
success  in  selling  to  a  black-only  mar- 
ket, whether  it's  soul  food  or  clothing, 
is  limited.  We  had  to  learn  that  the 
hard  way,"  Brown  told  Forbes. 

Brown  and  a  group  of  other  black 
athletes  and  entertainment  figures 
formed  the  Black  Economic  Union  in 
1966.  The  goal  was  to  pool  their  re- 
sources with  a  $500,000  Ford  Foun- 
dation grant  and  invest  in  new  black 
business  ventures.  At  one  time  the 
BEU  had  groups  formed  to  invest  in 
six  cities,  but  an  almost  steady  run  of 
failures  reduced  the  operation  to  two. 

"We  started  with  the  idea  that 
black  people  were  sj)ecial.  That  all 
you  had  to  do  was  give  a  black  man 
the  money  he  needed  and  a  little 
direction  and  he  would  become  a  suc- 
cess," Brown  says.  "We  know  now 
that  it  just  isn't  true.  You  can't  take  a 
guy  off  the  street  and  set  him  up  un- 
less you  are  willing  to  waste  a  lot  of 
time  and  money.  Now  we're  trying  to 
revive  the  BEU,  but  this  time  tied  to  a 
training  program  that  will  give  him 
the  time  to  learn  and  grow. 

"And  we're  going  to  be  more  selec- 
tive. We  used  to  have  five  guys  come 
in  for  loans  and  we'd  give  money, 
just  enough  to  fail,  to  all  of  them. 
Now,  we'll  take  the  one  champion 
prospect  and  back  him  all  the  way. 

Kennedy  of 
North  Carolina  Mutual  Insurance 


Reynolds  of 
Citizens  Trust  of  Atlanta 

If  he  succeeds,  he  can  hire  the  other 
four.  There  are  just  so  many  cham- 
pions around  and  that's  all." 

In  the  beginning,  modem  black  fi- 
nancial institutions  were  created  by 
the  black  merchants  and  professional 
men  who  pooled  their  resources  to 
provide  their  families  and  community 
with  the  needs  the  white  investment 
community  ignored— partly  out  of  prej- 
udice, partly  out  of  the  old-line  bank- 
ers' disdain  for  the  small  account. 

The  Zurich  of  black  capitalism, 
then  and  now,  is  Durham,  N.C.  In 
1898  the  town's  leading  black  bar- 
ber, John  Merrick,  with  a  doctor  and 
some  lodge  brothers  of  the  Royal 
Knights  of  King  David,  started  a 
small  insurance  company. 

Today,  North  Carolina  Mutual  In- 
surance Co.  is  the  largest  black-owned 
corporation  in  the  world,  with  assets 
of  $125  million  and  $1.4  billion  in- 
surance in  force.  After  founding  the 
insurance  company,  Merrick  and  oth- 
ers later  incorporated  the  Mechanics  & 
Farmers  Bank,  which  today  has  as- 
sets of  $34  million.  Next  door  to  the 
bank  is  Mutual  Savings  &  Loan  (as- 
sets $10.9  million),  founded  by  many 
of  the  same  group  in  1921. 

The  North  Carolina  Mutual  empire 
and  other  early  black  money  centers 
offered  .something  more  than  financial 
clout  and  leverage.  They  olicred 
pride.  This  is  part  of  a  heritage,  black 
money  managers  argue,  and  it  de- 
serves to  Ije  passed  on  to  the  younger 
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and  more  disenchanted  blacks.  Louis 
E.  Martin,  vice  president  of  the 
Chicago-based  Sengstacke  PubUca- 
tions,  which  pubHshes  the  Defender 
chain  of  black  newspapers,  recalls: 
"When  I  grew  up  in  Savannah,  we 
had  the  first  black  bank  with  $1  mil- 
lion in  assets— the  old  Wage  Earners 
Bank.  The  first  banker  I  ever  met  was 
black.  I  grew  up  thinking  that  bank- 
ing was  one  of  the  things  that  black 
people  were  allowed  to  do.  Then  I 
went  up  North  to  college  and  found 
out  different,"  Martin  laughs. 

"Seriously,  I  grew  up  surrounded 
by  men  who  perhaps  had  little  educa- 
tion, but  they  could  run  businesses 
profitably  that  served  and  were  sup- 
ported by  both  whites  and  blacks. 
Nobody  told  me  I  couldn't  make  it, 
and  when  Mills  Lane  Sr.  had  to  bor- 
row money  to  found  his  white  bank, 
he  borrowed  it  from  the  Wage  Earn- 
ers. And  Mills  Lane  Jr.,  who  runs 
that  bank  today  [Atlanta's  mammoth 
Citizens  &  Southern],  has  never  for- 
gotten that.  And  neither  have  we." 

The  Black  Alternatives 

To  men  like  Martin,  black  capital- 
ism is  one  of  the  real  hopes  the  black 
community  has  to  insure  that  the 
younger  generation  makes  the  transi- 
tion into  the  American  mainstream. 

"It's  the  surest  cure  for  all  this  non- 
sense I  know.  I  get  these  kids  in  here 
telling  me  they  don't  need  to  know 
double-entry  bookkeeping  because 
they've  got  soul,"  says  Martin.  "But 
let  them  taste  success,  show  them  oth- 
er blacks  can  do  it,  and  they'll  try." 

But  will  they?  Today  the  educated 
and  motivated  minority  of  young 
blacks  has  many  alternatives  within 
the  white  establishment.  Nearly  all 
parts  of  the  black  financial  commu- 
nity have  been  caught  in  a  severe 
management  shortage.  New  faciUties 
are  strapped  for  the  cadre  of  young, 
trained  managers  wilhng  to  grow  with 
the  company.  And  as  the  ranks  of 
the  founders  of  older  banks  thin  out— 
from  death  and  retirement— there  are 
few  sons  to  receive  the  legacy. 

Explained  one  executive:  "We're 
not  like  the  Jews  or  Irish.  Most  of  the 
founders  of  our  banks  had  other  pro- 
fessions and  kept  active  in  them.  The 
sons  usually  followed  the  fathers'  main 
professions  because  the  bank  usually 
couldn't  pay  well  enough  in  those  days 
to  make  it  worthwhile."  Consequently, 
there  are  proportionately  many  more 
qualified  black  physicists,  psycholo- 
gists and  medical  doctors  than  there 
are  bankers  or  accountants. 

So  it  was  that  when  the  founder 
of  Citizens  Trust  bank  in  Atlanta,  the 
second-largest  black  bank,  retired  in 
failing  health,  the  stockholders  got 
caught  in  a  management  crisis— and 
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Ask  yourself.  Just  how  much  use  would 
your  secretary  make  of  an  expensive  electric. 

Better  still-ask  her. 

No  matter  how  hard  she  works,  the 
answer  will  probably  be— not  too  much. 
Because  only  a  few  jobs  actually  require  all 
the  exotic  refinements  that  make  an 
expensive  electric  expensive. 

Which  means  you  could  have  a  few 
hundred  bucks  tied  up  in  a  machine  that's 
never  used  to  its  full  capacity. 
*      Before  now,  you  never  had  any  choice. 
If  you  wanted  to  electrify  your  secretary,  it 
really  cost  you.  Anything  from  $500  to  $800. 

Then  along  came  Hermes.  With  the  low, 
lean,  modern,  Swiss-designed  10.  An  electric 
office  typewriter  intelligently  planned  to  do 
all  the  useful  things  you  expect  an  electric  to 
do.  But  dispensing  with  the  fancy  frills  that 
you  don't  need— and  don't  want  to  pay  for. 


So  you  get  a  space  bar  and  7  symbols 
that  repeat  automatically.  Electric  carriage 
return  and  tabulation  control.  Margins 
visible  at  all  times  with  our  exclusive  Flying 
Red  Margins®.  10  clear  carbons.  13"  carriage. 
Faster  action  than  any  other  typewriter  in 
the  world.  And  $315.00  is  all  you  have  to  pay 
for  it. 

But  if  you  really  need  a  machine  that 
does  more  than  the  basics,  we  have  a  whole 
range  of  office  typewriters,  each  with 
different  capabilities  to  fit  different  needs. 
And  at  prices  to  suit  different  budgets. 

For  a  Hermes  dealer  where  you  can  try 
out  our  typewriters  (our  calculators  too,  if 
your  office  can  use  them),  see  the  Yellow 
Pages  or  write  us. 

Jf  you  only  want  to  buy  a  typewriter 
once,  buy  a  Jiermes. 


HERMES 

Paillard  Incorporated 

1900  Lower  Road,  Linden,  N.J.  07036 

Other  products:  Hermes  figuring  machines, 

Hasselblad  cameras  and  accessories, 

Bolex  movie  equipment. 
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coiiicidentally  in  an  embezzlement— 
that  sent  them  outside  the  bank  to 
34-yeai-old  Charles  M.  Reynolds,  a 
former  federal  bank  examiner. 

"So  I  haven't  had  management  ex- 
perience, so  what?  I  do  know  sound 
banking  procedures,  and  that's  what 
this  bank  needed  more  than  anything," 
Reynolds  told  Forbes.  "Besides,  there 
aren't  a  significant  number  of  trained 
people  to  begin  with.  The  American 
Bankers  Association  had  a  program 
for  a  couple  of  years  to  train  young 
blacks  in  middle-management  posi- 
tions in  white  banks  and  then  trans- 
fer them  to  black  institutions.  But 
most  of  them  prefer  to  sta\-  where 
they  are." 

One  of  the  more  controversial  critics 
of  black  banking,  Federal  Reser\e 
Board  Governor  Andrew  F.  Brimmer, 
charges  that  "black  banks  seem  to  be 
in  an  anomalous  position.  They  exert 
considerable  effort  to  attract  Federal 
Government  deposits  to  enhance  their 
ability  to  lend  to  the  black  commu- 
nity'; at  the  same  time,  they  invest  a 
disproportionate  share  of  their  total 
resources  in  government  securities." 

He  adds:  "So  while  tiying  to  serve 
as  a  magnet  to  attract  U.S.  Govern- 
ment funds  to  the  black  community', 
the  black  banks,  perhaps  inadvertent- 
ly, may  be  dixerting  resources  from 
the  community  into  the  financing  of 
the  national  debt." 

Two  years  ago  economist  Brimmer 
became  embroiled  in  a  controversy 
with  fellow  black  money  men  when  he 
charged  that  black  banks  were  "orna- 
ments" for  the  white  financial  world. 
"Black  banks,"  he  said,  "might  be 
compared  to  small,  high-cost  sp>ecial- 
ty  shops— catering  to   a   limited   seg- 


ment of  the  market.  But  they  are  far 
from  being  analogous  to  the  large- 
scale  department  stores  offering  a  full 
range  of  services  to  the  community  at 
large.  Most  black  banks  might  be 
viewed  primarily  as  ornaments— that 
is,  as  a  mark  of  distinction  or  a  badge 
of  honor  that  provides  a  xisible  sym- 
bol of  accomplishment." 

Most  black  money  managers  reluc- 
tantly agree  with  Brimmer  today.  But 
they  assert  that  these  same  in- 
stitutions can  grow  into  full-ser\ice 
profitability'  and  can  help  revive  the 
ghetto  as  well. 

"We  have  to  learn  to  compete  with 
white  institutions  for  a  \er\  simple 
reason,"  says  Peter  W.  Dauterive,  pres- 
ident of  Broadway  Savings  &  Loan  in 
Los  Angeles.  "If  we  don't,  we'll  be  out 
of  business.  The  black  savings  &  loans 
are  more  \TJnerable  than  other  black 
facilities.  Why?  You  can't  expect  a 
black  man  to  deal  with  you  just  be- 
cause you  are  black  too.  He  will  do 
business  with  whatever  institution  is 
most  convenient;  the  one  that  offers 
him  more." 

Says  W.J.  Kennedy  HI  of  North 
Carolina  Mutual  Insurance:  "Do  we 
trade  on  being  black?  Of  course  we 
do.  But  it  only  works  well  with  whites." 

Argues  Dauterive,  who  is  also 
president  of  the  Association  for  Black 
S&L's:  "If  we  are  to  get  moving,  the 
Federal  Government  and  all  the  regu- 
latory agencies  have  to  move  now  to 
help  us  get  into  the  more  affluent 
areas  geographically  and  into  areas 
of  more  profitability.  As  it  is  now. 
Home  Federal  or  Great  Western  or  any 
white  bank  can  easily  get  a  branch 
in  a  black  area  and  siphon  money  out 
of  our   capital   base.    But   when   we 
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Martin  of  Sengslacke  PublicaHons 

apply  to  get  into  a  white  area  or  even 
the  central  business  district,  we're  told 
we  are  not  stable  enough.  If  it  keeps 
up  much  longer,  we  won't  be." 

Does  it  really  matter  if  black  finan- 
cial institutions  survive?  From  a  pure- 
ly economic  point  of  view  perhaps  not. 
But  from  the  standpoint  of  pride,  of 
broadening  the  base  of  the  black  mid- 
dle class,  the  answer  is  certainly  yes.  ■ 


Wheeler  of  Mechanics  &  Farnters 


::  T^Ss^: 


There's  Money  In  That  Slum 

Willie  Sutton  robbed  banks,  be- 
cause, he  said,  "that's  where  the 
money  is."  Today,  banks  are  mov- 
ing into  the  ghettos  for  the  same 
reason.  Most  of  the  people  who  live 
in  the  ghettos  are  poor,  certainly, 
but  many  of  them  do  have  savings, 
and  savings  not  yet  in  banks. 

Why  not?  "You  don't  know  much 
about  black  people,  particularly 
those  in  the  South,"  says  John  H. 
Wheeler,  president  of  the  Mechan- 
ics &  Farmers  Bank  of  Durham, 
N.C.  "They're  so  conservati\e,  they 
don't  trust  or  tell  anybody  how 
much  money  they  have.  I've  gone 
into  I  don't  know  how  many  homes 
as  trustee  for,  say,  a  widow  who 
died  after  working  all  her  life  as  a 
domestic  and  found  $15,000  or 
S20,000  hidden  there." 

Says  Ivan  Houston,  president  of 
the  Golden  State  Mutual  Insurance 


Co.  of  Los  Angeles:  "No  one  can 
say  how  much  money  is  out  there 
in  the  black  community,  but  it's 
there.  In  1969,  at  the  height  of  the 
money  squeeze,  we  offered  $1  mil- 
lion in  new  shares  to  raise  money, 
and  we  sold  §800,000  in  a  few 
days  in  the  Watts  area  alone.  Just 
think  about  it— in  Watts!" 

Another  example  of  how  much 
money  "is  out  there":  Singer-com- 
poser Isaac  (Black  Moses)  Hayes 
recently  financed  the  construction 
by  the  U.S.  Home  Corp.  and  Alcoa 
of  an  $8-million  housing  develop- 
ment in  St.  Croix,  the  Virgin  Is- 
lands. Now  Hayes  has  announced 
that  he  and  a  group  of  prominent 
black  businessmen  will  put  up  the 
money  for  another  $100  million 
worth  of  housing  projects  for  low- 
income  families  in  the  U.S.  in  the 
next  five  years. 
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It  takes 
150  pounds  of  ore 

to  develop  your 
Little  Leaguer. 


1000  feet  of  average  8mm  home  movie 
film  uses  .374  troy  ounces  of  silver.  To 
obtain  such  a  small  amount  of  silver, 
we  mine  as  much  as  150  pounds  of  ore. 


Asarco  is  the  world's  leading  silver  refiner. 
For  photographic  film,  photosensitive  copy 
paper,  complex  printed  circuits,  electrical 
switches,  batteries,  commemorative  coins, 
tableware,  jewelry.  And  the  demand  for 
silver  is  growing  steadily. 


Silver— usually  a  by-product  of  copper  and 
lead  smelting— is  one  of  24  basic  materials 
Asarco  puts  into  workable  form  for  all  of 
industry.  For  more  information  about  this 
precious  metal,  write  us  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


Crazy  Like  a  Fox 


Wall  Street  seems  to  think  the  Fazio  boys  have  lost  their  touch.  Wall  Street  may  be  dead  wrong. 


The  owners  of  Cleveland-based  Fish- 
er Foods,  the  Fazio  brothers,  are  up 
to  their  old  tricks  again:  They're  buy- 
ing a  clutch  of  money-losing  super- 
markets with  the  aim  of  turning  them 
into  moneymakers.  And  this  time 
they  are  taking  on  their  biggest  chal- 
lenge yet,  some  46  Shopping  Bag 
stores  in  Los  Angeles  with  $115  mil- 
lion in  sales  and  with  a  sorry  record 
of  losses  the  past  few  years. 

The  move  has  made  some  people 
nervous,  including  Wall  Street— the 
stock  has  sunk  from  the  30s  to  a  re- 
cent 16— and  even  a  few  of  Fisher's 
moneylenders.  For  one  thing,  the 
acquisition  (from  E.F.  MacDonald) 
would  catapult  Fisher  into  the  midst 
of  the  wildly  competitive  Los  Angeles 
food  scene,  but  with  only  46  stores 
and  little   in   the  way   of  supporting 


Pushing  Too  Hard?  Carl,  53, 
(above)  and  John,  52,  Fazio, 
Sicilian  immigrants,  were  still 
little  more  than  successful  gro- 
cers in  1  965  when  a  Cleveland 
banker,  George  Herzog  of  the 
Union  Commerce  Bank,  decid- 
ed they  were  worth  backing. 
"He  had  faith  in  us— the  way 
A. P.  Giannini  used  to— taking 
chances  on  our  character  rath- 
er than  our  assets,"  says  Carl. 
Question:  Are  the  Fazios  now 
pushing   their  luck   too   hard? 


warehouses,  distribution  centers  and 
processing  plants  such  as  Fisher  has 
in  Clexeland  and  Chicago,  its  major 
markets.  Supervising  the  Shopping 
Bag  operation  will  not  be  made  easier 
by  the  fact  that  it  is  2,000  miles  from 
company  headquarters. 

Then  there  is  worry  that  Fisher, 
already  burdened  with  $58  million  in 
long-term  debt,  vs.  only  $36  million 
in  equity,  is  having  to  take  on  more 
short-term  debt  to  help  finance  the 
deal.  The  final  concern  is  what  A&P's 
recent  conversion  to  discount  opera- 
tion will  do  to  supermarket  profits  in 
areas  like  Cleveland,  where  it  com- 
petes nose  to  nose  with  Fisher. 

None  of  this  seems  to  naffle  the 
cocky  Fazios,  who  in  eight  short  years 
have  parlayed  six  Cleveland  super- 
markets doing  $18  million  into  a  $500- 
million-plus  regional  chain  with  S6.9 
million  in  earnings  last  year.  Them 
worry  about  debt?  It  was  leverage 
from  debt  that  gave  Fisher  its  spar- 
kling return  of  over  20%  on  equity 
last  year,  vs.  a  12.6%  industry  aver- 
age. And  it  also  helped  make  the 
Fazios  rich,  since  they  own  some  31% 
of  Fisher's  5.6  million  shares,  worth 
$27  million  even  at  the  recent  de- 
pressed price. 

As  for  any  Shopping  Bag  threat  to 
Fisher's  earnings.  Chairman  Carl  Faz- 
io, 53,  says:  "We  wouldn't  buy  an 
operation  that  could  hurt  us  badly. 
First  of  all,  we  aren't  taking  all  their 
stores;  at  least  five  real  losers  aren't 
part  of  the  deal.  For  another,  the 
price  is  real  good  for  the  risk  we  are 
taking,  and  we  wouldn't  make  the  deal 
unless  we  knew  we  had  a  viable  op- 
eration. My  brother  John  went  out  to 
the  Coast  with  some  of  our  top  people 
a  few  months  ago,  and  they  are  giving 
it  all  their  attention." 

But  why  pick  on  a  smallish  opera- 
tion with  few  supporting  facilities? 
No  problem,  says  Carl  Fazio:  "We'll 
buy  our  dry  groceries  from  Certified 
Grocers,  a  co-op,  like  most  L.A. 
stores  do,  at  the  same  cost.  The  key 
factors  are  the  perishables,  which  is 
where  the  real  money  is  in  a  super- 
market. If  you  have  topnotch  produce, 
meat,  fish,  bakery  and  delicatessen  op- 
erations, then  you  can  have  a  profit- 
able store.  And  if  there's  one  thing 
we  know  well,  it's  perishables." 

Fisher  stores  are  atypical  in  that 
the  produce  department  is  right  up 
front  instead  of  along  the  side.  An- 
other Fisher  novelty,  says  Fazio,  "is  to 
grab  the  customer  with  the  aroma  of 
fresh-baked  bread  and  cake  which  is 
pumped   through    the   store.    It    puts 


the  customer  into  a  buying  mood." 
In  a  typically  profitable  Fisher 
store,  profit  margins  in  produce  and  I 
meat  run  two  to  three  times  the  store- 
wide  average.  Carl  Fazio  claims  his 
stores  get  11%  or  more  of  volume  from 
<  produce  alone,  twice  as  much  as  the 
typical  U.S.  supermarket.  And  Fazio, 
who  came  to  the  U.S.  from  Sicily  at 
age  3,  has  been  in  the  produce  busi- 
ness ever  since  he  worked  off^  a  pro- 
duce truck  as  a  teenager. 

Experts 

The  Fazios  proved  they  knew  their 
business  when,  in  1965,  they  bor- 
rowed mone\  to  make  a  tender  ofter 
for  Fisher  Foods'  75-store  chain,  then 
losing  mone\  on  $86-million  sales. 
"Most  of  our  friends  thought  we  were 
fools,"  says  Carl,  "risking  our  profit- 
able little  chain  with  a  lousy  big  one." 
But  within  3/2  years  Fisher  was  earn- 
ing $4.5  million,  lifting  its  Cleveland 
market  share  from  12%  to  21%.  Since 
that  acquisition  the  Fazios  have  made 
fi\'e  more,  some  already  profitable, 
others  that  were  made  so. 

The  Fazios  stretched  their  limited 
resources  by  leaning  heavily  on  sup- 
pliers for  credit  in  an  industry  that 
tries  to  earn  discounts  by  quick  pay- 
ment. Says  Carl  Fazio,  "Since  we 
don't  have  too  many  dollars  around, 
we  make  them  work  hard."  Besides, 
he  would  rather  put  money  into  things 
like  refrigerated  produce  bins  that 
lift  sales— one  reason  Fisher  stores  av- 
erage about  $4.3  million  sales  per 
year,  i;*.  an  under  $2-million  industry- 
wide figure. 

"Many  chains,"  says  Carl  Fazio, 
"are  afraid  to  work  with  so  little. 
They  woriy,  '\Miat  if  we  can't  get  the 
\olume  and  turnover  through  the 
store?'  I  worry  about  whether  I  can 
take  advantage  of  all  the  opportuni- 
ties I  see." 

Clearly  Fazio  thinks  he  can  get 
many  or  most  of  the  Shopping  Bag 
stores  up  to  a  profitable  level.  If  he 
can,  the  payoff  could  be  substantial. 
The  deal  is  for  cash,  notes  and  stock, 
to  the  tune— by  an  educated  guess— of 
about  $9  million.  That  means  little  in 
the  way  of  dilution  on  a  deal  which 
will  in  a  stroke  of  the  jwn  add  more 
than  $100  million,  20%,  to  Fisher's 
total  sales.  That's  buying  leverage  on 
a  favorable  risk-reward  ratio! 

Wall  Street  seems  to  be  betting  that 
the  Fazios  have  lost  their  touch;  Fish- 
er Foods  stock  is  down  to  just  ten 
times  earnings.  Have  they  really  lost 
it?  On  past  performance,  it  would 
seem  a  risky  bet  to  make.  ■ 
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As  /  See  it 


Take  Back  Your  Dollars  . 


Americans,  long  accusfomed  to  being  fop  dog  among  world  economies, 
have  received  some  rude  shocks  laiely.  Now,  another  one-.  In  country 
after  country,  they  are  being  told  that  U.S.  capital  is  no  longer  we/come, 
or  is  welcome  only  under  very  stringent  terms. 

Are  countries  that  refuse  U.S.  capital  being  shortsighted?  To  a  de- 
gree, yes.  Are  they  pandering  to  local  xenophobia?  Again,  to  a  de- 
gree, yes.  But  there  is  also  a  school  of  thought  that  preaches  against 
foreign  investment  on  rational,  non-Marxist  grounds.  Here  FORBES' 
Geoffrey  Smith  interviews  Dr.  Juan  Pablo  Perez  Alfonso  of  Venezuela. 
Perez  Alfonso  is  no  demagogue.  A  former  Minister  of  Petroleum,  he  is 
one  of  the  architects  of  the  powerful  Organization  of  Petroleum  Export- 
ing Countries  (OPEC).  An  iconoclast,  but  no  radical,  his  ideas  sound 
more  like  Alexander  Hamilton's  than  Fidel  Castro's. 


Why  are  you  against  letting  more 
foreign  capital  into  Venezuela?  Why 
do  you  argue  that  Venezuela  should 
reduce,  not  increase,  oil  revenues? 

Perez  Alfonso:  We  have  a  proverb 
in  the  Spanish  language:  "Father: 
merchant.  Son:  gentleman.  Grandson: 
pauper."  I'm  not  so  sure  it's  good  for 
an  individual  to  have  a  great  deal 
of  money!  [Scion  of  an  old  and  wealthy 
family,  Perez  Alfonso  has  willed  his 
land  to  Venezuela  rather  than  his 
own  children.] 

But  when  a  country  has  so  mucli 
capital  that  it  doesn't  know  what  to 
do  with  it,  it  gets  economic  indiges- 
tion. That  theory  was  first  developed 
by  the  Australian  economist  Colin 
Clark,  an  Oxford  professor,  in  between 
the  two  World  Wars.  He  was  discuss- 
ing the  case  of  England,  when  she 
still  had  her  Empire.  England  had  so 
easy  a  time  of  it  selling  the  products 
of  the  Empire  to  the  outside  world 
that  she  began  to  use  her  foreign  ex- 
change riches  to  import  more  and 
more,  and  her  domestic  economy  be- 
gan to  deteriorate. 

But  Venezuela  is  no  England.  How 
does  all  this  relate  to  a  developing 
country  like  Venezuela? 

Pei\ez  Alfonso:  All  you  have  to  do 
is  look  at  how  Venezuela's  oil  income 
has  affected  its  capital  formation. 
From  1920  to  1936  we  receive  540 
million  bolivars  [the  bolivar  is  23.3 
cents]  from  oil  exports,  and  we  use 
that  to  increase  the  existing  capital 
of  the  country  by  1  billion  bolivars. 
Almost  twice  what  we  receive  from 
oil.  Good.  Then,  between  1936  and 
1950  we  did  even  better.  Like  most 
Latin  American  countries,  we  had 
plenty  of  good  projects  we  couldn't  im- 
plement until  we  had  the  capital.  So 
in  these  years   when   oil   income   in- 


creased by  6  billion  bolivars,  we  in- 
creased our  capital  by  almost  triple 
that  amount:  16  billion  bolivars! 

But  now  look  what  happens  from 
1950  to  1960.  We  receive  21.7  billion 
bolivars  from  oil,  but  our  capital  sup- 
ply increases  just  21.6  billion.  Almost 
even.  Why?  Because  now  the  Vene- 
zuelan starts  to  say:  "Why  make  it?  1 
can  buy  it  abroad."  And  when  he 
buys,  he  buys  in  excess  of  what  he 
needs.  We  buy  too  many  tractors, 
which  are  not  used  properly.  Instead 
of  having  many  small  roads  connect- 
ing many  small  towns,  we  build  great 
speedways  out  from  Caracas,  which 
just  attracts  people  to  Caracas  or  the 
seashore.  Instead  of  working!  And  we 
buy  Scotch  whisky  instead  of  Vene- 
zuelan rum.  In  effect,  the  Venezuelan 
becomes  the  American  consumer  with- 
out being  the  American  producer. 

From  1960  to  1971  the  situation 
gets  even  worse.  Since  1950  our  oil 
income  has  increased  by  62.2  billion 
bolivars,  but  our  capital  has  increased 
by  only  48.6  billion  bolivars.  So  from 
1950  on  we  were  already  producing 
too  much  oil  for  the  good  of  the  coun- 
try. I  was  saying  this  as  early  as  1948, 
but  no  one  was  very  interested. 

Meanwhile,  the  average  Venezue- 
lan suffers? 

Perez  Alfonso:  Exactly.  Income  dis- 
tribution was  more  equitable  in  1920 
than  it  is  today!  It  has  worsened 
steadily  ever  since  we've  had  an  oil 
industry. 

Why?  Because  the  government 
takes  the  income  it  receives  from  liq- 
uidating a  collective  asset— oil— and 
treats  it  as  if  it  were  income  from  tax- 
es. Therefore  our  taxes  are  just  about 
the  lowest  on  the  continent.  Then  the 
government  says,  "We  have  urgent 
needs  here.  Look  at  the  poor!"  Always 
using  the  poor  as  an  excuse  to  spend 


Perez  Alfonso  of  Venezuela 

money.  But  of  course  the  people  who 
are  the  real  beneficiaries  of  govern- 
ment expenditures  on  education,  sani- 
tation, public  works  and  so  on  are  the 
property  owners.  The  money  is  spent 
by  the  government  in  ways  that  in- 
crease the  wealth  of  the  already 
wealthy.  Your  government  spends  a 
lot  of  money  in  the  U.S.  too,  but  the 
difference  is  that  most  of  the  money 
that  is  spent  comes  from  taxing  the 
big  companies.  Not  like  here. 

And  because  we  always  have  this 
easy  money  from  oil,  we  don't  try  to 
keep  control  of  our  industry.  So  we 
are  just  one  big  monopoly  here,  and 
that  of  course  means  that  economic 
growth  just  stops.  We  have  no  anti- 
trust organization.  We  don't  even  have 
a  regulatory  agency  for  the  electric 
utilities.  So  one  of  the  most  profitable 
companies  in  Venezuela  is  the  electric 
utility  here  in  Caracas.  Why?  Be- 
cause it's  an  unregulated  monopoly. 

Let's  get  hack  to  capital.  You  say 
Venezuela  has  too  much.  But  I  wonder 
if  Venezuela  has  enough  capital  to 
keep  the  oil  properties  running  once 
they  revert  to  the  state  in  1983. 

Perez  Alfonso:  Venezuelans  have 
much  more  capital  invested  outside 
the  country  than  all  of  the  foreign 
capital  that  is  invested  in  Venezuela. 
There's  at  least  $3.8  billion  worth  of 
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\^enezuelan  capital  outside  the  coun- 
try, mostly  in  the  States. 

%o  if  all  that  money  could  be  at- 
tracted hack  into  the  country.  .  . . 

Perez  Alfonso:  No,  no.  That  would 
be  very  dangerous  for  us.  In  the  state 
of  mind  we've  been  in,  we  would 
waste  it.  No,  it  is  better  to  have  that 
capital  outside  of  \^enezuela. 

You  see,  it  takes  time  to  create  a 
productive  demand  for  all  this  money. 
For  example,  at  the  time  of  the  oil 
price  increase  in  1970  I  published  a 
proposal  for  an  alternative  investment 
for  that  new  money.  The  government 
had  already  finished  its  new  1971 
budget  and  wasn't  expecting  any  more 
money.  But  then  the  OPEC  confer- 
ence met  at  La  Guaira  and  the  price 
of  oil  was  forced  up.  So  I  proposed 
that  Venezuela  use  the  money  to  buy 
first-rate  income-producing  securities 
outside  the  country  and  use  the  in- 
come to  pay  off  the  national  debt.  I 
felt  this  was  almost  necessaiy  for  Ven- 
ezuela, so  that  if  the  oil  industiy  sud- 
denly cut  production,  like  they  did 
in  Iraq,  we  would  have  something  to 
fall  back  on. 

Venezuela's  oil  production  has  been 
increasing.  Do  you  approve? 

Perez  Alfonso:  That's  just  the  point. 
At  current  production  rates  we  have 
just  ten  years  to  go  before  our  reserves 
run  out.  That's  why  I  say  we  should 
cut  back  production— to  make  our  re- 
serves last  longer.  We  shouldn't  risk 
the  life  of  V^enezuela  expecting  oil 
that  may  not  be  there.  Like  in  the 
south  of  Lake  Maracaibo  where  they 
have  drilled  four  dry  holes.  So  I  am 
glad  of  this  misfortune!  It  makes  peo- 
ple realize  this. 

Well,  how  do  you  propose  to  di- 
versify Venezuela's  economy? 

Perez  Alfonso:  Quite  simply  by  tak- 
ing the  oil  income  and  using  it  all  for 
industrial  development.  And  by  cov- 
ering the  expen.ses  of  government  with 
taxes  as  in  other  countries. 

That  wouldn't  be  popular  among 
taxpayers.  What  about  trying  to  at- 
tract foreign  investment  to  help  de- 
velop your  economy? 

Perez  Alfonso:  At  present  there  is 
far  too  much  foreign  investment  in 
Venezuela.  It  exerts  too  much  pres- 
sure on  our  national  decisions.  As  in 
Canada.  Now,  to  regain  control  of  the 


national  economy  you  don't  just  throw 
these  companies  out.  You  don't  na- 
tionalize them.  You  just  stop  them 
from  increasing  their  ownership  of 
the  economy,  so  that  as  the  rest  of  the 
economy  grows  the  foreign  sector 
diminishes  in  importance. 

There  should  be  no  more  foreign 
private  investment  in  Venezuela? 

Perez  Alfonso:  Well,  the  whole 
picture  will  change  when  the  oil  in- 
dustiy reverts  to  the  state  because 
that's  the  main  part  of  foreign  invest- 
ment here.  At  that  point  we  might 
try  to  attract  industries  we  don't  al- 
ready have  and  think  that  we  need. 
Now  we  can  offer  very  plentiful  and 
very  cheap  electric  power— lower 
cost  than  in  Canada— and  very  good 
natural  gas  supplies.  So  we  should 
focus  on  industries  that  need  a  lot  of 
energy— like  cement  and  glass  and  per- 
haps aluminum.  And  if  we  feel  that 
we  need  an  industry  before  1983,  say 
a  $10-million  farm-equipment  plant 
where  we  need  foreign  technology, 
then  we  should  balance  that  new  for- 
eign investment  by  buying  $10  million 
worth  of  the  equity  of  the  Venezuelan 
subsidiaries  of  other  foreign  compa- 
nies now  operating  in  \'enezuela.  That 
way  we  get  the  technolog>',  but  for- 
eigners don't  increase  their  share  of 
our  economy. 

But,  Dr.  Perez  Alfonso,  Venezuelan 
labor  is  the  highest-paid  labor  in 
South  America.  And  your  internal 
market  is  very  small.  Won't  your  plan 
end  up  penalizing  the  Venezuelan 
citizen  by  making  him  pay  higher 
prices  for  the  products  of  inefficient, 
high-cost  domestic  companies? 

Perez  Alfonso:  Because  of  our  high- 
er labor  cost  we  are  limited  for  export 
to  capital-intensive  industries.  But  lor 
our  internal  consumption  we  can  and 
should  pay  higher  prices  in  order  to 
improve  the  standard  of  living  of  a 
larger  group  of  Venezuelans. 

One  last  question:  Feeling  as 
strongly  as  you  do  about  these  mat- 
ters, ichy  did  you  turn  down  two  of- 
fers to  be  the  Presidential  candidate 
of  the  then  majority  party? 

Perez  Alfonso:  Becau.se  I  was  so 
conscious  of  our  own  negligence  that 
I  didn't  have  the  spirit  to  direct  the 
country.  I  said  that  Wnezuela  would 
have  to  be  more  like  Sweden,  with 
more  reasonable  people,  before  I 
would  lake  the  job!  ■ 


56 


FORBES.   SEPTEMBER    15,   1972 


IF  VOU  CAN  DO  rr  ON  Umi  STREET, 
VOU  CAN  DO  rr  ON  PEACHTREE  STREET. 


I 


<|{^|W'»ff'|»f*"W">«l 


WALL  ST 


m 


[PEACHTREE  dt) 


C&S,  the  largest  bank  in 
Georgia,  can  give  you  all 
the  corporate  banking 
sen/ices  you'd  find  on 
WallSt,LaSalleSt., 
Montgomery  St.,  or 
Spring  St. 

International  Banking  — 

C&S  provides  all  major  Inter- 
national services— with 
International  banking  offices 
in  the  port  cities  of  Savannah, 
New  Orleans  and  Miami. 

Total  Cash  Management— 

344  lock  box  accounts  proc- 
essing 1,300,000  items 
monthly. 

Pension  &  Profit  Sharing  — 

Over  $1  billion  in  funds 
managed. 

Factoring  — 

$450,000,000  in  factoring 
volume  this  year 

While  our  numbers  are  impres- 
sive, its  our  people  that  make 
the  difference.  It's  plain  good 
banking . . .  Georgia  style. 


The  Citizens  and  Southern  Banks  in  Georgia. 


MEMBER  FDIC 


Our 
oversized 

beds 

in  Atlanta 

are  just  as  big 

as  in 

Albuquerque 

That's  because  we  give  you  the 
same  kind  of  great  room 
everywhere.  A  quiet,  comfort- 
able room.  With  double  drapes. 
Convenient  desk  space. 
Bigger  beds.  Just  call  the 
Howard  Johnson's  nearest  you 
for  a  confirmed  reservation 
at  any  of  our  460  locations. 

Howard  Johnson's: 
Someone  you  know, 
wherever  you  go. 

,     WOIWARD     ^          1 

JownsonS     1 

MOTOR  LOOSES  t  RESTAURANTS 

SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $14,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  inte'-est  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $14,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


The  Question  That  Won't  Go  Away 

Has  devaluation  helped  U.S.  exports?  Or  is  the  situa- 
tion getting  worse?  The  Administration  is  praying  the 
issue  won't  come  to  a  head  until  after  the  election. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


The  continued  sluggishness  of  U.S. 
exports  puzzles  government  officials 
in  Washington.  But  earlier  in  the  year 
the  failure  of  exports  to  respond  more 
quickly  to  the  currency  realignments 
of  last  December  was  explained  away 
by  reference  to  the  slower  growth  in 
the  economies  of  the  U.S.'  major 
trading  partners  in  Europe  and  Japan. 
Now  the  trading  partners'  economies 
have  resumed  their  growth.  They  are 
buying  more  abroad.  But,  according 
to  a  recent  Commerce  Department 
study,  the  U.S.  is  stiU  losing  its  share 
of  market— despite  devaluation. 

Putting  a  better  face  on  it,  Nixon 
Administration  officials  point  to  a  dif- 
ferent set  of  figures.  These  show  that 
U.S.  exports,  calculated  on  an  annual 
basis,  are  running  8%  over  1971.  But 
these  figures  include  an  anomalous 
bulge,  the  first  quarter's  export  surge 
following  last  fall's  dock  strike,  and 
they  beg  the  issue  of  the  U.S.'  de- 
clining share  of  world  trade.  Even 
then  they  badly  lag  behind  the  in- 
crease this  year  in  our  imports,  up 
18%.  The  result  almost  certainly  will 
be  a  U.S.  trade  deficit  of  around  $5 
billion,  up  from  $2.7  billion  in  1971. 

The  lack  of  official  calamity-howl- 
ing is  not  surprising  in  the  midst  of  a 
national  election  campaign.  Also,  the 
Administration  takes  comfort  in  look- 
ing forward  to  the  broad  trade  ne- 
gotiations with  Europe  and  Japan  to 
which  the  U.S.  is  committed  next 
year.  Administration  spokesmen  see 
nontariff  barriers  as  the  principal  bar 
to  a  U.S.  export  surplus.  These  will 
be  negotiated  out  of  existence  at  that 
time,  goes  the  reasoning.  But  before 
the  Administration  can  negotiate  with 
anybody  on  trade,  it  must  first  seek 
and  obtain  from  Congress  the  author- 
ity to  do  so. 

This  will  not  be  simple,  especially 
if  there  is  no  clear  sign  of  an  upturn 
in  U.S.  exports  by  next  spring,  when 
congressional  hearings  will  begin  to 
allow  for  negotiations  by  the  fall.  The 
long-simmering  protectionist  senti- 
ment in  Congress  will  come  out  in 
full  howl  at  such  hearings.  Further- 
more, Chairman  Wilbur  Mills  of  the 
House  Ways  &  Means  Committee  is 
determined  to  examine  the  effect  of 
multinational  corporations  on  U.S. 
trade.  "I  don't  see  how  you  can  talk 
about  trade  without  finding  out  the 
eflect  of  multinationals,"  says  Mills, 
who  will  have  the  leading  congres- 
sional role  on  trade  legislation. 

On  some  of  the  specifics,  the  views 


of  Mills  and  those  of  the  Nixon  Ad- 
ministration are  alike.  Both  are  ada- 
mant that  nontariff  barriers  to  U.S. 
exports  come  down,  barriers  such  as 
Japan's  prohibition  on  imports  of  com- 
puters and  peripheral  equipment, 
items  in  which  the  U.S.  is  particularly 
strong  and  for  which  there  is  a  huge 
and  growing  market  in  Japan.  But 
Mills  and  the  Administration  part  com- 
pany on  basic  causes  of  the  sluggish 
U.S.  export  performance. 

The  Administration's  thinking  is 
expressed  by  the  President's  chief 
trade  negotiator,  William  D.  Eberle, 
by  Eberle's  assistant,  Harald  Malm- 
gren,  by  Commerce  Secretaiy  Peter 
G.  Peterson  and  by  Presidential  As- 
sistant Peter  Flanigan  who,  as  head 
of  the  White  House  Council  on  Inter- 
national Economic  Policy,  is  in  charge 
of  preparations  for  trade  negotiations. 
It  revolves  around  the  basic  Nixon 
doctrine  that  the  world  has  changed 
into  five  principal  economic  blocs, 
which  are  the  U.S.,  Japan,  the  Com- 
mon Market,  Russia  and  China,  with 
particular  emphasis  on  the  fact  that 
Japan  and  Europe  have  become  co- 
equals  with  the  U.S. 

WaUd  View? 

In  what  they  call  this  "changed 
world,"  the  Administration  people  see 
the  need  to  achieve  a  new  equilibrium 
among  the  blocs  so  that  trade  may 
prosper  and  mercantilism  decline. 
They  want  trade  negotiations  to  ac- 
complish three  basic  purposes,  says 
Eberle:  to  reduce  trade  barriers  on  a 
multilateral  basis;  to  negotiate  a  sys- 
tem of  safeguards— temporary  import 
quotas— against  abrupt  market  dis- 
ruption from  a  flood  of  imports  in  a 
particular  product  or  industry;  to  ne- 
gotiate a  multilaterally  agreed  system 
of  adjustment  assistance  for  displaced 
workers  so  that,  for  example,  other 
countries  do  not  have  to  bear  the  bur- 
den of  French  farmers  being  weaned 
off  the  land. 

Is  such  a  world  view  valid?  Is  a 
new  equilibrium  achievable?  That  de- 
pends on  how  the  theory  will  actually 
work  out  in  practice.  For  example, 
will  U.S.  textile  workers  give  up  their 
jobs  so  that  more  people  can  work  in 
computer  plants? 

Wilbur  Mills  takes  a  more  basic 
view.  "We  have  a  lot  of  problems  in 
trade,"  he  says.  "We  have  to  face  the 
fact  that  we  do  not  produce  as  wc 
did  at  a  lower  unit-labor  cost.  Many  of 
these  prolilems  have  to  be  solvecl,  not 
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by  Government  or  legislation.  If  busi- 
ness views  its  employees  as  the  enemy 
and,  on  the  other  hand,  the  personnel 
view  the  management  as  the  enemy, 
then  you  have  an  insoluble  problem. 
We  need  pride  in  the  type  of  produc- 
tion again." 

In  other  words,  Mills  sees  the  prob- 
lem of  U.S.  exports  closer  to  home. 
NontarifF  barriers  must  come  down, 
sure.  Safeguards  against  floods  of  im- 
ports can  give  "temporaiy  rehef,"  too. 
But  in  unit-labor  costs,  which  contin- 
ued to  rise  in  spite  of  almost  a  year 
under  wage  and  price  controls  (and  a 
year  in  which  there  were  no  major 
wage  settlements  in  basic  industries  as 
there  will  be  in  1973),  "there  we  don't 
seem  to  be  progressing  as  well,"  says 
Chairman  Mills. 

Breaking  Barriers 

The  diff^ering  perspectives  come 
out  in  other  matters  as  well.  On  the 
multinational  spread  of  U.S.  industiy, 
for  example,  Eberle  says:  "If  you  have 
a  trade  barrier,  then  you  force  a  mul- 
tinational or  a  branch  to  put  a  plant 
behind  the  barrier.  If  you  get  rid  of 
the  barrier,  you  not  only  don't  need 
the  investment,  we  may  have  a  chance 
for  exports."  Mills  is  not  sure  that 
barrier-leaping  is  the  major  motive 
behind  companies  setting  up  overseas. 
He  wants  to  find  out. 

But  he  agrees  with  the  Administra- 
tion that  the  Japanese  and  Europeans 
are  not  behaving  in  a  manner  war- 
ranted by  their  own  economic 
strength.  Eberle  plans  a  trip  to  the 
Common  Market  in  January  to  talk 
over  mutual  trade  problems— such  as 
why  Europe  doesn't  take  more  of  the 
exports  of  Japan,  relieving  the  U.S. 
of  the  burden.  . 

Meanwhile,  the  Japanese  point  to 
the  U.S.  profits  from  investments 
abroad,  and  belittle  the  American 
problem.  Says  one:  "You  can  aff^ord  a 
trade  deficit  if  you  repatriate  your 
profits  from  your  multinational  com- 
panies. Others  disparage  U.S.  com- 
panies' ability  to  market  in  Japan.  "In 
service,  in  deliveiy  and  parts,  Ameri- 
can marketing  is  bad,"  says  Katsuhiro 
Fujiw.ara,  an  economist  with  the  U.S.- 
Japart  Trade  Council,  the  Japanese  lob- 
by in  Washington. 

Like  any  lobbyist,  Fujiwara  is  just 
presenting  his  side  of  the  story.  But  in 
fact,  it  will  be  difficult  to  negotiate 
nontariff  barriers  out  of  existence. 
There  is  no  evidence  that  the  expand- 
ed Common  Market  is  interested  in 
an  equally  expanded  market  for  oth- 
ers. There  is  no  evidence  Japan  is  par- 
ticularly interested  in  new  equilib- 
rium, or  in  opening  up  its  home  mar- 
ket to  U.S.  goods.  (After  all,  it  took 
Presidential  intervention  to  get  Japan 
to  hurry  up  some  $1  billion  worth  of 


MR.  CHAIRMAN  OF  THE  BOARD 


^How  Does  Your  Team  Rate?  Are  You  No.  1 

£         In  Your  Field?  1    t  ;|^^ 

r         Men  and  Women  Who  Make  Decisions  In  This 

Highly   Competitive   Business  World  Today 

KNOW  What   It  Takes  -  Every  Member  Of 

The    Team    With    An    Alert,    Clear,    Cool, 

Orderly  Mind  -  Calm  Nerves,  Relaxed,  Toned     .^y./-. 

Up  Body  Muscles.  ,P!S-*U^s.i'«w»x.-,. 

That's  our  business  at  HILLHIGH-NO.  1  Health  Spa  in  America.  A  new 

three  million  dollar  health  and  resort  spa  in  the  beautiful,  pollution  free 

Arkansas  Ozarks.  Completely  equipped,  professionally  staffed,  elegant  in 

every  detail  -  Combined  with  full  outdoor  fun  and  recreational  facilities 

golf,  tennis,  horseback  riding,  boating,  swimming,  fishing,  hunting,  jogging, 

hiking. 

Luxurious  Accommodations  -  Twin  Spas  for  Men  and 
Women.  Calorie  controlled  health  giving  foods.  "OZARK 
FRESH"  body  products  used  exclusively. 

Make  the  decision  NOW  to  bring  your  team  to  top  per- 
formance. Clip  and  Mail  for  full  information  and  color 
brochures.  If  you  fly  use  our  4900  ft.  paved  airport 
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purchases  of  aircraft,  uranium  and 
lumber,  which  it  would  have  made  in 
any  event. ) 

Eberle  found  this  out  in  his  recent 
negotiations  in  Japan.  That  country 
regarded  processing  and  packaging 
of  U.S.  products  as  manufacturing, 
and  forbade  it  within  Japan.  This 
meant  that  U.S.  companies  had  to  go 
the  more  expensive  route  of  shipping 
finished,  packaged  products  to  Japan. 
Says  Eberle,  "We  got  them  to  agree  to 
allow  our  companies  to  go  into  the 


processing  and  packaging  of  film  by 
100%-owned  companies  over  there. 
It's  a  substantial  breakthrough  for 
us."  But  Japan  gave  nothing  away. 
Because  by  film,  the  Japanese  did  not 
mean  color  film.  "We  couldn't  break 
that,"  bemoans  Eberle.  So  Japan  al- 
lowed bulk  shipment  of  industrial  film 
and  black-and-white  film.  But  the 
higher  profit  color-film  business  it  kept 
strictly  to  itself.  That's  what  Japanese 
equilibrium  is. 

Maybe  the  Administration  can  ham- 


mer the  foreigners  into  accepting  its 
fair  trade  world  view,  maybe  not.  The 
Congress  next  year  will  ask  fxmda- 
mental  questions  about  that  view,  and 
about  U.S.  industry's  willingness  and 
ability  to  compete  even  in  a  world 
without  artificial  barriers.  At  bottom, 
the  problem  lies  in  the  fact  that  the 
world  just  isn't  buying  American  as  it 
once  did.  The  reasons  why  may  give 
more  cause  for  concern  than  anybody 
in  Washington  wishes  to  confront  in 
an  election  year.   ■ 


The  Tontine  Revisited 

With  the  end  of  the  trust  in  sight,  Great  North- 
ern Iron  Ore  Properties'  trustees  are  beginning 
to  worry  about  who  gets  the  assets— and  when. 


Somewhere  there  are  eight  disin- 
terested people,  their  ages  averaging 
69  years,  on  whose  future  may  hang 
the  fate  of  St.  Paul's  Great  Northern 
Iron  Ore  Properties  Trust.  What  is  the 
Great  Northern  Iron  Ore  Properties 
Trust?  It's  the  remains  of  one  of  the 
great  railroad  baron  James  J.  Hill's  less- 
er legacies. 

Around  the  turn  of  the  century.  Hill, 
through  his  Great  Northern  Railway, 
bought  some  old  lumber  properties  on 
Minnesota's  Mesabi  Range,  where  the 
trust's  37  iron  ore  mines  are  located. 
The  lands  were  rich  in  iron  ore,  so  Hill 
leased  them  to  U.S.  Steel.  Later,  he  or- 
ganized an  affiliate.  Lake  Superior  Co., 
Ltd.,  to  take  over  the  leases,  and  when 
the  antitrust  movement  was  beginning 
to  build  up  in  the  early  1900s,  Hill 
converted  the  Lake  Superior  Co.  into 
the  Iron  Ore  Properties  Trust,  issued 
certificates  of  beneficial  interest  in  the 
trust,  and  in  1906  spun  them  ofi^  as  a 
bonus  to  the  1.5  million  stockholders 
of  the  Great  Northern  Railway. 

But  that  isn't  the  end  of  it.  On  term- 
ination of  the  trust,  the  trust  agree- 
ment states  that  its  cash  assets  are  to 
be  distributed  among  the  certificate 
holders  and  its  remaining  nonliquid 
assets  are  to  revert  to  the  Great  North- 
ern Railway,  predecessor  of  today's 
Burlington  Northern. 

That's  where  the  eight  people  come 
in.  Since  trusts  must  have  a  point  of 
termination.  Hill  named  18  people  to 
provide  such  a  point,  none  of  them 
otheiAvise  involved  in  the  trust  and 
most  of  them  young  children.  The 
trustees  refuse  to  divulge  who  the  18 
were,  but  Hill's  grandson,  Louis  W.  Hill 
Jr.,  is  still  an  Iron  Ore  Properties  trustee, 
and  the  probability  is  that  the  chil- 
dren of  Great  Northern's  then  control- 
ling stockholders  were  named.  Ac- 
cording to  the  trust  agreement,  20 
years  after  the  last  of  the  18  dies  the 


trust  must  terminate.  A  sort  of  latter- 
day  tontine,  in  short,  with  the  Great 
Northern  Railway  becoming  the  chief 
beneficiary. 

The  tontines  were  insurance-policy- 
like financial  arrangements  devised  by 
Italian  financier  Lorenzo  Tonti  in  the 
17th  century  whereby  the  assets  de- 
volve at  the  death  of  any  member  up- 
on the  members  remaining  until  one 
member  ends  up  with  all  the  assets  of 
the  fund.  As  their  members  gradually 
died  off,  the  tontines  sometimes  in- 
spired tremendous  avarice  among  the 
survivors,  avarice  so  bitter  that  one 
novelist,  Thomas  B.  Costain,  once  em- 
broidered a  murder  mystery  on  the  fa- 
tal lottery  of  the  agreement. 

Judicial  Intrigue? 

Curiously,  now  that  ten  of  the  18 
people  named  in  the  trust  agreement 
have  died,  the  trustees  have  turned 
greedy  eyes  on  the  noncash  assets 
that  once  seemed  destined  to  revert  to 
the  Great  Northern  Railway,  and  now 
seem  to  be  attempting  to  perform  ju- 
dicial murder  upon  the  beneficiary. 
Last  month,  the  trustees  went  into  the 
U.S.  District  Court  in  St.  Paul  and 
asked  the  court  for  an  interpretation 
of  the  formula  for  dissolution  of  the 
trust.  What  if  the  court  ruled  that 
the  noncash  assets  may  be  liquidated 
prior  to  tlie  termination  of  the  trust? 
If  so,  the  Burlington  Northern  could  be 
effectively  shut  out.  What  if  the  court 
rules  that  the  life  span  of  the  18  peo- 
ple plus  20  years  is  only  an  outside 
limit  on  the  trust's  life?  That  might 
mean  that  the  trust  could  be  dissolved 
at  any  time  after  the  sale  of  its  assets. 

The  difference  between  the  tontine 
and  the  Great  Northern  Iron  Ore  trust 
may  be  that  where  the  tontine's  value 
steadily  mounted,  the  trust's  may  as 
steadily  have  declined.  Its  ca.sh  assets 
are  $7  million  currently.  But  what  of 


its  mineral  holdings?  In  1913  the  trust's 
natural  ore  reserves  were  valued  at 
some  $32  million,  but  after  58  years 
of  depletion  those  reserves  are  now 
carried  on  the  books  at  $2.5  million. 
The  tmst's  reserves  of  high-grade  nat- 
ural ore,  like  those  of  the  U.S.  itself, 
have  been  largely  exhausted.  Iron  ore 
production  in  the  U.S.  now  consists 
mostly  of  beneficiating  lower-grade, 
magnetic  taconite  ore  into  the  form 
of  pellets  currently  used  in  steelmak- 
ing.  Great  Northern  has  plenty  of  taco- 
nite, but  it  is  mostly  nonmagnetic,  and 
this  is  much  more  expensive  to  bene- 
ficiate,  too  expensive  so  far  to  make  it 
attractive  for  mining. 

Under  current  arrangements,  the 
trust  leases  its  economic  reserves  to 
companies  like  Hanna  Mining  and 
Pickands,  Mather,  which  pay  a  min- 
imum royalty  plus  an  additional  roy- 
alty if  production  exceeds  a  certain 
minimum.  The  trust  has  no  control 
over  the  level  of  production,  however. 
So  only  eight  of  the  trust's  total  of  37 
mines  were  worked  in  1971,  com- 
pared with  15  in  1962,  and  royalties 
fell  some  33%  from  $4.24  million  in 
1962  to  $2.83  million  last  year. 

No  one  knows  anymore  how  much 
ore— taconite  or  otherwise— is  con- 
tained in  Great  Northern's  Mesabi 
Range  reserves.  Or  how  much  it  may 
eventually  be  worth.  But  the  world's 
iron  ore  resources  are  abundant  and  it 
is  distinctly  possible  that,  given  the 
steel  industry's  present  disinterest,  by 
the  time  the  trust  terminates,  its  mines 
could  be  virtually  worthless. 

So,  though  no  one  involved  is  say- 
ing so,  a  good  case  could  be  made 
that  the  sooner  the  properties  can  !)e 
sold,  the  better.  Should  the  court  de- 
cide that  liquidation  and  disposal  of 
the  assets  at  any  time  would  terminate 
the  trust,  the  only  obstacles  to  the  dis- 
solution of  the  Great  Northern  Iron 
Ore  Properties  Trust  would  be  llic  sta- 
tus of  its  current  long-term  leases. 

And  the  Burlington  Northern?  Well, 
it  would  be  dealt  out  of  the  game;.  But 
of  course  at  the  dissolution  of  this 
tontine,  there  may  not  be  any  spoils 
left  anyway.  ■ 
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A  let  of  people  want  to  do  something  about 

controlling  air  pollution. 
Mfe  Just  spent  another  quarter  billion  dollars 

to  help  them. 
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That  makes  over  a  half  billion  dollars  in 
five  years  to  provide  more  clean-burning 
natural  gas.  To  develop  new  sources  of  gas. 
And  bring  it  to  our  customers. 

You  see,  we  serve  one  of  the  fastest 
growing  markets  for  natural  gas  in  the  U.S. 

When  the  tough  new  air  pollution  control 
laws  went  into  effect,  the  demand  for  natural 
gas  soared  even  more.  Many  homes  and  indus- 
tries switched  from  high  sulfur,  air  polluting 
fuels  to  clean-burning  natural  gas.  Many  more 
will  in  the  future. 

That's  why  we  signed  a  long  term  contract 
with  a  Canadian  gas  company  that  brings 
millions  of  cubic  feet  of  gas  per  day  into 
Mid-America. 

That's  why  we're  exploring  in  the  Gulf  of 
Mexico.  In  Western  Canada.  In  the  Southwest 
U.S.  We  know  that  gas  is  there.  It's  a  matter  of 
finding  it  and  bringing  it  to  our  customers. 

And  that's  why  we're  operating  a  test 
facility  in  the  Arctic.  To  study  the  feasibility  of 
building  a  2500-mile  long  pipeline.  From  the 
North  Slope  of  Alaska,  through  Canada  to  our 
markets  in  Mid-America. 

We're  doing  it  to  meet  the  demands  of 
one  of  the  fastest  growing  markets  for  natural 
gas  in  the  country. 

Knowing  that,  you  know  we're  committed 
to  growth. 

Peoples  Gas  Company 

The  Peoples  Gas  Light  and  Coke  Company 

North  Shore  Gas  Compjany 
Natural  Gas  Pipeline  Company  of  America 
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What  can  your  banker  tell  you  about 
industrial  expansion  in  Hong  Kong? 


Can  he  tell  you  how  the  labor  market  is  affected 
by  the  industrial  expansion?  Can  he  explain  the 
need  for  Hong  Kong's  switch  from  entrepot  trader 
to  industrial  exporter  of  electronics,  plastics,  and 
optical  goods?  Can  he  tell  you  how  this  diversifi- 
cation will  influence  its  trade  balance?  How  it  will 
affect  its  domestic  economic  growth?  And  exter- 
nal payment  position? 

AChaseman  can. 

Can  your  banker  tell  you  how  regionalism 
could  spur  intra-area  cooperation?  How  it  could 
expand  the  effective  market  area?  The  integration 
of  the  financial  markets?  Can  he  tell  you  how  it 
will  affect  your  company? 

AChaseman  can. 

Chase  Manhattan's  huge  worldwide  network 
of  branches,  associated  banks  and  representative 
offices  reacts  quickly  to  unexpected  political  and 
economic  events.  Our  special  analysts  often  an- 
ticipate these  changes.  They  understand  what 
consequences  these  events  can  have  on  your  inter- 
national business.  They  carefully  evaluate  alterna- 
tive courses  of  action  for  you  to  follow.  And  our 


sophisticated  communications  network  loses  lit- 
tle time  executing  your  decisions. 

When  you  vyant  to  do  business  on  a  multi- 
national scale  in  the  Far  East— or  anywhere  else 
in  the  world— speak  to  Chase  first. 

Chase  Network  Pacific: 

Offices  in:  GUAM,  HONG  KONG,  INDIA,  INDO- 
NESIA, JAPAN,  KOREA,  MALAYSIA,  SINGAPORE, 
TAIWAN,  THAILAND,  VIETNAM.  Affiliated  Corpo- 
rations: AUSTRALIA,  Chase-N.B.A.  Group  Ltd.; 
NEW  ZEALAND,  Chase-N.B.A.  New  Zealand 
Group  Limited. 

You  have  a  friend  at  ^^ 

THE  CHASE  MANHATTAN  BANkI  | 

1  Chase  Manhattan  Plaza,  New  York,  N.Y.  10015/Member  F.D.I.C.     ^B^ 
CHASE  MANHATTAN  INTERNATIONAL  BANKING  CORPORATION 
800  Wilshire  Boulevard,  Los  Angeles,  California  90017 
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The  Money  Men 


New  Inflation  Hedge:  Bonds 


It's  an  ill  wind  that  doesn't  make 
somebody  rich,  and  Andrew  Caiter 
tliinks  the  winds  that  have  afflicted 
the  stock  market  in  recent  years  are 
going  to  help  make  his  fame  and 
fortune.  He  kind  of  thinks  the  stock 
market  has  had  its  turn.  Now  the 
bond  market  will  come  into  its 
own.  Poor  performance  and  high 
interest  rates  on  bonds  have  com- 
bined to  disillusion  many  big  in- 
vestors with  the  stock  market.  So 
they'll  turn  back  to  bonds.  At  least 
youthful  Andy  Carter  hopes  so. 
And  he  is  considered  one  of  the 
countiy's  leading  technicians  in 
making  bonds  perform. 

"We  will  ask  for— and  get— the 
highest  fee  for  managing  bonds 
ever  charged  in  investment  history," 
Carter  says.  "Bond  men  are  in  such 
awful  demand  that  we  can't  walk 
the  streets  of  Boston  without  being 
accosted."  Whereas  most  manage- 
ment charges  on  the  bond  portion 
of  a  portfolio  are  less  than  one- 
eighth  of  1%  a  year,  Carter  says  he 
will  probably  charge  the  highest 
fees  around.  As  you  can  see,  Andy 
Carter  is  not  a  modest  man— per- 
haps because  he's  only  32.  At  any 
rate,  he  has  persuaded  a  subsidiary 
of  McGraw-Hill,  the  publishing 
company,  to  back  his  new  firm, 
which  is  called  S&P/ Carter,  Doyle 
&  Co.  (John  Doyle  worked  with 
Carter  on  bonds  at  Wellington 
Management.) 

The  new  firm  will  have  nothing 
at  all  to  do  with  stocks.  It  will  man- 
age only  bond  portfolios.  Andy 
Carter  knows  an  opportunity  when 
he  smells  one.  An  English  major 
at  Harvard,  Carter  graduated  with 
honors  in  three  years  and  got  a  job 
as  a  trainee  at  Manhattan's  Irving 
Trust  Co.  Not  for  him,  though,  was 
the  slow  climb  through  a  bank.  He 
began  looking  around.  "I  noticed," 
he'  said,  "that  there  was  almost  as 
much  money  invested  in  bonds  as 
in  stocks,  but  whereas  there  were 
literally  thousands  of  stock  experts, 
real  bond  men  were  few  and  far 
between.  There  had  been  a  24- 
year  bear  market  in  bonds— 1946 
through  1970— and  everybody  was 
equity-oriented. 

"f  saw  it  this  way:  Even  if  the 
bear  market  in  bonds  continued, 
there  had  to  be  an  opportunity  in 
managing  bond  investments.  I 
could  always  tell  clients:  'It's  bet- 


ter to  lose  seven  points,  isn't  it, 
than  to  lose  nine?'  " 

In  1964  he  heard  about  an  op- 
ening in  the  bond  department  of 
Harvard  University's  endowment 
fund.  Two  years  later,  at  age  26, 
Carter  was  running  Harvard's 
bonds,  $500  million  worth  of  them. 
Two  years  after  that  he  shifted  to 
Wellington  Management  Co.  Then 
he  decided  to  go  into  the  money 
management  business  on  his  own. 

What  everyone  would  like  to 
know,  of  course,  is:  How  does  one 
perform  in  bonds?  Chiefly  by  con- 
stant switches  to  upgrade  the  port- 
folio in  terms  of  quality  and/ or 
yield.  An  improvement  of  as  little 
as  one-tenth  of  1%  on  a  $100-mil- 
lion  portfolio  can  increase  income 
by  $100,000  a  year.  A  1%  yield  in- 
crease compounded  over  20  years 
generates  an  increase  equal  to  83% 
of  the  initial  capital.  Trading  com- 
missions? They  are  a  pittance  in 
large-scale  bond  transactions. 

For  example,  he  sold  Detroit 
Edison  bonds  yielding  8.71%  and 
bought  bonds  in  the  same  company 
yielding  8.86%  at  the  same  price. 
The  call  provisions  of  both  were 
almost  identical. 

"It's  surprising,"  says  Carter.  "I 
see  bond  portfolios  where  there  is 
no  turnover  at  all;  they  just  hold 
to  maturity."  Carter  says  he  turned 
his  accounts  over  at  least  125% 
last  year  and  has  gone  even  higher. 

There  is  a  subtle  point  to  be 
made  here.  Carter  is  not  talking 
about  speculating  in  bonds  as  a 
means  of  playing  changes  in  the 
interest  rate.  The  traditional  way 
to  play  this  game  is  to  go  long  into 
long-term  bonds  when  you  think 
interest  rates  are  about  to  go  down; 
and  go  into  very  short  maturities 
or  cash  when  you  think  interest 
rates  are  going  to  rise.  Carter 
doesn't  believe  in  this  game  when 
interest  rates  are  high. 

"Well,  it  can  be  done,  but  it's 
terribly  hard  and  risky."  He  noted 
that  George  Bennett,  Harvard's 
treasurer,  saved  $12  million  by 
keeping  $140  million  in  cash  equiv- 
alents in  1964  and  1965.  But  he 
also  concedes:  "Three  times  in  1971 
I  took  actions  predictive  of  inter- 
est rates.  I  was  completely  wrong 
all  three  times. 

"But  you  see  what  I'm  doing 
doesn't  demand  that  you  be  right 


Carter  of 
S&P/Carter,  Doyle  &  Co. 

about  the  trend  of  interest  rates. 
By  making  sensible  switches  I  can 
make  more  money  in  an  up  market 
and  lose  less  in  a  down  market  than 
somebody  who  just  sits  there— and 
without  speculating  at  all. 

"Why  speculate,"  he  asks,  "when 
bonds  are  demonstrably  a  better 
buy  than  stocks?"  Bonds  a  better 
buy?  That  goes  against  everything 
money  managers  have  believed  for 
nearly  20  years  now.  Carter,  how- 
ever, makes  a  nice  case. 

His  reasoning  goes  something 
like  this:  The  cult  for  stocks  rested 
to  a  large  degree  on  a  University 
of  Chicago  study  financed  by  Mer- 
rill Lynch,  Pierce,  Fenner  &  Smith. 
The  study  showed  that  over  a  very 
long  period,  40  years,  stocks  yield- 
ed 9%,  counting  both  gains  and 
dividends.  As  long  as  this  perfor- 
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RELATIVE  STREHCTH  OF  INDUSTRY  GROUP  (MOST  RECENT  WEEK  ON  flICHT) 
RELATIVE  STRENGTH  OF  EACH  STOCK  (MOST  RECENT  WEEK  ON  RIGHT) 

RATIO  OF  DAILY  UPVOLUME  TO  DAILY  DOWN-VOLUME  (MOST  RECENT  WEEK  ON  RIGHT) 
SUPPLY-DEMAND  RATIO  (MOST  RECENT  WEEK  ON  RIGHT) 
COMPUTER  HATING  (MOST  RECENT  WEEK  ON  RIGHT) 
CURRENT  AVERAGE  DAILY  VOLUME 
GROWTH  RATE  (FIVE  YEARS) 

PRIOR  OUARTER  EARNINGS  AND  %  INCREASE 

LAST  OUARTER  EARNINGS  AND  %  INCREASE  CINOICATES  REPORTEO  WITHIN  LAST  TWO  WEEKS) 
DESCRIPTION  OF  COMPANY  < 

%  YIELD  (INDICATED) 

STOCK  SYMBOL 

MONTH  FISCAL  YEAR  ENDS  (EXCEPT  DECEMBER) 
SHARES  OUTSTANDING  (IN  THOUSANDS) 
EXCHANGE  WHERE  TRADED 

COMPANY  HEADOUARTERS 

FIVE  YEARS  EARNINGS  RECORD 

EARNINGS  ESTIMATE  AND  %  INCREASE 
ALPHA  &  BETA  VALUES 

DATE  OF  INCORPORATION 
SPECIALIST 

SIX  MONTH  POINTER 

ESTIMATED  DATE  OF  NEXT  EARNINGS  REPORT 
CURRENT  CLOSING  PRICE 

STOCK  PRICE  SCALE 


WEEKLY  VOLUME  SCALE  (IN  THOUSANDS) 

CURRENT  PRICE  EARNINGS  RATIO  COMPUrEO  WEEKLY 

%  INCREASE  IN  QUARTERLY  EARNINGS  VS.  OUARTER  YEAR  AGO 
("INDICATES  <0%  OR  GREAIERl 
(   •INDICATED  li%  OR  GREATER) 


?00-DA¥  MOVING  AVERAGE  OF  PRICE 
RELATIVE  STRENGTH  OF  STOCK 
DATE  EARNINGS  ACTUALLY  REPORTED 
EARNINGS  12  MONTH  ENDED  BASIS 
50-DAY  MOVING  AVERAGE  OF  PRICE 
TOTAL  VOLUME  TRADED  WEEKLY 
STOCK  SPLIT  POINTER 
PRICE-EARNINGS  RATIO  AT  QUARTERS  END 
NEW  PURCHASE  BY  SELECTED  GROWTH  FUNDS  DURING  OUARTER 
WEEKLY  HIGH,  LOW  AND  CLOSING  pnir' 
EARNINGS  PER  SHARE  SCALE 


Graph  is  shown  reduced.  Actual  Datagraphs  are  9Va"  wide  and  very  easy  to  read. 


We  compute  200  million  pieces  of  data  weekly. 

Update  the  information  on  Friday  night. 
Rate  and  rank  every  listed  stock  above  $15  on 

both  ms^or  exchanges. 
And  we  deliver  the  book  to  you  Monday  morning. 


The  graph  opposite  is  taken  from 
our  weekly  publication,  Data- 
graphs,  it  tells  you  more  about 
listed  stocks  than  any  other  single 
source  of  information.  39  funda- 
mental and  technical  factors  affect- 
ing each  stock  are  diagrammed  for 
quick  reference.  They  help  you 
monitor  your  present  portfolio, 
screen  stock  selections  or  develop 
ideas  for  buying  or  selling. 

200  different  industrial  groups 
are  covered  and  shown  each  week 
in  order  of  their  relative  strengths. 
A  complete  5  year  analysis  is  shown 
for  each  stock  together  with  earn- 
ings estimates  for  each  company. 
Prices  are  shown  on  a  logarithmic 


scale  so  you  can  compare  percent 
move  of  one  stock  versus  another. 
All  newly  listed  stocks  are  added 
each  week.  And  the  date  the  next 
quarterly  earnings  are  to  be 
reported  by  each  company. 

There's  an  O'Neil  Computer 
Rating  for  each  stock.  A  high  rat- 
ing means  the  stock  has  the  same 
characteristics  as  250  stocks  which 
have  made  major  advances  in  the 
last  20  years. 

No  other  service  goes  into  the 
subject  in  such  depth,  clarity  or 
covers  so  many  years.  Some  ser- 
vices just  offer  Alpha  and  Beta 
values.  Or  earnings  estimates.  We 
tell  this  story  on  one  graph.  And 


Q'  William  ONeil+Co 


we're  constantly  evaluating  new 
items  to  include. The  service  is  used 
by  money  managers  of  insurance 
companies,  pension  funds,  mutual 
funds,  investment  counseling  firms 
and  corporations.  Over  40%  of  the 
banks  in  the  country  with  assets 
over  $1.5  billion  are  subscribers. 

Our  newest  book  covers  1,200 
O.T.C.  stocks  and  comes  out  every 
two  weeks. 

If  you'd  like  more  information 
on  either,  or  both  of  these  services, 
just  mail  the  coupon  below  or  call 
Mr.  Alan  Weston  in  our  Los  Angeles 
office  at  (213)  473-2911. 


William  O'Neil  &  Co.  Incorporated 
Investment  Advisers  and  Members  of 
the  New  York  Stock  Exchange,  Inc. 
10960  Wilshire  Blvd. 
Los  Angeles,  Calif.  90024 

I  am  interested  in  your 

D  N.Y.  and  American  Exchange 
Datagraphs 

n  Over-the-counter  Datagraphs 


Please  call  me. 


Name 


Company  Title 


Street 


City/State/Zip 


Office  telepfione 


Anybody  who 

can  change  an 

ore  storage  area 

into  an  industrial  park 

in  10  years  deserves 

your  attention 


Canton  Company  did  it.  Took  a 
100-acre  eyesore  used  only  to 
store  ore  from  time  to  time  . . .  and 
converted  it  into  an  industrial  park 
now  90%  occupied,  and  boasting 
a  list  of  tenants  right  out  of  the 
"blue  chips".  It  took  brains,  ex- 
perience, and  lots  of  hard  work. 
But  that's  what  Canton's  known 
for. 

REAL  ESTATE 

...  Is  just  one  of  our  areas  of 
interest,  on  the  national  level.  In 
addition  to  owning  and  developing 
property,  we  operate  a  thriving 
Real  Estate  Brokerage  Division. 
Canton  Company  is  also  equipped 
to  provide  expert  service  in  the 
fields  of  Warehousing,  Transporta- 
tion, Distribution,  and  Commercial 
and  Industrial  Insurance. 

If  you  have  a  problem  or  need  in 
any  of  these  areas,  call  or  write 
today  for  personal  attention  from 
"the  man  in  charge". 

Canton  House,  P.O.  Box  447 
Baltimore,  Maryland  21203 
Telephone:  (301)  837-7733 


The  Money  Men 


mance  continued  and  as  long  as 
bonds  yielded  5%  or  less,  the  case 
for  equities  was  clear. 

But  it's  no  longer  clear,  says  Car- 
ter. First,  dividends  on  stocks  av- 
eraged 5%%  over  this  period,  but 
rising  price/earnings  ratios  have 
cut  this  yield  to  less  than  3%  cur- 
rently. That  alone  would  bring  the 
stock  yield  to  below  7%.  Actually, 
it  probably  is  now  even  lower  than 
that.  Carter  says. 

He  cites  a  study  made  by  A.G. 
Becker  &  Co.  It  is  a  compilation  of 
a  huge  group  of  institutionally 
managed  equities  over  the  last  dec- 
ade. The  median  return  was  not 
9%  or  even  7%  but  exactly  6.2%. 
(FoBBES*  latest  Mutual  Fund  Sur- 
vey showed  an  average  annual  re- 
turn of  about  4.9%  over  approxi- 
mately the  same  period. ) 

In  contrast,  quality  bonds  are 
now  yielding  7.5%  and  better.  Re- 
member, he  says,  the  return  from 
bonds  is  almost  riskless.  In  stocks, 
anything  can  happen.  "You  have  to 
estimate  earnings  in  stocks,"  Carter 
says,  "and  even  if  you  are  right 
there,  you  also  have  to  be  right 
about  price/earnings  ratios." 

Of  course,  "everybody"  knows 
that  you  stay  away  from  bonds  be- 
cause of  inflation.  "Nonsense," 
says  Carter.  "Inflation  is  just  as 
rough  on  stocks.  If  you  earn  7.5% 
on  bonds  and  inflation  is  5%,  sure 
your  net  return  is  only  2.5%.  But 
with  stocks  showing  6.2%,  and  you 
take  5%  from  that,  your  net  return 
is  a  squeaky  1.2%." 

Taxes.  What  about  taxes?  we 
asked.  Some  people  prefer  stocks 
because  capital-gains  appreciation 
is  taxed  at  a  lower  rate  than  inter- 
est is.  This  isn't  a  factor,  Carter 
says,  with  pension  and  endowment 
funds,  because  they  are  tax-free 
anyway.  Besides,  with  recent 
changes  in  the  capital-gains  rules, 
the  spread  between  capital-gains 
rates  and  regular  income  is  smaller 
than  it  used  to  be— and  will  prob- 
ably get  smaller  still  in  the  future. 

Isn't  Andy  Carter  saying  that 
managing  bonds  is  easier  and  safer 
and  more  predictable  than  man- 
aging stocks?  "Of  course  that's 
what  I'm  saying.  Some  people  think 
bond  men  are  geniuses.  They  think 
that,  because  they  haven't  bothered 
to  analyze  what  we  do.  We're  not 
making  any  decisions  about  the  fu- 
ture, except  whether  this  bond  will 
be  paid  off  or  it  won't  be.  As  for 
the  rest,  it's  sweaty  work,  yes,  but 


there's  nothing  mystical  about  it." 

If  everyone  is  applying  this  kind 
of  common  sense,  wouldn't  yields 
equalize  among  different  issues? 
How  come  there  are  opportunities 
for  the  kind  of  switches  Carter 
makes?  Simply  because,  Carter  re- 
plies, not  many  people  are  doing 
the  kind  of  work  he  is  doing.  "An 
institution  decides  to  sell  for  rea- 
sons that  have  nothing  to  do  with 
the  value  of  the  bonds  such  as  the 
need  for  construction  funds,  for 
example.  That  puts  pressure  on  the 
market  and  I  can  step  in  and  get 
a  better  yield  than  on  other  bonds 
of  similar  quality." 

If  interest  rates  were  to  drop 
back  to  5%  or  so,  Carter  agrees, 
he  might  have  to  play  more  for 
swings  in  the  interest  rates.  But 
does  anybody  seriously  think  we 
will  see  cheap  money  soon  again? 

Carter  aims  for  something  like 
$250  million  to  manage,  from  about 
only  half  a  dozen  accounts  of  $20 
million  to  $100  million.  Individual 
investors?  They  should  not  buy 
bonds.  In  odd  lots  (anything  less 
than  $100,000)  the  .spread  between 
buying  and  selling  is  as  much  as 
3%— too  great,  says  Carter.  "You 
can't  afford  the  switching  you  need 
to  maximize  your  return." 

In  Carter's  brave  new  world  of 
bonds,  the  small  investor  will  prob- 
ably be  restricted  to  bond  mutual 
funds.  Sorry  about  that.   ■ 
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POLLUTION:  a  big  word  lor  many  small  prohiems 


You  may  know  AMETEK  as  the  world's  largest  pressure  instrument  producer, 
or  the  country's  leading  manufacturer  of  liquid-solid  separation  equipment — so 
it  shouldn't  be  news  to  you  that,  combining  these  technologies,  ametek  will  do 
an  eight-figure  business  this  year  supplying  components  and  systems 
for  air  and  water  pollution  control.  With  several  decades  of  experience,  ametek 
has  the  engineering  and  manufacturing  capabilities  to  solve  many  small  problems 
that  have  a  major  effect  on  our  environment. 

POLLUTION  SOLUTION:  a  big  market  lor  IMETEK 


A  Test  a  smoking  stack:  Our 

traveling  air  pollution  control 
lab  hooks  right  into  a  plant's 
exhaust  stacks  to  analyze 
the  pollution  problem.  It  pre- 
determines exactly  what 
equipment  will  solve  exhaust 
particle  and  gas  recovery 
problems.'and  its  cost. 

B  Electronic  and  pneumatic 
instrument  systems  that 
have  been  proven  in  process 
plants  around  the  world  are 
widely  used  to  monitor  and 
control  pollution  reduction 
systems.  Our  reliable  per- 
formance means  lower  main- 

AMETEK 

233  Broadway,  New  York,  N.Y.  10007 

For  our  annual  report  and  more  information,  write  Ametek,  Station  Square  Two,  Paoli,  Pa.  19301 


tenance,  especially  for  new 
turn-key  packaged  systems. 


C  Low-pollution  alternative 
to  gasoline  fuel:  AMETEK'S 
Liquified  Natural  Gas  fuel 
conversion  system  allows  to- 
day's cars  to  exceed  the 
government's  1975  emission 
standards.  Designed  for 
truck,  bus  and  cab  fleets  in 
cities  that  are  building  LNG 
storage  plants,  this  conver- 
sion package  reduces  air 
pollution  and  maintenance 
costs,  has  been  proven  by 
hundreds  of  installations. 


D   Cleaner  tap  water:  Our 

filter  housing  made  of  spe- 
cial long-life  plastic,  plus 
an  inexpensive  replaceable 
cartridge,  removes  particles 
or  unpleasant  taste  from 
home  drinking  water.  Avail- 
able through  most  plumbing 
and  hardware  outlets. 

E  Clarify  f/ie  problem: 

AMETEK'S  rotary  vacuum  fil- 
ters remove  solid  material 
in  many  waste  treatment 
systems  . . .  one  of  many  an- 
swers from  the  country's 
most  complete  liquid-solid 
separation  equipment  line. 


F  Quicksilver  system:  Mer- 
cury —  and  other  heavy 
metals  —  can  be  recovered 
economically  with  our  pro- 
prietary systems.  AMETEK 
engineering  means  high  effi- 
ciency and  low  maintenance 
in  all  of  our  waste  -water 
treatment  systems, 

G  Self-destructs  for  safety: 

Precision  burst  discs  keep 
fumes  and  gases  from  vent- 
ing until  over-pressures 
occur ...  a  real  relief  to  re- 
fineries and  petro-chemical 
plants  where  fluttering  relief 
valves  have  been  a  problem. 


Shell's  Game 

For  all  its  powerful  international  connections. 
Shell  Oil  hasn't  set  the  world  on  fire.  It  has 
won  some  big  ones.  But  it  has  also  lost  some. 


Heaven  forbid  you  should  suggest 
to  Harry  Bridges,  the  56-year-old 
English-bom  president  and  chief  exec- 
utive of  Houston's  Shell  Oil  Co.,  that 
the  shots  at  Shell  are  really  called  in 
The  Hague  or  London  offices  of  its 
parent  company,  the  Royal  Dutch/ 
Shell  Transport  &  Trading  Group. 

Sure,  Royal  Dutch/ Shell  does  own 
69%  of  Shell  Oil's  common  shares. 
U.S.  Shell,  surely  more  to  Royal 
Dutch's  benefit  than  its  own,  over  the 
years  has  not  built  the  kind  of  over- 
seas crude  production  and  marketing 
that  would  have  given  it  far  better 
balance  and  profitability. 

But  if  you  suggest  that  Shell  is  like 
other  subsidiaries  of  international  oil 
companies— existing  primarily  as  a  con- 
duit for  pumping  its  parent's  crude 
and  refined  products  into  the  lush 
U.S.  market— you  will  draw  a  quite 
emphatic  denial  from  Harry  Bridges. 
He  points  out  that  Shell  imports  veiy 
little  crude,  from  Royal  Dutch  or  any- 
one else.  The  38%  or  so  of  its  refinery 
needs  Shell  cannot  supply  from  its 
own  wells  in  Louisiana,  Texas  and 
California,  is  purchased  from  other 
U.S.  suppliers.  The  company  has  found 
it  more  profitable  to  sell  most  of  its 
import  tickets  and  buy  at  home.  Shell 
Oil,  insists  Bridges,  is  regarded  strictly 
as  an  investment  by  the  men  in  Lon- 
don and  The  Hague. 

The  investment  has  its  flaws.  Shell's 
offshore  wells,  which  gobbled  up  most 
of  its  exploration  dollars  during  the 
Sixties  and  now  provide  about  half 
its  crude  output,  have  approximately 
reached  peak  production.  The  com- 
pany has  no  significant  position  in 
Alaska's  North  Slope.  Its  effort  to 
squeeze  oil  from  the  Canadian  tar 
sands  is  still  a  long  way  from  econom- 
ic viability.  Its  current  joint  explora- 
tion project  with  Shell  of  Canada, 
which  Bridges  and  his  top  crude  man. 
Executive  Vice  President  John  F.  Red- 
mond, negotiated  from  the  Canadian 
side,  is  proving  a  disappointment. 

Oil  remains  a  business  where  an 
even  balance  between  crude  produc- 
tion, refinery  output  and  product  sales 
counts  for  much  and  is  achieved  by 
few;  only  the  balanced  producers  get 
all  the  profit,  not  just  part.  Shell,  at 
$4  billion  in  sales,  is  one  of  the  larg- 
est members  of  the  unbalanced  ma- 
jority. Its  refining  and  marketing  are 
fairly  well  balanced,  at  something  over 
1  million  barrels  a  day.  But  the  com- 
pany produces  only  about  630,000 
barrels  of  crude  a  day,  or  little  more 


than  three-fifths  of  its  refinery  needs. 
Short  of  a  miracle,  Shell  doesn't  stand 
a  prayer  now  of  ever  achieving  the 
kind  of  efficient  balance  that  enables 
Texaco  and  one  or  two  other  big  in- 
ternational outfits  to  lead  the  profit- 
ability parade. 

These  handicaps  show  clearly  in 
the  figures.  Shell's  per-share  earnings 
fell  from  $4.32  in  1969  to  $3.52  in 

1970,  and  inched  back  to  $3.63  in 

1971.  These  were  rough  years  for  the 
entire  oil  industiy,  but  Shell's  decline 
was  steeper.  This  year  Shell  is  surging 
back,  with  net  up  32%  in  the  first  six 
months,  and  prospects  are  good  for 
earning  over  $4  per  share.  Still,  return 
on  equity  should  be  barely  10%,  and 
net  will  remain  short  of  the  record 
$4.72  it  made  in  1968. 

Gasoline  Company 

Lacking  low-cost  foreign  crude. 
Shell  cannot  match  the  profit  returns 
of  first-rate  international  companies 
like  Jersey  Standard,  Gulf  and  Texaco. 
But  it  does  shade  in  profitability  such 
companies  as  Standard  Oil  of  Cali- 
fornia, which  has  cheap  foreign 
crude;  in  this  case,  Shell's  marketing 
superiority  more  than  cancels  out  So- 
cal's  advantage  in  crude. 

Harry  Bridges,  a  lean,  wiry  man 
who  has  spent  32  years  with  Shell  in 
locations  ranging  from  New  Guinea 
to  The  Hague,  says:  "We  weren't  one 
of  those  who  discovered  the  early, 
relatively  cheap  oil.  We  do  produce 
a  lot  of  crude;  but  a  lot  of  it  is  offshore 
Louisiana  cnide  which  is  more  expen- 
sive than  the  earlier  onshore  stuff. 
Which  meant  we  couldn't  afford  to  be 
quite  so  lenient  towards  the  manufac- 
turing-transportation-marketing side. 
We  had  to  tiy  harder  in  those  areas. 
So  that  expensive  Louisiana  crude  has 
helped  us  in  a  way." 

One  way  it  helped  was  by  forcing 
Shell  to  put  big  money  into  marketing, 
for  example,  raising  its  gasoline  mar- 
keting rank  from  sixth  to  second  place 
from  1961  to  1971,  behind  only  Texa- 
co, even  though  it  is  the  eighth-largest 
U.S. -based  oil  company.  It  has  fewer 
but  bigger  stations.  And  it  pumps 
through  its  average  station  45,000  gal- 
lons a  month,  over  50%  more  than  its 
four  largest  competitors.  It  has  also 
become  the  largest  seller  of  aviation 
fuel  in  the  U.S.,  and  the  third-largest 
seller  of  all  refined  products. 

Shell  has  also  worked  hard  in  the 
other  area  where  it  could  compensate 
for  its  lack  of  its  own  crude— refining. 


In  oil,  fhe  profit's  at  the  wellhead. 

In  the  last  seven  years  it  has  boosted 
its  refining  capacity  from  650,000 
barrels  a  day  to  1.06  million  barrels  a 
day.  This  expansion,  a  major  segment 
of  which  was  just  completed  last  year, 
is  standing  Shell  in  particularly  good 
stead  right  now.  Because  of  environ- 
mental problems  primarily,  few  re- 
fineries have  been  built  by  anybody 
in  the  U.S.  since  1969. 

Inevitably,  the  slowdown  catight  up 
(Continued  on  page  75) 
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(Continued  from  page  68) 
with  the  industry  this  summer  in  the 
form  of  an  increasingly  severe  short- 
age of  gasohne  and  other  refined  prod- 
ucts. But  Shell,  thanks  to  its  expansion 
program,  still  has  about  10%  of  un- 
used refinery  capacity  which  Bridges  ' 
thinks  can  tide  the  company  over  for 
two  or  three  years.  By  which  time,  en- 
vironmentalists willing,  Shell  could 
have  its  long-hoped-for  East  Coast  re- 
finery on-stream  or  close  to  completion. 

Shell  also  stands  to  benefit  from  any 
relaxation  on  the  grip  the  indepen- 
dents now  have  on  the  market— over 
25%  of  the  U.S.  gasoline  market  cur- 
rently. One  of  the  independents'  strong- 
est pluses  of  the  past  three  years- 
gasoline  bought  at  distress  prices  from 
the  major  oil  companies— may  be  draw- 
ing to  an  end  with  the  current  short- 
age of  refining  capacity.  Gasoline  is 
short,  and  prices  are  rising,  and  those 
independents  who  can't  get  enough 
gasoline  doubtless  will  fold,  at  least 
partly  removing  a  painful  thorn  from 
the  hides  of  major  marketers  like  Shell. 

Shell,  of  course,  stands  to  benefit 
more   than   most   from   any   gasoline 


price  increase  produced  by  the  current 
refinery  shortages.  A  one-half-cent-a- 
gallon  increase  means  $35  million  ad- 
ditional revenue  to  Shell,  before  taxes, 
or  about  11%  of  last  year's  total  pre- 
tax net. 

Still  to  be  reckoned  with,  however, 
are  the  long-range  problems  posed  by 
Shell's  huge  petrochemical  business. 
With  nearly  $600  million  in  petro- 
chemical sales.  Shell  has  the  lately 
dubious  distinction  of  leadership  in 
that  field  among  U.S.  oil  companies. 
Executive  Vice  President  Jack  B.  St. 
Clair,  53,  president  of  Shell  Chemical 
for  five  years,  admits  that  petrochemi- 
cals barely  broke  even  in  1970  and 
contributed  only  4%  or  5%  of  Shell's 
1971  profits  on  around  15%  of  its 
revenues.  Right  now.  Shell  is  sharing 
in  the  chemical  industry's  revived 
fortunes  just  as  it  shared  in  its  depres- 
sion. Chemicals  have  led  the  compa- 
ny's strong  first-half  recovery  this  year. 

There  is  a  plus  in  Shell's  future 
competitive  position  in  chemicals.  In 
1970  Shell  completed  a  billion-pound- 
a-year  ethylene  plant.  Ethylene  is  the 
starting  chemical  for  a  legion  of  plas- 


tics and  other  chemicals— alcohol, 
polyethylene,  polystyrene  and  vinyl 
plastics,  to  name  a  few.  It  is  the  first 
large  plant  to  use  a  heavy  feedstock 
(gas  oil,  a  part  of  the  crude  barrel 
equivalent  to  diesel  oil),  rather  than 
gases  associated  with  natural  gas. 
With  U.S.  natural  gas  getting  scarcer 
and  more  expensive,  the  industry  is 
being  forced  to  look  to  heavy  feed- 
stocks to  replace  those  gases.  Shell 
has  a  leg  up  in  the  technology  of 
this  kind  of  chemical  manufacture. 

Even  so,  Shell  will  probably  never 
be  able  to  earn  really  big  profits  on 
its  chemical  business.  The  margins, 
by  definition,  are  thin  and  can  disap- 
pear suddenly  in  an  economic  down- 
draft.  The  big  earnings  slide  in  1970 
was  proof  of  that. 

So  there  you  have  Shell.  Strong  in 
refining  and  marketing.  Weak  in  crude 
production  and  committed  to  an  in- 
vestment in  chemicals  that  has  not  al- 
ways paid  off.  Are  the  faults  its  own, 
or  the  result  of  decisions  made  abroad? 
It's  a  question  no  outsider  can  an- 
swer, but  the  lack  of  earnings  growth 
is  there  for  all  to  see.  ■ 


Options  with  Icing 

Are  stock  options  dead?  Not  the  way 
ITT  plans  to  use  them  in  its  divestitures. 


When  the  Justice  Department  ordered 
International  Telephone  &  Telegraph 
to  divest  itself  of  its  holdings  in  Avis, 
Inc.,  Canteen  Corp.  and  Levitt  &  Sons 
a  year  or  so  ago.  Justice  didn't  re- 
quire ITT  to  dump  all  its  stock  in 
those  companies  on  the  market  at 
once.  Instead,  it  gave  ITT  until  1973 
to  sell  Canteen  Corp.  and  until  1974 
to  sell  Avis  and  Levitt.  So  instead  of 
making  a  single  offering,  ITT  decided 
to  sell  off  its  hoMings  in  stages— a  lit- 
tle bit  at  a  time. 

ITT's  problem  was  this:  How  could 
it  make  sure  that  the  Avis,  Canteen 
and  Levitt  stocks  stayed  at  high  levels 
during  the  entire  divestiture  period? 
After  all,  ITT  didn't  want  to  get  less 
for  the  second  and  third  stage  offer- 
ings than  It  got  for  the  first;  the  fact 
is,  it  would  understandably  much 
prefer  to  get  more. 

There  is,  of  course,  no  way  for  ITT 
to  be  sure.  But  ITT  did  find  a  com- 
pelling way  to  minimize  its  risks.  It 
would  grant— while  it  still  controlled 
the  companies— special  stock  options  to 
the  men  who  ran  them.  At  Avis,  for 
example,  the  principal  recipients  will 
be  Winston  V.  Morrow  Jr.,  chairman, 
and  Colin  M.  Marshall,  executive  vice 
president.  This  way  the  executives 
would  be  at  least  as  anxious  as  ITT 
to  do  everything  possible  to  produce 


the  kind  of  performance  that  tends  to 
keep  stock  prices  high. 

Take  Avis,  for  example.  As  the  first 
step  in  divesting  itself  of  Avis,  ITT  is 
planning  to  offer  the  public  1.4  mil- 
lion shares.  This  will  leave  ITT  with 


Alorrow  of  Avh 


4.6  million  shares;  of  these,  ITT  will 
grant  key  executives  options  to  buy 
180,000  shares. 

Nothing  unusual  about  that.  But 
what  is  unusual  is  this:  Most  stock 
options  pay  off  big  only  if  the  stock 
goes  up,  way  up,  over  the  option 
price.  In  this  case,  however,  the  Avis 
executives  will  get  a  big  payoff  even 
if  the  $38  price  at  which  the  stock 
will  be  offered  to  the  public  merely 
stays  steady.  The  ITT  plan  calls  for 
granting  the  options  at  $9.50  a  share 
—a  discount  of  75%. 

The  hitch  is  this:  The  options  do 
not  become  effective  until  after  the 
divestiture  is  complete,  until  all  ITT's 
stock  is  sold.  In  the  meantime,  if  the 
market  price  fails  to  maintain  certain 
specified  levels,  ITT  will  reduce  the 
number  of  shares  the  executives  can 
purchase  under  the  option  plan.  So 
the  executives  have  good  reason  to 
provide  the  performance  record  that 
will  keep  the  market  price  soaring 
and  thereby  enable  ITT  to  get  out 
on  the  best  possible  terms. 

If  the  stock  stays  at  the  offering 
price,  then  the  executives  will  make  a 
pile.  Avis'  chief  executive,  Morrow, 
is  entitled  to  39,600  shares.  The  pros- 
pectus for  the  ITT  offering  says  this 
should  bring  him  $700,000.  But  he 
ought  to  do  better  than  that.  Sub- 
tract the  $400,000  paid  for  the  stock 
from  the  $1.5  million  that  he  could 
sell  it  for,  and  you  get  $1.1  million 
before  taxes.  Not  a  bad  reward  at 
all  simply  for  holding  a  stock's  price 
steady.  ■ 
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<^  SPRAY  NEW  LIFE 
INTO  OLD  ROOFS 


The  Randustrial®  Roof  Spray  Process  is  the 
ideal  method  of  preserving  leaky,  decaying 
roofs.  One  spray  application  of  our  premium 
liquid  roof  protector,  SHIELD-TITE®,  is  all 
you  need.  And  it's  easy  to  put  on -your  own 
men  do  the  work  using  our  equipment-our 
roofing  engineers  show  them  how.  Inquire 
today!  We  want  to  show  you  our  new  movie, 
"Roof  Spray  Saves  Money."  No  obligation, 
of  course.  We  will  also  send  our  Free  48 
page  Roofing  and  Maintenance  Catalog. 


Randustrial ,  Corporation 

formerly  Ranco  Industrial  Products  Corporation 

13306  Union  Ave./Cleveland.  Ohio  44120 

(216)  283-0300 


For  people 


about,  golf 


fm& 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  I.  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
(305)  821-1150. 

Miami  Lakes  Inn 

&  Country  dub 


BE8T8EI-LERI 

The  new  book  by  Or.  Laurence  J.  Peter 
(author  of  The  Peter  Principle) 

Rx  THE  PETER 
PRESCRIPTION 

"A  lively,  splendid  successor 

to  The  Peter  Principle." 
$5.95  -H.  ALLEN  SMITH 

'!S}morro\ 


Go  for  the  Soft  Underbelly 

Air  Products  has  no  secret  formula.  But  it's  an  en- 
trepreneurial company  in  a  big-business  industry. 


"Simple."  That's  Leonard  Pool's  favor- 
ite word  these  days.  "These  things 
seem  so  simple  now,"  he  says.  "What 
we've  done  at  Air  Products  isn't  very 
novel."  Maybe  not  novel,  but  certain- 
ly unusual.  In  the  troubled  chemical 
industiy,  which  has  had  an  average 
yearly  earnings  decline  of  5.6%  in  re- 
cent years.  Air  Products  has  turned  in 
average  yearly  gains  of  8.6%  for  the 
period— part  of  a  ten-year  upward 
sweep  in  earnings.  Not  spectacular 
perhaps,  but  in  this  year's  sluggish 
market,  enough  to  push  Air  Products 
stock  up  as  much  as  40%. 

But  Chairman  and  Chief  Executive 
Leonard  Pool  really  means  it  when 
he  says  that  what  he  did  at  Air 
Products  was  simple.  There  were  no 
spectacular  mergers.  No  mighty  tech- 
nological breakthroughs.  Just  sensi- 
ble, hard-slogging  good  management. 
It  was  enough  to  enable  Air  Products 
to  buck  such  far  bigger  and  better  fi- 
nanced firms  as  the  Linde  division  of 
Union  Carbide,  Airco  and  Chemetron. 

Leonard  Pool  and  his  brother 
George,  who  is  four  years  younger, 
started  with  a  mundane  but  efi^ective 
cost-cutting  idea.  After  1 1  years  in  the 
industrial  gas  trade.  Pool  knew  only 
too  well  how  expensive  it  was  to  truck 
liquid  or  compressed  gas  (which  is 
used,  for  example,  in  the  steel  indus- 
try's basic  oxygen  furnaces).  If  you 
could  somehow  trim  that  shipping 
cost,  you  might  be  able  to  ofl^er  the 
stuff  at  a  lower  price  and  steal  some 
customers  away  from  the  big  boys. 
Simple!  "We  proposed  to  produce 
oxygen  at  the  point  of  consumption 
and  convey  it  by  pipeline,"  says  Pool. 

Now  some  men  would  have  stopped 
there.  A  good  idea,  perhaps,  but  how 
on  earth  could  you  raise  the  money  to 
build  the  plant?  Pool  took  a  look  at 
other  industries.  Simple.  "Look  how 
the  shipping  industry  handles  ship 
charters,"  he  says.  "We  went  after 
long-term  contracts  that  had  the  prob- 
ability of  assuring  a  steady  flow  of 
revenues  and  then  borrowed  against 
them  to  build  the  plant."  If  your  own 
credit  isn't  worth  much  more  than  a 
u.sed  oxygen  tank,  then  use  your  ctis- 
tomer's  credit.  Among  the  customers 
whose  credit  he  used  were  major  steel 
companies  like  Bethlehem,  U.S.  Steel 
and  Jones  &  Laughlin. 

Hungry  for  business,  the  Pool 
brothers  next  devised  a  marketing 
technique  called  "doorstepping."  That 
wasn't  exactly  novel  either.  "Hard  sell 
is  all  it  is,"  says  Pool.  "My  brother 
Geoige  is  the  original  doorstepper.  Be- 


Poo/  of  Air  Products 

ing  at  the  door  all  the  time,  just  lit- 
erally being  there,  when  the  customer 
is  about  to  make  a  decision.  That's  the 
key.  God,  we  just  lived  at  Weirton 
Steel  when  we  learned  they  were  in- 
terested in  our  proposition." 

The  Pool  brothers  landed  the  Weir- 
ton contract  in  1947  and  it  was  a  big 
one.  To  keep  the  big  furnaces  sup- 
plied with  oxygen  they  had  to  build 
a  plant  100  times  larger  than  any  oxy- 
gen plant  yet  built.  Knowing  there 
are  great  economies  of  scale  in  air 
separation.  Pool  built  the  Weirton 
plant  considerably  larger  than  neces- 
sary and  went  after  the  local  "mer- 
chant gas"  trade  with  the  excess. 
With  lower  unit  costs,  he  knew  he 
could  undercut  the  market  price  and 
still  make  more  money  than  any  of  his 
competitors. 

Pool  admits  to  price-cutting  in  the 
past  ("All  old  man  may  have  done  a 
lot  of  things  when  he  was  18  he 
doesn't  want  to  rememl)er!"),  but 
claims  he  does  so  no  more.  Competi- 
tors doubt  he  has  mended  his  ways. 
Says  one:  "Whal  Pool  does  is  to  try  to 
find  where  people  have  soft  under- 
l^ellies,  where  he  has  skills.  He  goes 
through  a  hell  of  a  price  situation  as 
we  did  here  until  the  leader  gets  hard- 
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ened  finally,  and  Pool  says,  'Enough.  I 
now  am  big  enough  where  I  stand  to 
gain  more  by  being  a  statesman  in  the 
marketplace.'  He  can  get  a  very  prof- 
itable 25%  before  he  reaches  ac- 
commodation. But  getting  to  the  point 
where  he's  as  much  of  a  factor  as  he  is 
—that's  picking  your  opponents  well." 

Price-cutting  presupposes  a  good 
deal  of  efficiency  in  a  small  competi- 
tor. Says  one  Air  Products  alumnus: 
"Every  one  of  our  65  district  managers 
out  there  selling  products  knew  what 
his  gas  cost  him,  what  his  liquid  cost 
him,  what  his  trucking  cost  him.  So 
when  he  knew  he  had  a  liquid  truck 
coming  into  his  territory,  he  might  take 
a  job  for  maybe  half  the  capacity  of 
the  trailer  at  a  low  price— just  to  cover 
the  cost  of  his  run.  Then  he'd  tiy  to 
drop  off  at  three  other  tanks  at  good 
prices.  So  he  got  a  better  average 
profit  on  his  run  than  an  Airco  man 
who  has  just  been  told  to  go  out 
there  and  get  orders." 

Nof  So  Simple 

Times  have  changed,  of  course, 
since  Leonard  Pool  started  out  with  his 
simple  bag  of  tricks.  Nowadays  the 
tactics  are  growing  more  complex. 
The  less  profitable  chemical  side  of 
Air  Products,  for  example,  now  ac- 
counts for  one-third  of  sales  and  two- 
thirds  of  its  $7-million  research  and 
development  budget.  "We  should  be 
spending  more  there,"  says  Pool. 

Going  after  specialty  chemicals  with 
either  important  proprietary  aspects 
or  small  protected  markets.  Pool 
bought  Aiico's  money-losing  chemi- 
cals and  plastics  business  last  year. 
"You  can  make  a  lot  of  high-priced 
specialty  products  from  these  acety- 
litic  chemicals,  which  they  were  just 
ignoring,"  he  says.  "And  they  had  a 
thing  about  blow-molding  bottles  out 
of  this  specialty  PVC  they  had.  That's 
the  wrong  market,  they  should  have 
proceeded  on  a  broader  front."  Mean- 
while, largely  by  slashing  personnel 
costs  and  installing  better  financial 
controls.  Air  Products  was  making 
money  on  Airco's  chemical  business 
from  the  day  they  took  it  over. 

Can  Ail-  Products  maintain  its  pres- 
ent growth  rate  with  an  ever-larger 
base  and  in  ever-more  diverse  fields? 
Leonard  Pool  is  confident  that  it  can. 
"Why,  if  just  a  small  percentage  of 
the  proposed  synthetic  natural  gas 
plants  comes  into  being  in  a  few  years, 
gas  demand  will  soar,"  he  says.  It  re- 
mains to  be  seen,  however,  whether 
the  Pool  brothers,  both  past  normal 
retirement  age,  will  have  the  wisdom 
to  know  when  to  hand  over  the  reins 
to  younger  management.  Otherwise, 
the  very  brand  of  personal  manage- 
ment that  made  Air  Products  suc- 
cessful could  prove  its  undoing.  ■ 


In  Omaha-Southeast  Nebraska 
you're  in  the  "Middle  of  Everywhere" 


power 


M 


ienerate  low  cost  industrial  eU 
power,  but  we  pamper  our  customers.  We  get  involved  in 
their  day-to-day  business  so  that  we  can  fulfill  their  elec- 
tric needs  better. 

We  work  hard  to  keep  the  power  on.  We  have  an 
abundant  supply  of  electricity.  And  we  try  to  meet  the 
changing  needs  of  all  of  our  customers.  Also,  our  power 
resources  are  growing  with  both  nuclear  and  conven- 
tional expansion  scheduled  through  1990. 

Join  us  here  in  the  middle  where  you'll  be  halfway  to 
market.  We'll  offer  you  plenty  of  space,  superb  transpor- 
tation connections  and  a  staff  of  site  service  specialists. 


OMAHA  PUBLIC  POWER  DISTRICT  "^'^^ 

Area  Development  Department -1623  Harney  Street 
Omaha,  Nebraska  68102  (402)  341-3100  Ext.  292 
Please  send  new  folder:  "Middle  of  Everywhere" 

NAME 

COMPANY  NAME 

ADDRESS 


CITY_ 


I 

I    STATE. 


.ZIP_ 


350,000  Shares 

Planned  Marketing  Associates,  Inc. 


Common  Stock 

(par  value  $1 .00  per  ihare) 


Price  $37.50  Per  Share 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and 
the  business  of  the  Company  may  be  obtained  within  any  State  from 
any  Underwriter  who  may  regularly  distribute  it  within  such  State.  The 
securities  are  offered  only  by  means  of  the  Prospectus,  and  this  announce- 
ment is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 
BIyth  Eastman  Dillon  &  Co.        duPont  Glore  Forgan        Kidder,  Peabody  &  Co. 

Incorporated  Incorporated  Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.     Piper,  Jaffray  &  Hopwood     Reynolds  Securities  Inc. 

September  1,1972  Incorporated 
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"some  of  my 
best  ideas 
come  from  ads- 
like  our  new 
check  cashing 
id  system 
as  simple  as 
a  polaroid  land 
camera:* 


G.  A.  MORTIMER 

PRESIDENT 

AMERICAN  BILLING  CORPORATION 


"/  read  ads  for  ideas.  I'll  give  you 
an  example. 

To  further  enhance  our  ABC 
Billing  Systems,  American  Billing 
Corporation  has  been  developing 
check  cashing  ID  system. 

We  were  weighing  the  alterna- 
tives, when  I  saw  an  ad  on  the 
Polaroid  ID-3  System.  It  produces 
a  finished  card  with  full-color 
picture  and  data  on  a  single  piecS 
of  film.  Bonded  in  plastic.  And  all  i 
takes  is  two  minutes. 

The  ad  was  enough  to  whet  our 
curiosity,  and  motivate  a  phone 
call  to  Polaroid  in  Massachusetts 
arrange  for  a  demonstration  at 
our  Denver  offices. 

The  Polaroid  ID-3  Identificatior 
System  is  now  an  integrat  part  of 
our  check  cashing  system. 

I'll  admit  I  read  ads.  Some  of  m 
best  ideas  come  from  them." 


Business  advertising  works. 

Business  people  prove  it. 

And  so  does  recent  research, 
like  the  Morrill  Study.  Based  on  ir 
terviews  with  40,000  'brand  de- 
ciders', the  study  shows  that  sha 
of  market  goes  up  when  sales 
calls  are  supported  by  advertisin 
and  selling  expense  as  a  percen 
of  sales  goes  down. 

For  more  information  on  the 
Morrill  Study,  contact  a  sales  off 
of  any  of  the  publications  below. 


U.S.News  *r^^t"^ 


BusinessWeek 


Forbes 


Fortune 


Newsweek 

Make  a  regular 

appointment  witl| 

management. 


Faces  Behind  the  Figures 


Salesman 

Harold  J.  Richards,  47,  is  an  ag- 
gressive, blunt,  quick-talking  man 
out  to  make  a  sale  to  anyone  he 
meets.  He's  the  founder-boss  of  Fi- 
delity Corp.  of  Virginia,  an  insur- 
ance holding  company.  "I  started 
out  in  1954  with  $420,000,"  he 
notes  proudly.  "Today,  our  insur- 
ance assets  are  $600  million.  And 
we're  still  growing  fast." 

Fast  indeed.  Earlier  this  year, 
Fidelity  acquired  Studley,  Shu- 
pert,  a  Boston  investment  counsel- 
or with  $500  million  under  man- 
agement. It  plans  using  it  to  exploit 
the  minicounselor  field.  "There's  a 
vacuum  in  money  management 
for  the  person  with  $10,000  to 
$100,000,"  Richards  says. 

Richards  also  has  a  deal  to  ac- 
quire H.  Hentz,  an  old-line  broker- 
age firm— providing  the  New  York 
Stock  Exchange  makes  it  easier  for 


institutions  to  own  member  firms. 

Fidelity  already  sells  all  kinds  of 
insurance  using  both  salesmen  and 
direct  mail.  It  also  is  big  in  savings 
&  loans  in  Ohio  and  plans  more  ac- 
quisitions in  the  field. 

Aside  from  the  hectic  pace,  what 
is  Richards  doing  that  is  different? 
He  has  a  fast  answer:  "Cross-sell- 
ing. We're  taking  full  advantage 
of  one  another's  clients  and  con- 
tacts. We  have  on  all  of 
our  boards  100  prominent  busi- 
nessmen throughout  the  world.  All 
of  these  people  have  friends, 
acquaintances,  clients." 

Don't  other  financial  companies 
do  the  same  thing? 

"Not  to  the  same  degree." 

Listening  to  Harold  Richards  is 
like  listening  to  certain  conglomer- 
ators  of  only  the  other  year.  Will 
he  share  some  of  their  fates?  You 
know  what  his  answer  to  that 
would  be.   ■ 


Richards  of  fidelity  Corp. 


Mr.  Metric 

"It's  funny,"  says  Louis  E.  Bar- 
brow.  "All  this  debate  over  the  U.S. 
converting  to  the  metric  system 
when  metric  has  been  the  official 
standard  for  length  and  mass  for 
this  country  since  1893."  As  co- 
ordinator for  metric  activities  for 
the  Federal  Govemment's  National 
Bureau  of  Standards,  Barbrow's 
job  is  to  smooth  the  way  for  what 
he  considers  the  inevitable  change- 
over from  the  so-called  "English 
system"  of  inches  and  pounds. 
Even  the  English  ha\e  been  in  the 
process  of  abandoning  the  English 
system  since  last  year.  Canada  and 
Australia  have  already  made  the 
change,  leaving  the  U.S.  just  about 
the  only  major  adherent. 

The  result  is  that  many  American 
manufacturers  are  already  begin- 
ning to  shift  to  metric,  among  them: 
the  Big  Three  automakers,  IBM, 
Timken  Roller  Bearing  Co.  The 
motive  is 'simple  profit.  An  NBS  sur- 
vey of  150  major  U.S.  export  manu- 
facturers indicated  that  if  each  had 
already  gone  metric  by  1970,  their 
sales  abroad  would  have  increased 
by  $600  million  a  year  by  1975. 

Congress  has  debated  metrication 
ever  since  1821.  In  August  a  bill 
sponsored  by  Senator  Claiborne  Pell 
(Dem.,  R.I.)  passed  the  Senate 
without  opposition,  and  the  House 
will  consider  the  measure  when 
Congress  convenes  in  January. 


"The  question  is  not  how  much 
metrication  is  going  to  cost  us  if 
we  do  it,  but  how  much  we  will 
spend  haphazardly  and  wastefully 
by  not  planning  for  an  orderly  con- 
version," Barbrow  says.  The  Pell  bill 
would  set  up  a  conversion  board  to 
plan  a  gradual  program  of  change 
"to  make  the  metric  system  the  pre- 
dominant system  of  weights  and 
measures  within  ten  years"  and  to 
give  the  public  help  and  advice  on 
how  to  make  the  change. 

"We're  talking  about  two  kinds 
•of  changeovers— 'hard  and  soft' 
changes.  A  soft  change  is  the  sim- 
ple change  in  nomenclature— from 
inches  to  centimeters.  A  hard 
change  is  an  actual  change  of  a  de- 
sign—of its  size— to  make  its  calcu- 
lation more  convenient  metrically— 
the  change  of  a  screw  that  is  half  an 
inch  long  to  one  that  is  a  centimeter 
long.  These  changes  can  be  made 
as  you  go  along.  A  car's  components 
are  practically  all  designed  anew 
over  a  12-year  period  anyway.  At 
IBM,  they  are  going  to  keep  old 
products— the  half-inch  magnetic 
tape  or  the  7%  by  3)*  inch  punch 
card— on  inch  measurement  and 
make  a  soft  change.  But  new  items 
will  be  built  to  metric  standards." 

The  heat  is  on  American  ex- 
porters, Barbrow  says,  to  make 
the  switch  as  soon  and  as  com- 
pletely as  possible.  The  Common 
Market  is  evolving  certification 
plans    that    will    set    international 


standards,  and  there  will  be  lab- 
oratories and  other  facilities  that 
will  certify  products  for  use  there 
on  everything  from  screws  and  fas- 
teners to  metal  tolerances.  "It's  a 
natural  part  of  their  commercial 
unification,"  Barbrow  warns.  "The 
businessmen  I  talk  to  know  we  are 
going  to  have  to  get  into  that  ball 
game  now  with  hard  changes  if  we 
want  our  products  to  compete  in 
those  markets."  ■ 


Barbrow  of  Bureau  of  Standards 
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Faces  Behind  the  Figures 


Voice  of  Reason? 

Ex'ER  SINCE  Jersey  Standard  trans- 
ferred Robert  N.  Dolph,  47,  to  Ca- 
racas, Venezuela  to  hold  the  line  at 
its  big  Creole  Petroleum  subsidiar>', 
the  line  has  needed  holding.  Presi- 
dent Raphael  Calder's  Christian  So- 
cialist regime  1 )  passed  the  Hydro- 
carbons Reversion  Act  defining  in 
ominously  vague  terms  what  Cre- 
ole assets  will  revert  to  the  State  in 
1984  without  compensation,  2) 
passed  a  law  enabling  it  to  take 
over  existing  natural  gas  proper- 
ties, 3)  issued  a  decree  requiring 
government  approval  of  all  Creole 
exploration,  sales,  production  and 
investment  programs  and  4)  may 
soon  join  other  OPEC  nations  in 
demanding  a  20%  equity  position  in 
all  foreign  oil  company  subsidi- 
aries. "It's  been  a  very  eventful  year 
for  us,"  says  Dolph.  "I'm  in  a  mood 
to  hear  some  good  news!" 

Though  Creole  is  the  source  of 
7%  of  Jersey's  $20-billion  sales,  13% 
of  its  $1.5-billion  gross  income, 
Dolph 's  response  as  Creole  presi- 


dent has  been  to  appeal  to  reason 
rather  than  apply  economic  pres- 
sure. Creole's  capital  spending  has 
continued  unabated— at  $126  mil- 
lion—and it  is  prepared  to  bid  on 
any  "geologically  interesting"  new 
areas,  given  an  economically  attrac- 
tive tax  package. 

Dolph  has  challenged  the  Hy- 
drocarbons Reversion  Act  in  court, 
but  his  chief  argument  against  ex- 
propriation is  pragmatic.  "We  pro- 
duce about  42%  of  Venezuela's 
oil,"  he  says,  "and  most  of  it  is  ex- 
ported. They  need  our  marketing." 
But  couldn't  Venezuela  buy  mar- 
keting? Dolph  doubts  it.  Libya,  he 
says,  has  marketed  none  of  the  oil 
from  the  nationalized  holdings  of 
British  Petroleum. 

And  Venezuela  needs  Creole's 
management  skill,  says  Dolph.  Look 
at  how  Venezuela's  petrochemical 
industry  has  stagnated  under  na- 
tionalization. And  since  only  the 
state-owned  oil  company  can  ex- 
plore outside  of  existing  conces- 
sions, no  significant  exploration  is 
going  on.  Neither  is  the  technolog- 


Ik 

Dolph  of  Creole 


icai  research  needed  to  tap  Vene- 
zuela's vast  tar  sands.  Time,  he 
warns,  is  running  out.  At  current 
production  rates,  its  reserves  will 
last  only  ten  or  11  more  years. 

To  Dolph,  it  would  be  irrational 
to  boot  Creole  Petroleum  out  of 
the  country  in  1984.  Now,  if  only 
politicians  were  primarily  moved 
by  reason. ..." 


The  Case  of  the  Ailing  Bride 

Sir  Reay  Geddes  is  the  chairman 
of  Britain's  Dunlop  Rubber  Co. 
(sales  $1.4  billion).  Leopoldo  Pi- 
relli is  chairman  (his  grandfather 
was  the  founder)  of  the  Italian-Swiss 
Pirelli  Group  (sales  $1  billion).  In 
the  manner  of  a  19th  century  royal 
maiTiage,  these  two  tire  and  rub- 
ber firms  arranged  a  coming-to- 
gether of  the  two  companies.  It  was 
a  union,  not  a  merger;  each  compa- 
ny became  a  strong  minority  (40% 
to  49% )  stockholder  in  the  other. 
And  it  was  not  a  love  match  as 


Pirelli  of  Pirelli 


much  as  one  based  on  worldwide 
balance-of-power  considerations. 
Dunlop  was  already  powerful  in 
Britain  and  the  former  British  Em- 
pire. Pirelli  was  already  strong  in 
Italy  and  in  other  Latin  areas.  South 
America  and  the  Mediterranean. 
The  union  would  turn  two  region- 
ally strong  companies  into  a  glo- 
bally formidable  one,  better  able 
to  compete  with  Firestone  and 
Goodyear.  Both  the  British  and 
Italian  governments  murmured 
their  approval. 

The  union  was  duly  celebrated, 
but  there  was  no  honeymoon.  Ita- 

Geddes  of  Dunlop 


ly  was  hit  by  political  turmoil  and 
a  recession  last  year  and  this  year. 
Pirelli  sank  $25  million  into  the 
red  last  year.  "What  a  pity,"  com- 
mented Leopoldo  Pirelli.  "The 
bride  was  taken  ill  on  the  wedding 
night."  Meanwhile,  Dunlop  was 
flourishing,  its  net  pretax  profits 
rising  from  $75  million  to  $95  mil- 
lion. Alarmed,  Dunlop's  Geddes 
asked  for— and  got— a  revision  of 
the  terms  of  union:  Dunlop  would 
not  have  to  share  in  any  Pirelli 
losses,  but  it  would  eventually 
share  in  any  profits,  once  the  losses 
were  made  up. 

But  the  union  remains  intact. 
One  Dunlop  executive  sums  up  the 
situation  this  way:  "We  think  there 
are  four  parts  to  the  union:  Pirelli 
in  Europe,  Dunlop  in  Europe,  Pi- 
relli outside  Europe,  and  Dunlop 
outside  Europe.  Three  of  these 
parts  have  done  very  well  indeed, 
and  it  was  only  one  leg  of  the  four 
[PirelH  in  Europe]  that  caused  the 
problem." 

Yet  as  stockholders  watch  and 
wait,  in  what  can  only  l)e  de- 
scribed as  the  pregnant  pause  Ix'- 
tween  promise  and  profits  from 
this  new  union,  one  is  reminded  of 
that  old  multinational  proverb: 
Family  car  proceeds  slowly,  if  at 
all,  when  one  tire  is  flat.  ■ 
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Censumerism 


You  won't  find  it  in  any 

dictionary. 

Not  yet. 

But  for  businessmen  — it  could 
well  become  one  of  the  most  meaning- 
ful words  in  the  marketing  lexicon. 

Prosumerism 
Means  Pro-Consufnerisin 

To  begin  with,  prosumerism  in- 
volves a  genuine  interest  in  satisfying 
today's  more  sophisticated,  more  skep- 
tical, more  demanding  consumer. 

It  is  a  contemporary  marketing 
philosophy  that  recognizes  consumer- 
ism as  a  new  means  to  gain  a  competi- 
tive advantage  in  the  marketplace  — by 
better  serving  the  consumer. 

In  his  recent  Harvard  Business 
Review  article.  Professor  Philip  Kotler* 
provides  valuable  insight  into  the  op- 
portunities offered  by  consumerism.  He 
points  out  that: 

1 )  Consumerism  was  inevitable 

2)  Consumerism  will  be 
enduring 

3)  Consumerism  will  be 
beneficial 

4)  Consumerism  is 
promarketing 

5)  Consumerism  can  be 
profitable 

A  W^  To  Increase 
Share  Of  Market 

Enlightened  marketers  are  fast 
recognizing  the  value  of  taking  a  posi- 
tive point  of  view  towards  the  new 
needs  and  wants  of  today's  consumers. 

This  prosumerism  is  reflected 
in  more  meaningful  guarantees,  clearly 
spelled  out  and  strongly  backed. 

It  is  reflected  in  the  trend  to 
more  informative  advertising  that  not 
only  sells,  but  clearly  and  honestly  tells 
the  consumer  what  she's  entitled  to 
know  about  the  product  and  its  per- 
formance. 

♦Professor  of  Marketing,  Graduate  School  of 
Management,  Northwestern  University. 


And  it  is  reflected  in  the  way 
products  move  in  the  marketplace. 

Prostiiiierisin 
Is  Pro-Business  Joo 

In  addition  to  serving  the  con- 
sumer, the  prosumerist  movement  does 
much  for  business  in  general,  as  well 
as  the  individual  companies  who  join  it. 

By  reaffirming  the  reliability  of 
the  advertising  message  it  increases  the 
productivity  of  the  advertising  dollar. 

And  by  strengthening  the  con- 
fidence of  the  consumer  at  the  sales 
counter,  it  benefits  the  economy  as  a 
whole. 

Prosumerism.  A  new  word  for 
a  new  era.  And  who  has  better  qualifi- 
cations for  defining  the  next  stage  of 
consumerism  than  Good  Housekeeping 
—the  one  magazine  that  women  have 
relied  on  for  87  years. 

The  Right  CKmate  For 
Prosumerism 

A  growing  number  of  marketers 
are  convinced  that  the  pages  of  Good 
Housekeeping  offer  an  unusual  oppor- 
tunity for  prosumerist  advertising. 
Study  after  study  has  demonstrated  that 
our  magazine  creates  a  climate  which 
inspires  genuine  confidence  among  our 
readers  and  imparts  a  unique  believa- 
bility  to  your  advertising.  There  are 
very  tangible  reasons  why  this  happens. 


Editorial  Environment 

Readers  come  to  Good  House- 
keeping for  facts.  And  they  get  them. 
Year  after  year,  more  editorial  pages 
covering  more  subjects.  Our  8-page 
"The  Better  Way"  section  alone  pro- 
vides more  hard  facts  about  the  busi- 
ness of  living  than  some  magazines  do 
in  an  entire  issue. 

We  deliver  information— much 
of  it  generated  by  the  more  than  100 
people  in  the  Good  Housekeeping  In- 


stitute. Everything  from  new  foods  and 
new  fabrics  to  the  pill  and  pollution. 

Women  use  us  to  live  by— and 
buy  by.  We're  a  big  part  of  their  lives, 
and  we  earned  it— by  making  sure  that 
they  never  lose  confidence  in  what  we 
say. 

AProsumerist 
Advertising  Environment 

Advertisers  share  this  con- 
fidence, because  our  readers  know  that 
we  worry  just  as  much  about  what  our 
advertisers  say  in  our  pages  as  we  do 
about  what  we  say.  And  that  when  a 
product  appears  in  our  magazine  we 
have  satisfied  ourselves  that  it  is  a  good 
one. 

And  in  back  of  every  ad  stands 
the  Good  Housekeeping  Consumers' 
Guaranty  which  plainly  says:  "If  prod- 
uct or  performance  defective  Good 
Housekeeping  guarantees  replacement 
or  refund  to  consumer." 

Join  The 
Prosumenst  Movement 

For  many  marketers  prosumer- 
ism is  merely  a  continuance  and  en- 
largement of  their  present  way  of  doing 
business  — with  an  added  emphasis  on 
telling  consumers  how  they  are  serving 
them. 

For  some  it  ir.  a  whole  different 
way  of  doing  things,  beginning  with  a 
positive  point  of  view  towards  consum- 
erism and  a  genuine  concern  for  the 
consumer. 

For  both  it  is  an  unusual  op- 
portunity to  turn  any  negatives  into 
positives. 

The  time  is  now.  The  place  is 
in  the  pages  of  America's  prosumer 
magazine. 

Good  Housekeeping 

i^Good  Housekeeping'^ 
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Faces  Behind  the  Figures 


Squeeze  Those  Dollars 

James  Bere,  49,  became  top  man 
at  $l.l-billion-sales  Borg-Warner 
Coip.  in  February  when  Robert 
Ingersoll  resigned  to  become  am- 
bassador to  Japan.  Bere  has  a  the- 
oiy  about  how  running  a  compa- 
ny in  the  Seventies  is  diiFerent 
from  running  one  in  the  Sixties. 
"The  corporate  style  of  the  Seven- 
ties will  be  the  profes,sional  man- 
agement of  the  assets  you  have- 
translated  into  earnings."  Translat- 
ed into  simple  language,  Bere  is 
saying  he  will  be  squeezing  harder 
on  the  capital  he  already  has  rath- 
er than  going  out  trying  to  raise 
more. 

Borg-Warner,  like  much  of  U.S. 
industry,  could  use  some  of  this 
kind  of  husbandry.  Between  the 
mid-Sixties  and  last  year  its  sales 
rose  some  40%  while  earnings  per 
share  went  nowhere.  This  in  spite 
of  the  infusion  of  $140  million  in 
borrowed  money  into  a  previously 
almost  debt-free  balance  sheet. 

Bere  has  embarked  on  a  five- 
year  plan  to  spend  $330  million  on 
plant  and  equipment.  In  dollars, 
about  the  same  as  in  the  previ- 
ous five  but  proportionately,  a  good 
deal  less;  building  costs  are  higher 
and  the  corporate  base  is  much 
bigger.  In  keeping  with  his  the- 
ories, Bere  insists  that  most  of 
the  expansion  money  must  come 
from  cash  flow.  Roughly  speaking, 
he  will  permit  only  $1  in  new  bor- 


rowing for  every  $3  in  new  plowed- 
back  earnings;  as  recently  as  1969 
it  was  closer  to  $1  for  $1.  "We  are 
not  going  to  lay  on  debt  to  do  the 
things  that  need  doing,"  he  has  told 
his  managers.  "We  are  going  to 
make  good  use  of  the  capital  we 
have  in  the  company. 

"One  of  the  most  difficult  aspects 
of  managing  a  large  corporation," 
Bere  explains,  "is  to  teach  your 
managers  that  each  of  them  is  an 
entrepreneur.  To  teach  them  to 
handle  capital  outlays  as  though 
it  were  their  own  money.  By  hold- 
ing down  borrowing,  we  hope  to 
teach  our  managers  to  conform 
their  individual  plans  to  our  cor- 
porate goals."  In  this  spirit  he 
pushes  managers  to  get  rid  of  slug- 
gish products  in  order  to  switch 
the  capital  involved  into  more 
profitable  areas. 

Bere  has  set  as  his  goal  $4  a 
share  in  common  stock  earnings  by 
1975-a  60%  gain  over  1971.  He's 
off  to  a  good  start  in  1972  and  has 
an  excellent  chance  of  hitting 
$2.90-an  18%  gain.  He's  not  throw- 
ing his  hat  in  the  air  yet,  though. 
He  points  out  that  -he  got  a  big 
boost  from  the  economy  itself.  Says 
Bere,  "To  say  that  our  uplift  has 
been  an  immediate  reaction  to  our 
plan  would  be  an  overstatement." 
But  he's  encouraged  by  automatic 
transmissions  and  York  air-condi- 
tioning overseas,  both  businesses 
where  international  markets  are 
less  saturated  than  in  the  U.S.   ■ 
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Bere  of  Borg-Warner 


Sereteary  of  RCA 


Gold-Plated  Crying  Towel 

Forbes  wanted  to  know  if  Martin 
Seretean,  48,  was  after  Robert 
Sarnoff's  job  as  chief  executive  of 
the  RCA  Corp.  "Hell,  no,"  Seretean 
shot  back.  "I'm  ricli.  I  live  better 
here  than  Sarnoff  ever  dreamed  of 
living."  And  he  showed  the  re- 
porter around  his  fancy  new  Chat- 
tanooga house,  the  high  point  of 
which  is  a  kidney-shaped  swim- 
ming pool  right  in  the  middle  of 
the  living  room. 

Seretean's  antagonism  toward 
Bob  Sarnoff  stems  from  RCA's  ac- 
quisition of  carpet-making  Coronet 
Industries,  which  Seretean  founded 
in  1956  on  a  shoestring.  The  deal 
brought  Seretean  $50  million  worth 
of  RCA  stock  and  made  him  its 
largest  stockholder:  about  1.4  mil- 
lion shares.  It  also  made  Seretean  a 
director  of  RCA,  but  it  never  gave 


him  much  of  a  voice  in  the  parent 
company's  affairs.  He  continued  to 
make  and  sell  his  rugs.  "I  saw  my- 
self," he  says,  "playing  a  more  im- 
portant role  in  RCA." 

What  really  miffed  liini,  Seretean 
says,  was  RCA's  computer  losses. 
Didn't  he  know  about  them  when 
he  took  the  RCA  stock?  Yes,  he 
says,  but  he  didn't  know  how  bad 
they  were.  "We  made  the  deal  after 
just  seven  hours  of  negotiations." 

Seretean  doesn't  deny  the  merger 
was  good  for  Coronet.  "Without 
RCA's  help,  I  never  would  have 
taken  Coronet  into  Belgium  to  the 
tune  of  $4.8  million."  This  gives 
Coronet  a  toehold  in  Europe. 

As  for  RCA,  Coronet  will  con- 
tribute $9  million  to  net  this  year, 
45%  more  profit  than  it  made  l>e- 
fore  the  merger. 

Seretean  is  unhappy,  but  he's 
very,  very  rich.   ■ 
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Hey  Young  &  Rubicam! 

Some  of  the  most  important  executives  you  know  run  these  companies: 


Allegheny  Ludlum  Industries,  Inc. 

(Jacobsen  Mfg.  Co.) 
Allied  Van  Lines,  Inc. 
American  Bakeries  Company 
American  Brands,  Inc. 

(Duffy-MottCo.,  Inc.) 
American  Can  Co. 
American  District  Telegraph  Co. 
American  Home  Products  Corporation 
American  Telephone  &  Telegraph  Co. 

(New  York  Telephone  Co.) 
Bristol-Myers  Company 
Chrysler  Corporation 
Clorox  Co. 

(Foulds  Macaroni) 
Cluett,  Peabody  &  Co.,  Inc. 
Dictaphone  Corporation  Limited 
Downe  Communications,  Inc. 
Eastern  Air  Lines,  Inc. 
Ethyl  Corporation 
General  Cigar  Co.,  Inc. 
General  Dynamics  Corp. 
General  Electric  Co. 
General  Foods  Corp. 
The  Goodyear  Tire  &  Rubber  Company 


The  Greyhound  Corp. 
(Armour  Food  Co.) 
Gulf  Oil  Corporation 
Howard  Johnson  Co. 
International  Harvester  Company 
Johnson  &  Johnson 
Kaiser  Industries  Corp. 
Lipton,  Thomas  J.,  Inc. 
Minnesota  Mining  &  Manufacturing  Co. 
Nabisco,  Inc. 

National  Distillers  &  Chemical  Corp. 
National  Union  Electric  Corp. 
Norton  Simon,  Inc. 
Parke,  Davis  &  Company 
PepsiCo.,  Inc. 
PPG  Industries,  Inc. 
The  Procter  &  Gamble  Company 
Rheingold  Breweries,  Inc. 
Royal  Crown  Cola  Co. 
Simmons  Company 
Sperry  Rand  Corporation 
Squibb-Beech  Nut 
Time  Incorporated 
Union  Carbide  Corporation 
United  Brands,  Inc. 
U.S.  Plywood— Champion  Papers  Inc. 


And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 

No. 

% 

FORBES 

427 

71.0 

Time 

346 

57.6 

BusinessWeek 

344 

57.2 

Fortune 

316 

52.6 

Newsweek 

193 

32.1 

U.S.  New5.&  World  Report 

170 

28.3 

None  specified 

6 

1.0 

If  you  have  checked  more  than  two  of  the  above 

magazines,  v 

most  thoroughly? 

FORBES 

271 

45.1 

Time 

238 

39.6 

BusinessWeek 

224 

37.3 

Fortune 

151 

25.1 

Newsweek 

96 

16.0 

U.S.  News  &  World  Report 

76 

12.6 

Not  stated 

32 

5.3 

Now  it's  likely  that  all  the  officers  of  these  important  Young  &  Rubicam  clients  receive  all  six  of  these  maga- 
zines regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  execu- 
tives, don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a 
convincing  assortment? 

Forbes  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  capitalist  tool 

*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  April  and 
May  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Young  &  Rubicam  clients 
(or  their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies).  Of  a 
net  mailing  to  876  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and 
comptrollers)  601  or  68.6%  responded. 


The  Funds 


Humble  Success 


A  IN  UP  MARKETS.  B  in  down  mar- 
kets. Only  one  no-load  common- 
stock  mutual  fund  ranked  that  well 
in  the  latest  Forbes  annual  Mutual 
Fund  Survey  {Aug.  15):  Chicago's 
$100-million-assets  Mathers  Fund. 

How  does  58-year-old  Thomas 
Mathers  explain  the  fact  that  his 
fund  has  outperformed  most  spec- 
ulative funds  in  bull  markets  and 
most  defensive  funds  in  bear  mar- 
kets? He  can't.  "We  simply  own  the 
right  stocks  at  the  right  time,"  he 
explains.  But  he  doesn't  really  know 
how  he  does  it. 

A  lot  of  his  success  obviously 
comes  from  his  humility.  He  has  not 
overreached  himself.  Though  his 
fund  has  more  than  doubled  in  size 
in  the  last  two  years,  the  number  of 
stocks  in  its  portfolio  has  stayed 
very  small.  "We  feel  30  stocks  is 
what  we  can  handle,"  says  he.  "We 
want  to  know  as  much  as  we  can 
about  each  one." 

WTiat's  surprising  about  the 
Mathers  Fund's  record  is  that  it 
was  created  without  benefit  of  some 
of  Wall  Street's  most  prestigious 
growth  companies.  Says  Mathers, 
"We  have  always  been  afraid  of 
the  high-glamour  stocks  like  Ko- 
dak, IBM,  Xerox  and  Avon.  Just 
one  bad  quarter,  and  they  can  lose 
30%  to  40%  of  their  market  value." 

Quite  a  few  years  back,  Mathers 
did  plunge  into  McDonald's  and 
Disney  despite  the  fact  that  he  con- 
sidered they  had  high  price/ earn- 
ings ratios.  But  he  didn't  have  the 
courage  to  hold  them  too  long  as 
profits  on  paper  soared  with  even 
higher  P/Es.  He  held  McDonald's 
for  five  years;  Disney  for  three. 

Basically  Mathers'  glamorous  rec- 
ord has  come  from  unglamorous 
securities.  "We  want  modest  P/E 
stocks  oriented  to  nondurable  con- 
sumer goods,"  says  he.  "They  are 


not  the  kind  that  normally  sustain 
big  drops.  Most  of  the  high  P/E 
stocks  we  own  now  had  low  ones 
when  we  bought  them."  He  points 
to  stocks  such  as  Clorox,  Baker  In- 
dustries, Purolator. 

Mathers  also  usually  starts  seUing 
portions  of  his  holdings  in  a  stock 
when  the  price  looks  too  high.  This 
protects  him  against  getting  caught 
in  situations  like  his  fiasco  with 
Liggett  &  Myers,  which  he  says 
"came  unglued  this  summer."  It 
was  his  sharpest  recent  drop  (the 
stock  went  from  65  to  40  in  a  mat- 
ter of  days).  He  claims  it's  very 
hard  to  unload  big  blocks  of  stock 
unless  the  outlook  is  rosy. 

Generally  he  avoids  large  com- 
modity stocks  and  cyclical  stocks, 
or  companies  in  a  business  that  is 
easy  to  enter. 

"We'll  look  at  any  company  in 
any  business  so  long  as  it's  legal," 
he  says.  "Put  simply,  we  buy  rea- 
sonably priced  situations  that  look 
like  they  have  long-term  capital- 
gains  potential  and  hold  until  the 
story  changes  or  the  price  overdis- 
counts  the  prospects." 

With  so  httle  general  investment 
philosophy,  Mathers  still  has  style. 
Basically  he  has  stayed  small  de- 
liberately. There  are  only  five  men 
associated  with  the  firm,  and  one 
is  an  accountant.  The  others— in- 
cluding himself— are  all  research 
people  and  span  the  generation 
gap:  58,  40,  38,  28. 

"We  try  to  stay  away  from  the 
peripheral  things,"  says  Mathers, 
who  delegates  much  of  the  non- 
money  management  functions  to 
Harris  Trust.  "We  work  on  iinest- 
ments.  We  are  diligent.  We  all  have 
experience,  schooling  and  con- 
tacts in  business  and  industiA."  He 
himself  is  a  lawyer  and  a  graduate 
of  Harvard  Business  School. 

The  Mathers  Fund  is  in  a  sense 
only  a  sideline— just  one  of  the 
many  clients  of  his  investment  coun- 


Mathers  of  Mathers  Fund 

seling  firm  that  handles  $400  mil- 
lion in  assets.  He  scoffs  at  the  idea 
of  expansion,  of  bringing  out  a  new 
fund.  "We've  never  had  any  am- 
bition to  a  big  position  in  the  in- 
dustry," says  he.  "We  haven't  tak- 
en any  new  individual  investment 
clients  for  three  years.  We  aren't 
aggressively  seeking  new  accounts. 
We  owe  an  obligation  to  the  peo- 
ple we  work  with  now  not  to  over- 
extend  ourselves." 

Mathers  is  worried  about  the 
future.  "We  are  more  concerned 
about  the  short  term  now  than  we 
have  been  for  some  time.  There  is  a 
huge  federal  deficit  and  no  one  in 
Washington  who  knows  the  ins 
and  outs  is  paying  any  attention 
to  it.  There  is  massive  spending  at 
every  level  in  Government,  and  the 
balance-of-payments  situation  is 
serious  and  probably  relates  to  the 
decline  in  natural  resources.  In  the 
past  the  market  has  looked  at  cor- 
porate earnings.  Now  I'm  afraid 
it  is  looking  at  the  bigger  social  and 
economic  problems  that  will  emerge 
in  1973  and  1974." 

Still,  Mathers  doesn't  know  any- 
tliing  he  can  do  about  that.  So  he's 
going  to  continue  just  looking  at 
those  30  st(K'ks  and  trying  to  hold 
the  right  ones  at  the  right  time. 
He  doesn't  really  think  he  is  smart 
enough  to  do  anything  else. 


The  Swinger  in  the  Cioset 


Venerable  Massachusetts  Inves- 
tors Trust  has  more  than  $2  billion 
in  assets  and  its  companion  Massa- 
chusetts Investors  Growth  Stock 
Fund  has  another  $1.6  billion.  Like 
many  big  funds,  these  two  have 
been  so-so  perfoimers.  MIT  ranked 
D  in  up  markets  in  Forbes'  latest 
Mutual    Fund    Survey    (Aug.    15) 


and  has  averaged  an  annual  growth 
rate  of  just  over  3'/,  excluding  divi- 
dends, over  the  past  decade.  MIC 
has  done  better,  but  it  hasn't  set 
the  world  on  fire;  in  spite  of  its 
emphasis  on  growth  stocks,  it  has 
earned  only  a  B  in  up  markets. 

According    to    an    MIT    spokes- 
man,   the    money    individuals    gel 


from  llif  funds  is  not  a  matter  of 
public  record.  Our  Washington 
liurcau  found  the  figures  at  the 
Securities  &  Ivxchange  Commission. 
They  show  that  the  men  wlio  run 
the  Massachusetts  funds  make  huge 
gobs  of  money.  The  top  seven 
(lircclors  of  MFS  earned  a  grand 
total  of  $2.3  million  last  year, 
about  $330,000  on  awrage.  'I'hal's 
on  (tvvragc.  ('Iiaiiiiiau  William  B. 
Moses  and  President  John  L.  Coo- 
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Which  of  these  cities 
provides  the  most 
police  protection? 


>M'.)b>  ^ 


Boston 


New  York 


Philadelphia 


Chicago 


br.  Louis 


San  i-rancisco 


Angeles 


Measure  protection  quantita- 
tively and  the  winner  is  Boston. 
Among  these  cities,  it  has  the 
largest  number  of  police  per 
thousand  people. 

But  don't  relax  too  much, 
even  in  Boston. 

Despite  recent  declines, 
total  reported  crime  in  all 
seven  cities  is  substantially 
higher  than  five  years  ago.  * 

There's  a  CBS  Owned  AM 
radio  station  in  each  of  these 
cities.  Where  sixty  million 
people  live,  as  we  do,  in  daily 
proximity  to  crime  and  com- 
munity tension.  And  where 
the  quality  of  police  protec- 
tion has  to  be  at  least  as 
important  as  the  quantity. 

So  we  provide  a  needed  con- 
tinuing examination  of  police 
work.  The  good  news  as  well 
as  the  bad. 

In  early  1972  New  York's 
WCBS  Newsradio  did  a  week 
of  special  reports  on  a  new 
Anti-Crime  Unit.  Last  year, 
people  turned  to  WCBS  for 
extensive  coverage  of  the 
Knapp  Commission  hearings. 

Philadelphians  use  a  weekly 
forum  on  'WCAU  to  discuss 
crime  and  punishment  with 
local  judges.  KMOX  St.  Louis 
brings  police  and  teenaged 
boys  closer  together  in  an 
annual  Law  Enforcement 
Seminar. 

Trying  to  further  citizen/ 
police  understanding  today 
is  vital. 

But  it's  just  one  part  of  our 
responsibility.  Which  is  to  keep 
people  in  touch  with  all  the 
events  around  the  corner  and 
the  globe  that  can  affect 
their  lives. 

So  they'll  feel  a  little  less  in 
the  dark  about  this  challenging 
world. 

The  CBS  Owned 
AM  Stations 

We  feel  responsible  to  over 
60  million  people. 

>X^EI  Newsradio  59.  Boston 
WCBS  Newsradio  88,  New  York 
WCAU  Radio  121,  Philadelphia 
WBBM  Newsradio  78,  Chicago 
KMOX  1120,  St.  Louis 
KCBS  Newsradio  74,  San  Francisco 
KNX  Newsradio  1070,  Los  Angeles 
Represented  by  CBS  Radio  Spot  Sales 


•Laicsc  reported  crime  figures  (  first  quarter  \T2)  show  .1  dcvline  for  six  of  ihcsc  seven 
ciiies  when  compared  to  first  i)u.irter  19"  I  results.  However,  full  year  19"  I  fij-urcs  are 
substantially  higher  than  data  reported  five  years  ago  (  1966 ) .  Similar  results  are 
obtained  w  hen  crime  rates  ( reported  crimes  per  thousand  people )  are  compared. 

Source;  Based  on  data  from  the  Federal  Bureau  of  Investigation  and  the  Bureau  of  the 
Census,  U.S.  Department  of  Commerce. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  V^ 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  92-PAGE  CATALOG 

EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 


NAME  .  .  . 
ADDRESS 


ZIP 


Spend  a  few 

uncomfortable  moments 

with  your  doctor 

on  your  40th  birthday 

and  on  your  41st 

&  42nd  and  so  on 

happily  ever  after. 


It's  a  heck  of  a  way  to 
spend  your  birthday: 
having  a  proctoscope 
examination. 

But  the  procto  is  the 
best  way  your  doctor  has 
of  looking  at  your  insides. 
And  if  you're  40  or  over, 
it's  as  important  to  exam- 
ine your  colon  and  rectum 
as  it  is  to  examine  your 
heart  and  lungs. 

The  proctoscope  will 
reveal  anything  suspi- 
cious. And  the  sooner  it's 
spotted,  the  better  the 
chances  are  for  correct- 
ing it. 

Have  a  procto  exam. 

Don't  be  afraid.  It's 
what  you  don't  know  that 
can  hurt  you. 

^American  Cancer  Society 

THIS  SPACE  CONTRIBUTED  BY  THE  PUBLISHER 


The  Funds 


per  each  drew  $518,000  and  some 
change— plus  $73,000  apiece  in  re- 
tirement payments.  In  all  of  U.S. 
industiy,  about  the  only  man  who 
beat  this  pair  was  ITT's  Harold 
Geneen.  Lowest  paid  among  the 
seven  is  H.  Alden  Johnson  Jr.,  who 
weighed  in  at  $132,275  plus 
$18,071  for  retirement. 

Actually,  the  gentlemen  from 
Massachusetts  Financial  Sei"vices 
run  three  other  quite  new  funds 
besides  the  old-timers,  MIT  and 
MIG.  Because  of  Merrill  Lynch  un- 
denvritings,  two  of  the  three— one 
is  less  than  a  year  old,  the  other 
less  than  two— are  already  big.  The 
two  are  Massachusetts  Financial 
Development  Fund  and  Massachu- 
setts Income  Development  Fund; 
their  combined  assets  are  around 
$500  million.  But  unbeknownst  to 
most  investors,  there  is  a  fifth  MFS 
fund.  It  is  called  Massachusetts 
Capital  Development  Fund. 

MCDF  has  been  a  real  swinger. 


In  the  12  months  ended  June  30,  its 
net  asset  value  jumped  30%.  There's 
nothing  conservative  about  it.  Its 
turnover  rate  has  been  85%.  It  buys 
stocks  like  Community  Psychiatric 
Centers  and  Sea  World. 

The  swinger  is  the  only  fund  that 
hasn't  gotten  big.  MCDF's  assets 
5s  of  June  30  were  just  $11  miUion. 
"We  don't  publicize  this  fund  at 
all,"  its  president,  H.  Alden  John- 
son Jr.,  said. 

Why  are  they  hiding  their  star 
in  a  closet?  "We  feel,"  said  John- 
son, "that  much  of  the  indus- 
try's redemption  problem  came  be- 
cause the  go-go  funds  were  pro- 
moted to  people  who  bought  them 
with,  unrealistic  expectations.  This 
is  a  dangerous  area." 

There's  an  interesting  paradox 
here.  Apparently,  if  you  want  real 
performance  you  go  to  a  smallish 
fund.  But  for  fund  managers  them- 
selves, the  big  money  comes  from 
size  rather  than  from  performance. 


0-  T-C  Funds 


First  there  were  letter  stock  funds, 
duo  funds  and  venture  capital 
funds.  Now  here  is  a  closed- 
end  fund  that  will  specialize  only 
in  over-the-counter  stocks.  The 
name:  Keystone  OTC  Fund,  with 
$21  million  in  assets,  the  newest 
of  the  Boston-based  Keystone 
Custodian  Funds. 

One  open-end  fund  specializing 
in  over-the-counter  securities  has 
monopolized  the  market  for  16 
years,  smallish  Over-The-Counter 
Securities  Fund,  with  only  $7.5 
million  in  assets.  While  its  invest- 
ment results  have  been  excellent, 
its  total  assets  have  remained  small 
by  mutual  fund  standards. 

There  has  never  been  much  de- 
mand for  O-T-C  funds,  partly  be- 
cause they  are  inherently  highly 
speculative  and  partly  because  the 
O-T-C  market  is  so  vast  and  un- 
charted. Two  new  developments 
may  have  changed  that,  says  Er- 
nest E.  Martin,  a  Keystone  vice 
president,  who  is  heading  the  new 
fund.  The  first  is  the  advent  of 
NASDAQ  (National  As.sociation  of 
Security  Dealers  Automated  Quota- 
tions), which  has  broadened  the 
markets  for  over-the-counter  stocks 
and  made  prices  more  realistic.  "You 
used  to  see  this  morning's  pink 
sheets  with  over-the-counter  prices 


that  held  yesterday.  But  not  to- 
day," says  he.  "Now  prices  are 
more  plausible." 

The  second  development  has 
been  Martin's  own  experience  with 
the  over-the-counter  market.  Mar- 
tin managed  Keystone's  $850-mil- 
lion  S-4  Fund.  "The  O-T-C  stocks  in 
the  fund  over  the  years  sharply  out- 
performed the  rest  of  S-4's  port- 
folio of  listed  stocks  and  S-4  has 
been  Keystone's  best  performer," 
says  he. 

Martin  naturally  expects  his  new 
OTC  Fund  to  be  a  superb  per- 
former, hut  he  admits  it's  only  for 
those  with  a  stomach  for  the  vio- 
lent swings  characteristic  of  over- 
the-counter  stocks.  Fair  enough. 
Originally  Martin  had  hoped  to 
get  $40  million  or  more,  but  in 
mid-July  he  had  to  settle  for  half 
of  that.  Says  he,  "We  are  still  com- 
peting with  bond  funds  and  in- 
come funds."  Martin  figures  a  con- 
.servative  period  is  the  time  to  bring 
this  fund  out,  hefore  a  new  specu- 
lative fever  engulfs  the  over-the- 
counter  market  and  distorts  values. 
Then  he  reckons  many  others  will 
jump  in  late  in  the  game  and  this 
will  give  a  better  market  for  the 
original  stocks  he  buys. 

And  maybe  it  will.  At  this  point, 
however,  it  remains  to  be  proved 
that  there  really  is  a  big  market 
for  an  ultraspcculative  over-the- 
counter  fund.  ■ 
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What  do  you  know  about 
your  stocks  right  now? 


Some  may  have  gone  up  in  price 
since  you  bought  them.  Should  you  hold 
them  for  further  gains  or  is  this  a  good 
time  to  take  your  profits?  Some  may  have 
gone  down.  Are  they  in  for  further  de- 
terioration or  major  recovery?  Some  may 
have  gone  "nowhere".  What  should  you 
do  about  them? 

What  about  the  earnings  prospects 
of  your  stocks?  And  what  about  the  latest 
changes  in  the  stock  market  as  a  whole? 
How  do  they  affect  your  particular 
holdings? 

Whether  your  source  of  investment 
guidance  is  an  advisory  service,  a  broker, 
or  your  own  investigation— the  chances 
are  that  you  knew  considerably  more 
about  your  stocks  at  the  time  of  pur- 
chase than  you  do  currently. 

This  is  not  as  it  should  be.  You  need 
to  be  kept  continually  up-to-date  on  your 
stocks,  so  that  your  decisions  to  continue 
holding,  to  buy  more,  or  to  sell  are  at 
least  as  well  founded  as  your  original 
decisions  to  buy.  This  applies  no  matter 
how  few  or  how  many  stocks  you  own. 

Value  Line  covers  more  than 
1400  stocks 

...  not  now-and-then  but  regularly 
and  systematically.  These  1400— which 
encompass  virtually  all  active  stocks  on 
the  New  York  Exchange  plus  hundreds 
of  leading  issues  traded  on  the  American 
Stock  Exchange  and  Over-the-Counter— 
account  for  the  vast  preponderance  of 
the  dollar  value  of  all  shares  traded  in 
U.S.  securities  markets.  The  Value  Line 
can  bring  you  up-to-date  continually— 
and  keep  you  up-to-date  continually— on 
any  or  all  of  them  that  interest  you. 

Value  Line  rates  all 
1400  stocks  Every  Week 

...  in  pur  24-page  weekly  Summary 
of  Advices.  The  1400  stocks  are  listed 
alphabetically,  showing  how  each  is  cur- 
rently rated  on  four  specific  factors:  (a) 
Probable  Relative  Market  Performance 
in  the  Next  12  Months,  (b)  Relative  Ap- 
preciation Potentiality  in  the  Next  12 
Months,  (c)  Relative  Estimated  Yield  in 
the  Next  12  Months,  and  (d)  Relative 
Safety. 

On  each  of  these  four  counts,  each 
stock  is  numerically  rated  from  1  (High- 
est) down  to  5  (Lowest)— so  you  can  tell 
at  a  glance  where  each  stock  stands,  in 
the  entire  1400-stock  spectrum,  on  the 


investment  factors  of  special  importance 
to  you. 

Value  Line  gives  you 
comprehensive  analyses 
of  over  1400  stocks 

.  .  .  each  one  the  subject  of  a  fact- 
filled  full-page  report  every  13  weeks 
(four  times  a  year).  Each  full-page  report 
presents  a  wealth  of  statistical  data  on 
the  company  and  its  stock,  with  updated 
projections  of  future  results,  plus  a  con- 
cise summary  of  the  latest  salient  de- 
velopments of  investment  significance. 

Each  week  we  issue  more  than  100 
such  reports.  All  1400  stocks  under 
survey  are  covered  this  way  during  a  13- 
week  cycle— in  regular  rotation  by  indus- 
try group.  Arnd  the  overall  industry 
groups  themselves  are  concurrently  ana- 
lyzed in  depth. 

All  told,  therefore,  Value  Line  gives 
you  full-page  reports  on  each  of  over 
1400  stocks  every  13  v/eeks,  and  up- 
dated ratings  of  each  of  over  1400  stocks 
every  single  week. 

NOTE:  The  Value  Line  ratings  of 
more  than  1400  stocks  are  not  infallible. 
But,  over  the  years,  such  a  large  percent- 
age have  actually  performed  in  ac- 
cordance with  their  ratings  that  the 
probabilities  stand  strongly  in  favor  of 
the  investor  who  systematically  lines  up 
his  stock  investments  with  the  Value  Line 
ratings. 

Value  Line  gives  you 
specific  recommendations 

Each  week  the  8-page  Selection  & 
Opinion  section  of  the  Value  Line  Survey 
presents  a  detailed  recommendation  of 
a  new  Especially  Recommended  Stock 
(three  a  month)  or  Special  Situation  (one 
a  month). 


Here,  too,  you  receive  continual  fol- 
/owap— so  that  you  are  never  in  doubt 
about  our  current  evaluation  of  a  recom- 
mended stock  you  may  have  purchased. 

NOW,  COMPARE 

Do  you  get  this  kind  of  assistance 
from  your  present  sources  of  investment 
guidance?  Compare  what  you  look  for 
with  what  you  actually  get.  If  the  com- 
parison leaves  you  less  than  fully  satis- 
fied, then  we  believe  The  Value  Line 
Investment  Survey  may  have  the  answer 
for  you. 

If  you  think  the  Value  Line  Survey 
may  give  you  more  and  better  invest- 
ment service— may  do  a  superior  job  of 
helping  you  build  and  protect  your  capi- 
tal—then act  now  on  that  possibility  and 
see  for  yourself  if  it  proves  true. 

1 3  weeks  of  Value  Line  for  $25. 

(REGULARLY  $49) 

The  coupon  below  will  permit  you  to 
put  The  Value  Line  Investment  Survey  to 
the  test  at  the  special  13-week  introduc- 
tory rate  of  only  $25.  You  save  almost 
half  the  regular  $49  fee. 

Plus  this  1800-page  Bonus 

Under  this  special  trial  offer  you 
will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks 
covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring 
binders.  This  Value  Line  Reference  Serv- 
ice, which  alone  sells  for  $25,  will  be 
yours  at  no  extra  charge  under  this  offer. 

If,  for  any  reason.  Value  Line  should 
fail  to  come  up  to  your  expectations,  re- 
turn the  material  within  30  days  and  your 
money  will  be  refunded  in  full  and 
promptly.  And  remember,  your  fee  is 
fully  tax-deductible. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

Y-1615-K 
Signature 


n  Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $25.  As  a  bonus  at    Name  (please  print) 
no  extra  cost,  I  will  also  receive  The  Inves- 
tors Reference  Service.  I  have  enclosed  my    Address 

$25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and. 
is  available  only  once  to  any  subscriber. 
n  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service  for 
$189. 

□  Payment  enclosed        n  Bill  me  for  $189 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax.  For- 
eign rates  available  on  request.  (No  assignment  of  this 
agreement  will  be  made  without  subscriber's  consent.) 


NOT  A  NEW  ISSUE 


1,150,000  Shares 


Whirlpool  Corporation 


Common  Stock 

(par  value  $1  per  share) 


Price  $33,125  Per  Share 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  tie  obtained  witfun  any  State  from  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  tftis  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 
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Composed  of  the  followmg: 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  \^olume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  mventories) 

•  How  intensively  are  we  building'  (Dept.  o1 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


JUNE 112^ 

JULY  113^ 

AUG 115.2 

SEPT 116.2 

OCT 116.2 

NOV 117.7 

DEC 118.0 

JAN 119.0 

FEB 121.1 

MAR 123.3 

APR 123.8 

MAY  125,2 

JUNE  125.3 

JULY(Prel.)    125.8 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


Election  Year  Myths 


If  you  want  to  do  something  unpop- 
ular, try  to  discourage   a   myth— any 
myth.  The  financial  community  is  fulL 
of  them,  like  the  mystique  about  1000 
for  the  Dow  Jones  industrials. 

The  perennial  myth,  however,  is 
that  politicians  make  social  and  eco- 
nomic trends.  Actually  it  is  the  trends 
that  make  the  politicians.  There  have 
been  few  elections  that  really  decided 
anything  more  than  the  personal  am- 
bitions of  a  few  people  and  what  par- 
ty should  distribute  the  patronage. 

Party,  platforms  and  implied  prom- 
ises of  candidates  are  as  often  ignored 
and  forgotten  as  honored.  Perhaps 
that's  not  a  bad  thing,  since  today's 
seeming  truth  may  become  tomor- 
row's error.  In  any  event,  the  issues 
of  the  day  now  are  so  complicated  and 
mixed  that  no  intelligent  voter  can 
approve  or  disapprove  of  all  the  prin- 
ciples of  any  candidate. 

If  the  polls  are  right,  the  Presi- 
dential election  of  1972  is  not  likely 
to  be  closely  contested.  Looking  back, 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


there  have  been  at  least  ten  other 
Presidential  elections  in  this  century 
when  the  result  had  not  been  in  ma- 
jor doubt.  I  refer  to  1904,  1908,  1920, 
1924,  1928,  1932,  1936,  1944,  1952 
and  1956.  There  was  much  doubt, 
of  course,  about  the  result  in  1916 
and  in  1940.  In  1948,  when  Harry 
Truman  beat  Thomas  Dewey,  we  had 
an  entire  surprise.  The  elections  of 
1960  and  1968  were  both  very  close. 

The  performance  of  the  stock  mar- 
ket in  those  years  when  the  result  was 
not  really  in  any  great  doubt  is  reveal- 
ing. Between  Labor  Day  and  the  close 
before  Election  Day,  stocks  were  de- 
cidedly up  in  three  election  vears: 
1904,  1928  and  1936;  and  decidedly 
down  only  in  1932,  a  most  abnormal 
year  in  all  respects.  In  the  other  six 
years,  1908,  1920,  1924,  1944,  1952 
and  1956,  the  DJ  industrials  just  be- 
fore election  were  almost  exactly 
where  they  stood  at  Labor  Day. 

The  deciding  factor  this  year  seems 
to  be  whether  the  country  is  terribly 
discontented  and  ready  to  protest  the 
status  quo.  McGovem  is  betting  it  is. 


Nixon  that  it  is  not.   I  suspect  there 
are  many  discontented  Democrats! 

Without  debating  the  almost  unan- 
imous viewpoint  that  McGovern  is 
bearish  on  stocks  (even  if  Nixon  is 
not  bullish ) ,  I  do  not  go  along  with  the 
viewpoint  that  McGovern's  election 
would  mean  that  grass  would  grow 
on  Wall  Street.  Don't  kid  yourself. 
Taxes  will  be  increased  regardless  of 
election  results.  Something  drastic 
must  be  done  about  runaway  relief. 
The  problem  of  inflation  is  yet  to  be 
solved— and  no  real  solution  can  be 
pleasant.  Congress,  not  the  President, 
makes  most  final  decisions;  and  the 
prospect  is  just  about  nil  for  a  Con- 
gress as  radical  as  McGovern  seems 
to  most  conservatives. 

Se/ecf/vify 

As  this  is  written,  the  popular  idea 
on  Wall  Street  is  that  the  conven- 
tional stocks  and  the  cyclical  stocks 
are  getting  more  popular  and  more 
inviting  while  the  glamours  and  the 
very  high  price /earnings  ratio  issues 
are  losing  favor.  As  a  fundamentalist 
analyst  of  more  than  50  years  experi- 
ence, I  like  that! 

But  when  my  emotion  and  preju- 
dice subside  just  a  little,  I  wonder 
if  the  glamours  can  decline  signifi- 
cantly without  hurting  the  rest  of  the 
market.  More  people  are  hurt  every 
time  one  of  them  falls  out  of  bed. 
Ideally,  it  would  be  nice  if  the  glam- 
ours just  stopped  going  up  without 
going  down,  but  that's  unlikely. 
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A  NO-LOAD  Mutual  Fund 
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FUND, 
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Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 
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Tha  most  rational  thing  for  the 
market  to  do  the  next  few  months  is 
to  be  highly  selective.  If  the  strength 
in  the  cyclicals  and  conventionals  can 
continue,  it  is  not  much  of  a  trick  to 
put  the  DJ  industrials  through  1000, 
but  that  would  mean  more  in  terms  of 
stock  market  mystique  than  in  any- 
thing else.  After  all,  a  rise  of  2%  from 
the  recent  intraday  top  of  980  in  the 
Dow  would  put  it  through  1000. 

The  firmer  tone  in  interest  rates  no 
doubt  reflects  a  less  expansionary  Fed- 
eral Resei"ve  policy.  It  is  recognized, 
too,  that  the  Federal  Government, 
because  of  its  huge  prospective  defi- 
cit, probably  will  have  to  borrow 
between  $30  billion  and  $35  billion 
this  fiscal  year  against  about  $20 
billion  in  the  period  ended  last  June 
30.  The  savings  of  the  public  have 
been  increasing,  and  still  are  increas- 
ing, but  not  at  this  rate.  Either  the 
Federal  Government  will  have  to 
spend  less  and  borrow  less,  or  the 
lending  authorities  will  have  to  "cre- 
ate" more  money.  When  the  lending 
institutions  "create"  money,  they  sim- 
ply inflate  the  currency. 

The  importance  of  higher  short- 
term  rates,  and  of  a  higher  prime  rate, 
is  what  it  implies  about  conditions  six 
months  or  a  year  ahead,  not  what  it 
does  to  corporate  earnings  now.  Just 
how  will  Washington  (regardless  of 
the  party  in  power)  meet  in  1973  the 
looming  problems  of  government  defi- 
cits, rising  interest  rates  and  the  fresh 
inflation  caused  by  expanding  credit? 
Can  these  problems  be  met  without 
doing  unpleasant  things?  Will  those 
responsible  do  them,  or  will  they  con- 
tinue to  fuel  inflation? 

It  seems  to  me  that  investors  today 
are  faced  with  some  unusual  uncer- 
tainties, and  that  most  anything  one 
does  with  money  (including  keeping 
it  idle  in  cash)  involves  a  considerable 
degree  of  risk.  Possibly  this  is  one  rea- 
son why  the  stock  market  seems  to 
lack  "follow  through"  so  soon  after  it 
appears  to  promise  to  do  better. 

To  make  a  cracker  barrel  comment, 
I  would  like  to  venture  the  opinion 
that  higher  interest  rates  are  not  like- 
ly to  deter  this  generation  from  bor- 
rowing. In  order  to  stop  people  (and 
governments)  from  going  deeper  and 
deeper  into  debt,  loanable  money 
must  be  made  scarce  or  unobtainable. 
Who  is  going  to  do  that  after  the  ex- 
perience of  the  previous  credit  crunch? 

Almost  since  the  invention  of  the 
electric  light,  the  demand  for  power 
has  been  doubling  every  eight  or  ten 
years.  To  produce  electric  power,  large 
capital  expenditures  are  required.  If 
the  utility  companies  can't  get  the 
additional  capital,  the  public  won't 
get  the  needed  electric  cunent.  In 
order  to  raise  additional  capital  the 


utility  companies  must  operate  at  a 
satisfactory  profit.  Since  borrowed 
money  costs  more,  labor  costs  more, 
fuel  costs  more  and  taxes  are  higher, 
consumers  must  pay  more  for  power 
if  the  industry  is  to  be  profitable. 

The  action  of  the  electric  utility 
shares  in  the  stock  market  reflects 
fluctuations  in  investment  opinion  as 
to  whether  the  utility  commissions 
will  permit  the  rates  needed  to  en- 
able the  companies  to  supply  the  de- 
manded power.  Lately  there  has  been 
a  slightly  better  feeling  about  these 
shares.  The  DJ  utility  index  has  not 
made  a  new  low  since  June.  Still,  it  is 
possible  to  obtain  a  dividend  return 
of  better  than  6%  on  most  utility 
shares,  and  better  than  7%  on  a  few. 

Frustrating  Market 

If  the  name  of  the  game  is  short- 
term  performance,  I  suspect  that  the 
stock  market  may  be  frustrating  for  a 
while.  The  incentives  are  not  too  great, 
recent  results  have  not  been  such  as 
to  gratify  cupidity,  and  the  imponder- 
ables are  baffling.  Neither  the  bulls 
nor  the  bears,  if  my  observations  are 
accurate,  are  moving  with  confidence 
and  conviction.  Some  new  stimiJus, 
one  way  or  the  other,  is  needed.  Go- 
ing over  1000  in  the  DJI  might  help 
a  little,  but  probably  not  much. 

The  most  sound  investments,  re- 
gardless of  their  near-term  price  be- 
havior, probably  are  those  associated 
with  mineral  and  fossil  riches— such 
as  the  oils,  the  mines  and  (if  not  too 
overvalued)  land  and  real  estate.  The 
most  unsound  ones  fundamentally, 
again  regardless  of  their  near-term 
price  behavior,  probably  are  the  fan- 
tastically ovei-valued  growth  stocks. 
Many  of  them  sell  for  what  they  may 
be  worth  three  or  four  years  from 
now,  even  if  all  goes  well— and  things 
don't  always  go  well  indefinitely  in 
these  growth  situations.  One  of  the 
big  troubles,  of  course,  is  that  nothing 
is  cheap,  except  in  terms  of  depreciat- 
ing money. 

Amsted  Industries  (38)  looks  like  a 
good  solid  value  in  a  conventional  cy- 
clical stock.  Earnings  for  the  year  end- 
ing in  September  should  be  at  least 
$4  a  share  and  probably  about 
$4.25.  In  fi.scal  1971  net  was  $3.41 
and  in  fiscal  1970,  $2.92.  The  pre.sent 
indicated  dividend  rate  is  $2.  Aside 
from  a  small  long-term  debt,  capitali- 
zation is  all  common  stock.  In  addi- 
tion to  being  the  largest  maker  of 
railroad  car  wheels,  both  for  original 
equipment  and  replacement,  the  com- 
pany is  important  in  pipe,  in  chain 
drives,  in  auto  and  implement  parts 
and  in  machine  tools.  The  stock  has  a 
book  value  of  about  $48  and  in  the 
past  it  often  has  sold  at  12  to  15 
times  net.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Election  No  Longer  Market  Factor 


Although  it  is  still  some  weeks  until 
Election  Day,  this  contest  has  ceased 
to  be  a  major  stock  market  factor.  As 
recently  as  two  months  ago  the  finan- 
cial community  viewed  the  McGov- 
ern  candidacy  with  considerable  ap- 
prehension. Now,  after  watching  the 
progress  of  the  campaign  and  read- 
ing the  results  of  the  polls,  people 
take  a  more  relaxed  attitude  toward 
the  election.  Of  course.  Wall  Street 
had  felt  that  way  too  back  in  1948, 
but  McGovern  is  no  Harry  Truman, 
who  not  only  was  a  much  scrappier 
fighter,  but  also  had  the  advantage  of 
being  the  incumbent.  Furthermore, 
President  Nixon  has  had  the  personal 
experience  of  two  extremely  close 
elections.  He  is  most  certainly  not  go- 
ing to  make  the  mistake  of  taking  it 
for  granted,  as  Tom  Dewey  did  24 
years  ago,  that  he  will  be  a  shoo-in. 

Before  becoming  unduly  elated 
about  the  prospects  of  four  more 
years  of  Nixon,  it  might  be  appropri- 
ate to  remember  that  the  first  term 
was  not  a  period  of  unqualified  joy  for 
the  financial  community.  The  1969- 
70  bear  market  was  a  gruesome  and 
costly  experience  for  the  investor,  and 
it  shook  the  veiy  foundation  of  Wall 
Street.  And  during  the  past  year  we 
were  subjected  to  controls  over  prices, 
wages,  dividends,  etc.  which  we^ 
would  have  regarded  as  utterly  un- 
acceptable if  they  had  been  proposed 
by  a  Democratic  president. 

Conservatism  is  a  relative  concept. 
We  are  not  likely  to  have  a  laissez- 
faire  Administration.  While  any  tax 
and  welfare  reforms  are  likely  to  be 
far  less  drastic  than  those  proposed 
by  McGovern,  the  direction  may  be 
similar.  We  should  also  remember  that 
eff^orts  to  hold  down  inflation,  praise- 
worthy-as  they  are  in  principle,  are 
not  conducive  to  a  booming  stock 
market.  Although  the  American  econ- 
omy is  still  operating  well  below  its 
potential  capacity,  there  are  signs  that 
the  Federal  Reserve  is  beginning  to 
tighten  the  reins  on  the  money  supply. 
If  this  tendency  persists,  the  eff^ect  on 
stock  prices  will  be  unfavorable. 

For  many  months  security  analysts 
have  warned  that  some  of  the  favored 
growth  stocks  have  reached  price  lev- 
els   which    are    unsupportable    by    a 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


realistic  appraisal  of  a  company's  fu- 
ture. In  order  for  a  stock  to  sell  at  50 
or  70  times  current  earnings,  the  rate 
of  earnings  growth  has  to  be  very 
steep.  In  many  instances  there  are 
physical  limitations  to  such  growth. 
About  a  decade  ago,  when  electronics 
stocks  were  the  great  fad,  someone 
calculated  that  that  industry's  pro- 
duction would  have  to  reach  a  major 
part  of  the  nation's  total  output  if  the 
projected  growth  rates  of  all  the  elec- 
tronics companies  were  to  be  attained. 
Similarly,  this  countiy  probably  would 
be  swamped  by  mobile  homes  if  the 
companies  engaged  in  their  manufac- 
ture would  reach  the  production  lev- 
els necessary  to  generate  the  profits 
to  support  their  market  valuation. 

Three  with  Merit 

I  have  always  emphasized  that  a  no- 
growth  stock  is  a  bad  long-term  in- 
vestment. Even  cyclical  companies 
should  reach  new  earnings  peaks  with 
every  new  cycle,  like  GE,  for  example. 
But  that  is  what  the  steels  and  alu- 
minums failed  to  accomplish.  The 
main  problem  is  that  most  money 
managers  are  thinking  along  the  same 
lines  and  aggressively  compete  for  the 
comparatively  limited  number  of  in- 
vestment-grade companies  which  have 
a  reasonable  chance  of  maintaining 
a  healthy  rate  of  growth.  Hence  the 
often  exorbitant  price/ earnings  ratios. 

Sears,  Roebuck  (103),  despite  its 
already  gigantic  size,  appears  to  have 
such  tremendous  momentum  that  its 
present  multiple  of  about  25  times 
this  year's  earnings  may  be  warrant- 
ed. Sales  now  equal  almost  1%  of  the 
nation's  gross  national  product.  Near- 
ly a  quarter  of  Sears'  profits  came 
from  its  fast-growing  Allstate  Insur- 
ance division.  Procter  &  Gamble  (97) 
with  its  superior  marketing  organi- 
zation probably  merits  its  high  valua- 
tion. Per-share  earnings,  rising  year 
after  year,  have  gone  up  160%  in  the 
past  decade.  Syntex  does  not  have  the 
investment  quality  of  a  Sears  or  P&G, 
but  when  it  was  knocked  down  below 
80  recently,  merely  because  for  cer- 
tain reasons  earnings  for  the  current 
fiscal  year  may  not  exceed  last  year's 
record  of  $3.04  a  share,  I  felt  that  this 
unquestioned  growth  stock,  down  30% 
from  its  1972  high,  was  once  again 
fairly  priced  at  25  times  earnings.   ■ 


GROWTH  INDUSTRY  SHARES 

I  a  no-load 

I  mutual  fund 
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Investment  adviser 
William  Blair  &  Company 

For  GIS  prospectus 
mall  coupon  or  phone  (312)  346-4830 


I     Growth  Industry  Shares,  Inc.  Rm.  2903  ■ 

*     135  S.  LaSalle  St.,  Chicago,  IL  60603  * 
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DIVIDEND 


NOTICE 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty  cents  (60C)  a  share  on  the 
Common  Stock  of  this  Company, 
payable  Sept.  28.  1972.  to  share- 
holders of  record  Sept.  8,  1972. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 

August  24,  1972 
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how  does 

FundScope 

rate  your 

fund? 


FundScope,  the  monthly  mutual  fund  mag- 
azine, uncovers  data  that  will  startle  many 
fund  shareholders. 

For  example,  of  464  mutual  funds  rated 
by  FundScope,  only  8  are  rated  above 
average  for  Growth-lncome-Stability! 
FundScope  names  these  funds. 

SPECIAL  OFFER:  Send  just  $17  for  a 
3-month  irial  subscription  to  FundScope 
beginning  with  the  September  issue.  PLUS 
— 4  big  bonuses  including  the  532-page 
1972  Mutual  Fund  Guide,  the  new  Bible  of 
the  fund  industry  with  all  the  vital  informa- 
tion you  need  on  over  460  funds.  (THIS 
GUIDE  ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer  the 
above  offer  with  a  money-saving  14-month  subscrip- 
tion, send  $50.00  (10  day  returnable  guarantee). 
Include  ZIP.  No  salesman  w^ill  call. 

FundScope,  DepL  F-38,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Calif.  90067 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 

If  you  have  saved  or  acquired  $5,000  to 
$50,000  in  cash  or  securities,  you  naturally 
want  to  make  your  capital  grow.  Yet  you 
may  feel  you  are  actually  losing  ground  due 
to  inflation  and  taxes,  or  perhaps  to  a  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  64 
countries  have  turned  to  The  Danforlh  As- 
sociates Investment  Management,  a  tested 
plan  originally  developed  by  a  Boston  family 
to  manage  its  own  common  stock  invest- 
ments. 

The  plan  thus  far  has  proved,  we  believe, 
especially  efficient  in  providing  continuing 
capital  growth  supervision  for  portfolios 
starting  with  from  $5,000  to  $50,000  - 
though,  as  in  any  selection  of  investments 
losses  do  and  will  occur. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 5-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.V-17 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.sa.  oaiSi 

Investment  Managemrnt    •    Incorporated  1936 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


The  Worry-Wart  Market 


Here  we  are,  caught  up  in  a  busi- 
ness and  earnings  expansion  that  haS 
developed  the  strongest  momentum  in 
years,  that  promises  to  persist  well  in- 
to and  quite  possibly  beyond  the  next 
12  months,  and  that  may  have  set  the 
U.S.  economy  on  a  path  of  longer- 
term  "real"  growth  which  could  rival 
the  great  prosperity  phase  of  the 
1961-65  period. 

In  this  setting,  you'd  think  the  stock 
market  should  have  been  riding  high 
and  wide  all  year,  or  at  least  since 
some  time  during  the  second  quarter 
when  one  could  begin  to  suspect  that 
the  midyear  business  and  earnings 
statistics  were  going  to  be  outstand- 
ing. But  the  fact  is  that  the  popular 
major  stock  price  indices  spent  most 
of  the  year's  first  eight  months  fluc- 
tuating within  a  fairly  narrow  and  al- 
most perfectly  flat  trading  range— go- 
ing nowhere,  on  balance.  Even  the 
new  1972  "average"  highs  posted  in 
mid-August  produced  no  significant 
gains  over  the  April  and  May  trad- 
ing-range peaks. 

Contrary  Performance 

But  this  curiously  restrained  per- 
formance is  by  no  means  the  whole 
story.  There  was  clear  evidence  that 
by  far  most  stocks  had  underper- 
formed  the  price  indices.  Of  some 
1,900  stock  issues  listed  on  the  New 
York  Stock  Exchange,  only  about  450 
registered  new  1972  highs  in  the  sec- 
ond week  of  April  (Dow  968),  only 
some  250  in  the  last  week  of  May 
(Dow  971),  and  only  180  in  the  third 
week  of  August  (Dow  966).  It's  been 
calculated  that  90%  of  the  stocks  in 
Standard  &  Poor's  500-stock  compos- 
ite price  index  fell  5%,  on  average,  dur- 
ing the  first  seven  months  of  1972; 
that  the  burden  of  carrying  this  index 
to  a  gain  of  barely  over  5%  for  the 
period  was,  in  fact,  shouldered  by 
only  some  50  major  growth  and  cy- 
clical blue  chips. 

Similarly,  half  of  the  1,400  stocks 
monitored  by  the  Value  Line  Invest- 
ment Survey  fell  6%  or  more  in  the 
six  months  through  Aug.  11  (Dow 
964),  while  the  other  half  fell  less 
than  6%  or  rose.  Put  differently,  some 
60%  of  the  issues  in  this  large  sample 
declined,  and  only  40%  gained.  More 

Mr.  Schuiz  is  a  partner  In  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


flian  half  of  the  winners  were  unable 
to  advance  as  much  as  15%  in  price, 
and  only  about  60  issues  staged  spec- 
tacular rises  of  40%  or  more.  Among 
the  losers,  on  the  other  hand,  six  out 
of  ten  fell  as  much  as  20%. 

So,  considering  the  powerful  up- 
swing in  business  and  earnings 
(sweetened,  moreover,  by  indications 
of  markedly  subsiding  inflationary 
pressures),  the  performance  of  the 
market-at-large  was  not  just  "curious- 
ly restrained"  but  downright  con- 
trary. What  was  wrong?  Obviously, 
with  earnings  up  and  so  many  stocks 
down,  there  was  a  decided  drop  in 
price/ earnings  ratios,  especially  among 
stocks  whose  earnings  were  benefiting 
primarily  from  the  economy's  cyclical 
expansion  phase  rather  than  from 
presumably  well-established  longer- 
term  growth  trends.  Now,  a  drop  in 
price/ earnings  ratios  is  historically  not 
at  all  abnormal  in  the  latter  stages  of  a 
business  and  earnings  recovery  cycle, 
when  stock  prices  tend  to  rise  at  a 
relatively  slower  rate  than  earnings 
are  expected  to  improve.  Indeed,  stock 
prices  have  been  known  to  fall  while 
earnings  generally  were  still  on  the 
way  up,  as  investors  advance-dis- 
counted the  risk  of  a  new  cyclical 
contraction  in  earnings. 

But  in  the  present  instance,  where 
there  seem  to  be  few  or  no  tangible 
reasons  for  thinking  that  the  upcycle 
will  peak  for  another,  say,  12  to  18 
months,  the  recent  widespread  drop 
in  price/ earnings  ratios  probably  re- 
flects an  extraordinary  confidence  cris- 
is among  investors— one  whose  adverse 
impact  on  prices  would  have  been 
much  more  severe  had  not  earnings 
been  gaining  steeply.  In  other  words, 
we've  been  dealing  with  neither  a  bull 
market  nor  a  bear  market  but  with  a 
perhaps  unprecedented  "worry-wart" 
market,  where  a  good  many  investors 
largely  ignored  favorable  solid  evi- 
dence and  concentrated  instead  on  iffy 
depressants. 

In  fact,  investors  seemed  to  insist 
on  having  the  worst  of  l)oth  worlds. 
Thus,  when  they  ceased  fearing,  last 
month,  that  Senator  McGovern  might 
win  the  Presidency,  they  began  to 
fret  over  the  possibihty  of  a  new  "cred- 
it crunch"  early  in  a  second  Nixon 
term.  Needless  to  say,  with  memories 
of  the  1969  crunch  and  its  stock  mar- 
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United  invites  you  to  send  for  both  of  these  infornnative  investment  analyses 

25  Active  Stocks 

Buy?  Hold?  Sell? 

Facts,  figures,  analysis,  appraisal  of  risk,  plus  United's  latest  advice  on  each  stock. 

Alaska  Int  Curtiss-Wr     Goodyear    Pfizer 

Am  Motors  Eastern  Air     Gulf  Oil        RCA 

ATT  Fed  Nat  Mtg  ITT  Southern  Co 

Boise  Case  Gen  Elec        Litton  Sperry  Rand 

Braniff  Gen  Foods    Occid  Petr  StdOilNJ 

Chrysler  Gen  Motors    Pan  Am  Air  Texaco 

Wheelabrator-Frye 

97  Mutual  Funds 

Rates  performance  of  97  Funds  against  each  other 
and  the  Dow-Jones  for  1969. 1970, 1971,  and  1972. 

Here  are  some  of  the  funds  included: 

Am  Express  Fds  Colonial  Fds  Fidelity  Fds  Keystone  Fds  Scudder,  Stev 

Am  Investors  DeVegh  Fd  Guardian  Fd  Manhattan  Fd  State  St  Inv 

Axe-Houghton  Dreyfus  Fd  Investors  Fds  Mass  Inv  Fds  Technology  Fd 

Century  Fd  Eat'n  &  How'rd  Ivest  Fd  One  Wm  St  Fd  T  R  Price  Fds 

Channing  Fds  Energy  Fd  Ivy  Fd  Puritan  Fd  United  Fds 

Chase  Fd  Enterprise  Johnston  Fd  Putnam  Fds  Wellington  Fds 

Chemical  Fd  Windsor  Fd 

Plus  these  2  Bonus  Reports 

Wankel  REIT's 


Engine  Stocks 


Real  Estate  Investment  Trusts 


Plus  a  4-week  subscription  to  United  Reports 

•  Stock  Market  Analysis  and  •  The  Supervised  List  •  Stocks  to  sell  or  avoid 
specific  recommendations               •  Buying  advices  of  other  services  •  New  product  studies 

•  General  Business  Forecast  •  Bonds  and  Preferred  Stocks  •  Viev\/s  of  leading  authorities 

. . .  and  much  more 


4-issue  subscription  to  United  Reports  alone  is  $7  —  this  entire  package  only 


$2 


IVIAIL  THE  POSTAGE  PAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 

No  salesman  will  call.  We  have  none. 

.^isrrED 

Business^In^^estment  Service 

210   NEWBURY  STREET,   BOSTON,   MASSACHUSETTS  02116 

If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  49 


Reward/Risk  Analysis  Pinpoints  These 

LOW-PRICED  STOCKS 

UNDER  $25 

FOR  ACTION  NOW 

A  new  2-Prong  Strategy  of  speculating 
for  large  profits  with  small  capital 

1.  Because  current  research  findings  now  suggest  growing  chances  of  major 
price  eruptions  within  this  particular  group,  a  number  of  these  stocks  would 
merit  immediate  attention  even  if  they  were  not  priced  under  $25. 

2.  While  low-price— atone— is  never  a  sound  reason  to  buy,  it  is  nonetheless  often 
true  that  popular  investor  psychology  is  more  likely  to  propel,  say,  a  $5  stock 
to  $20  than  a  $50  stock  to  $200.  Thus  low  price  can,  indeed,  be  an  invest- 
ment factor  of  large  and  very  real  importance. 

TAKE-OFF  POINT 

To  illustrate,  statistical  analysis  reveals  that,  of  some  500  stocks  that  went  up  at 
least  300%  from  one  year  to  another,  more  than  80%  of  them  started  from  a 
take-off  point  under  $10  a  share.  And  this  general  pattern  is  consistent  over  a 
period  of  20  years.  However,  picking  low-priced  stocks  at  random  can  be  a 
very  dangerous  game. 

The  low-priced  stocks  we  now  pinpoint  are  specifically  for  the  sophisticated 
investor  who  can  accept  carefully  calculated  risk,  in  carefully  selected  stocks,  for 
potentially  extraordinary  profits.  And  we  believe  the  time  for  such  shrewd  in- 
vestor action  is  now. 

SPECIFIC  RECOiVIMENDATIONS 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report— which  not  only 
gives  you  the  carefully  researched  facts,  but  also  appraises  reward/ risk  factors 
and  delineates  which  Low-Priced  Stocks  in  this  particular  group  we  recommend 
for  especially  strong  growth  prospects. 

To  receive  this  Low-Priced  Stock  Advisory  Report  and  the  next  four  weekly 
releases  of  regular  service  to  examine  in  privacy  (no  salesman  will  call)— mail 
$5,  together  with  your  name  and  address  on  the  coupon  below. 

Name 


Address. 
City 


State. 


-Zip. 


Send  to  Dept.  867 

RESEARCH    INSTITUTE    INVESTORS   SERVICE 

Research  Institute  BuUding,  589  Fifth  Ave.,  New  York,  N.Y.  10017 

Reports  confidential  to  subscribers.  Subscriptions  not  transferable. 
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DIVIDEND  NOTICE 

A/liDDLE  South 

UTILITIES     SYSTEM 


The  Board  of  Directors  has  this  day  declared  a  div- 
idend of  26-1/2C;  per  share  of  the  Common  Stock, 
payable  October  2, 1972.  to  stockholders  of  record 
at  the  close  of  business  September  14.1 972. 

August25.1972|   fMESEAMMON 
^  1    Treasurer  and  Secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  S  Light  Company  Louisiana  Power  S  Light  Company 

Arkansas-Missouri  Power  Company  Mississippi  Power  S  Light  Company 

New  Orleans  Public  Service  Inc 


ket  consequences  still  vivid,  people 
can  easily  turn  walleyed  at  -the  very 
thought  of  yet  another  such  experi- 
ence. What  gave  this  latest  hangup  a 
measure  of  seeming  plausibility  was 
the  recent  rise  in  short-term  interest 
rates,  presumably  condoned  or  even 
engineered  by  the  Federal  Reserve 
Board,  whose  money  and  credit  policy 
had  shifted  some  months  ago  from  one 
of  aggressive  ease  to  a  moderately  less 
^'  generous  one. 

Rising  Prices 

But  there  are  weighty  reasons  to 
doubt  that  this  shift  was  the  prelude 
for  a  trend  toward  a  crunch  some 
time  in  the  first  half  of  1973,  when— 
so  the  fashionably  skeptical  argument 
goes— an  overheated  economy  might 
need  a  very  cold  shower.  Chief  among 
these  reasons  is  that  the  Federal  Re- 
serve seems  firmly  committed  to  the 
task  of  keeping  the  money  supply 
growing  at  a  relatively  moderate  but 
steady  rate.  Implicit  in  this  commit- 
ment is  an  efl^ort  to  avoid  both  the 
extreme  rates  of  monetary  expansion 
and  the  extreme  "crunch"  rates  of  con- 
traction that  have,  respectively,  over- 
heated and  overcooled  the  economy 
in  the  past. 

Thus,  any  move  now  by  the  Fed  to 
keep  the  money  supply  from  growing 
too  fast  can  be  looked  on  as  a  tacit 
declaration  that  no  squeeze  is  being 
planned  for  the  future,  essentially  be- 
cause this  strategy  aims  to  keep  the 
economy  from  overheating  in  the  first 
place.  Indeed,  the  monetarist  theories 
underlying  this  policy  hold  that  it  can 
maintain  the  economy  on  a  sustainable 
path  of  long-term  expansion  even 
when  the  Federal  Government's  fiscal 
policy  is  either  too  stimulative  or  too 
restrictive.  If  these  tenets,  which  tlie 
Federal  Reserve  seems  to  have  largely 
accepted,  prove  themselves  in  prac- 
tice, the  need  for  higher  tax  rates  next 
year— another  investor  bugaboo— may 
not  be  a  foregone  conclusion.  What's 
more,  some  monetarists  argue,  with 
the  economy  expanding  at  a  sustain- 
able pace  under  steady-but-moderate 
money  growth  conditions,  there  need 
be  no  strong  upward  pressure  on  in- 
terest rates,  except  perhaps  in  those 
interim  periods  when,  as  it  did  recent- 
ly, the  Fed  works  to  restrain  temporar- 
ily excessive  money  growth. 

Investors  would  always  have  donc^ 
well  to  heed  the  Fed.  In  1969,  the 
Fed  said  it  would  scjueeze,  and  stock 
prices  eventually  collapsed.  Now,  Fed- 
eral Resei-ve  policy  seems  firmly  set 
to  preclude  a  credit  s{|ueeze  as  well 
as  exorbitant  interest  rates  in  an  ex- 
panding economy.  Under  such  condi- 
tions, I  think  a  growing  majority  of 
common  stocks  should  show  rising 
prices,  not  falling.  ■ 
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OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


Japan— A  Prediction  Revisited 


In  my  very  first  column  for  Forbes, 
in  Marcli  of  this  year,  I  counseled  cau- 
tion towards  the  Japanese  market.  At 
the  time  it  had  just  surged  through 
the  magic  3000  mark  in  the  Tokyo 
Dow  Jones,  a  feat  comparable  to  the 
New  York  Dow  Jones  penetrating 
1100.  Why  did  I  advise  caution?  Be- 
cause the  stock  market's  rise  had 
amounted  to  nearly  50%  in  just  six 
months,  putting  the  market  at  a  ten- 
year  higli  price/ earnings  ratio,  and 
the  market  simply  appeared  to  be 
ahead  of  itself.  The  scenario  I  envis- 
aged in  my  March  column  called  for 
a  technical  correction  in  the  veiy  near 
future  that  was  to  provide  a  good 
buying  opportunity. 

What  happened  to  the  buying  op- 
portunity? It  never  took  place.  The 
Tokyo  market  plowed  through  4000, 
comparable  to  about  1400  on  the  New 
York  market.  There  was  a  minor  set- 
back, a  mere  one-day  1%  market  de- 
cline back  at  the  end  of  June  when 
the  pound  sterling  was  set  afloat;  but 
as  you  undoubtedly  know,  the  Japa- 
nese market  is  easily  the  most  volatile 
major  exchange  in  the  world,  and 
what  would  be  considered  a  major 
disaster  in  most  other  markets  is  only 
a  minor  pullback  in  Japan. 

How  come  the  market  has  been  so 
strong,  defying  most  rational  expec- 
tations—including mine— and  exceed- 
ing the  fondest  hopes? 

Supply  and  Demand 

Those  wlio  sneer  at  fundamental 
analysis  will  find  powerful  support  in 
the  behavior  of  the  Japanese  market, 
particularly  during  the  past  year. 
What  has  happened  there  is  that  de- 
mand for  stocks  has  simply  exceeded 
supply.  With  the  Japanese  economy 
having  slowed  down  to  a  growth  rate 
of  about  5%,  the  government  has  been 
increasing  the  money  supply  at  20%- 
30%  per  annum  in  an  attempt  to  re- 
store economic  growth  to  a  more  rea- 
sonable 7%-8%.  However,  the  highly 
leveraged  Japanese  economy  proved 
most  sluggish  and  reluctant  to  re- 
spond to  governmental  stimulations. 
This  meant  continued  aggressive  mon- 
etary ease. 

On  the  other  hand,  it  meant  that  a 
large  proportion  of  the  increased  mon- 

Mr.    Oechsle    Is   a    vice    president   of   Arnhold   and 
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ey  supply  "sloshed"  its  way  almost  di- 
<r  rectly  into  a  normally  thin  stock  mar- 
ket. With  industry  having  ample  ca- 
pacity and  little  need  for  equity  capi- 
tal, there  was  a  real  dearth  of  new  is- 
sues, which  under  normal  circumstan- 
ces would  have  been  more  than  ade- 
quate to  still  the  voracious  appetite  of 
Japan's  institutional  investors.  In  ad- 
dition, companies  that  had  never  been 
terribly  active  in  the  stock  market 
before  suddenly  could  think  of  noth- 
ing better  to  do  with  the  unusually 
large  cash  positions  than  to  put  them 
to  work  in  the  stock  market,  if  for  no 
other  reason  than  to  consolidate  their 
corporate  holdings. 

If  all  this  appears  a  bit  complicat- 
ed, tiy  carrying  it  through  to  its  logi- 
cal conclusion.  If  you  do,  it'll  appear 
as  if  the  Japanese  had  discovered  a 
way  to  assure  peipetual  bull  markets. 
It  works  something  like  this.  Be  sure 
to  pump  more  money  into  the  econo- 
my than  it  needs  and  have  the  excess 
money  find  its  way  into  the  stock 
market.  The  longer  it  takes  to  recov- 
er, the  more  money  is  pumped  into 
the  system.  As  a  result,  the  slower  the 
economic  growth  rate  in  the  country 
the  higher  stock  prices  and  price/ 
earnings  ratios  will  go. 

There's  a  Limit 

This  argument  is  not  entirely  face- 
tious. Look  at  Great  Britain,  for  exam- 
ple. With  an  economy  growing  more 
slowly  than  most,  its  stock  market— at 
better  than  20  times  earnings— is  one 
of  the  highest  priced.  (Of  course, 
there  has  to  be  a  limit  as  to  how  far 
this  process  can  go.  At  some  point 
stocks  will  be  so  obviously  overpriced 
that  investors  will  simply  find  other 
things  to  do  with  their  money.  It  hap- 
pened here  when  interest  rates  went 
to7%.) 

So  much  for  whij  I  was  wrong 
about  the  Japanese  market.  Now 
what?  I  do  not  have  any  aspirations 
to  become  the  Eliot  Jancway  for  the 
Japanese  market.  However,  neither 
am  I  about  to  jump  on  the  bandwagon 
and  reverse  my  cautious  attitude.  I 
do  believe  that  Japan  has  gone  through 
the  above-described  major  adjustment 
but  it  is  important  to  realize  that  this 
is  a  onetime  occurrence. 

For  this  reason  I  consider  the  risks 
in  most  Japanese  stocks  greater  than 
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the  potential  rewards.  My  caution  is 
based  on  a  number  of  other  factors: 
The  market,  having  nearly  doubled 
within  a  year,  simply  appears  to  have 
come  too  far  too  fast;  the  recovery  in 
profits  will  be  rather  modest,  particu- 
larly when  measured  against  what 
stocks  have  done.  Despite  protesta- 
tions and  promises,  the  trade  surplus 
remains  embarrassingly  large  and 
stocks  appear  more  vulnerable  than 
ever  should  the  yen  have  to  be  re- 
valued again;  wage  increases  are  still 
running  too  high;  and  as  the  econ- 
omy picks  up  momentum  capital  re- 
quirements of  industry  will  increase 
and  so  will  the  supply  of  stock.  Japan 
is  in  the  process  of  changing  the  em- 
phasis from  capital  expenditures  to  a 
more  consumer-oriented  economy.  Fi- 
nally, the  rapid  increase  in  the  money 
supply  can  not  go  on  indefinitely  with- 
out leading  to  excessive  inflation, 
tighter  and  more  expensive  money 
and  so  on. 

Concentrafe  on  True  Growth 

This  is  a  long  list  of  potential  nega- 
tives. A  big  positive  factor  is  that  the 
economy  is  in  the  veiy  early  stages 
of  recoveiy.  Is  it  possible  that  this  one 
plus  will  outweigh  all  the  negatives? 
I  think  not.  It  might,  however,  be 
enough  to  prevent  a  real  collapse.  But 
to  expect  economic  fundamentals  not 
to  take  over  where  technical  factors 
have  left  off  is  expecting  a  miracle. 
The  fundamentals  have  been  more 
than  adequately  discounted  by  cur- 
rent prices. 

What  does  all  this  mean  in  terms 
of  whether  or  not  one  should  cur- 
rently hold  Japanese  securities?  In  a 
portfolio  I  manage  which  is  restricted 
to  non-U. S.  securities,  I  was  80%  in- 
vested in  Japan  at  year-end  1971. 
Since  that  time  I  have  gradually  re- 
duced the  Japanese  exposure  to  30% 
and  am  willing  to  drop  it  as  low  as 
15%-20%  should  the  stock  market  move 
still  higher. 

Whether  you  now  own  Japanese 
shares  or  not  I  suggest  that  you  re- 
strict your  holdings  to  the  true  growth 
companies  I  have  mentioned  on  a 
number  of  previous  occasions.  I  am 
again  referring  to  companies  like  Cal- 
pis,  Shisetdo,  Marui,  Matsushita  Elec- 
tric Works,  Toto. 

In  each  of  these  stocks,  should  you 
happen  to  be  wrong  in  your  market 
timing,  you  will  sooner  or  later  be 
bailed  out  by  the  performance  of  the 
company.  If  ycu  pay  60  times  earn- 
ings, as  you  do  in  a  number  of  U.S. 
growth  companies,  this  bailing-out 
process  might  take  quite  some  time. 
But  at  15-25  times  earnings,  which  is 
what  you  pay  for  highest  quality 
growth  earnings  in  Japan,  you  are  on 
relatively  much  safer  ground.   ■ 
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How  to  try  for 


MORE 
NCOME 


plus  inflation  protection 
from  good  quality  stocks 


The  headline  above  is  the  title  of  a 
Special  Report  that  will  be  sent  to  you 
on  your  request. 

We,  at  Mansfield  Mills  Inc.,  are  per- 
sonal investment  counselors.  We  man- 
age other  people's  investment  dollars. 

When  my  research  people  wrote 
this  Report  they  marked  it  "impor- 
tant." They  were  right.  It  is  a  no-non- 
sense, serious  discussion  of  how  to  try 
for  more  return  from  your  investments 
in  the  face  of  today's  unsettled  condi- 
tions, inflation  and  high  taxes. 

The  Report  is  not  elaborate.  You 
can  read  it  in  14  minutes.  But  you  may 
consider  it  one  of  the  most  profitable 
14  minutes  you  ever  spent. 


Summarized  in  an  oversimplified 
manner,  the  Report  is  about  a  plan  of 
using  The  Mills  Growth  Phase  stock 
selection  and  stock  elimination  princi- 
ples ...  to  try  to  get  more  return,  plus 
inflation  protection,  from  your  invest- 
ments in  good  quality  stocks. 

Respectable  stocks  of  large,  good- 
name  corporations  with  mediocre 
prospects  may  cause  more  ineffective- 
ness  for  experienced  investors  tlian 
almost  any  other  factor. 

You  may  not  have  much  difficulty 
making  yourself  eliminate  a  really 
poor-performance  stock.  However,  it 
is  easy  to  procrastinate  about  a  port- 
folio of  respectable  stocks  with  medi- 
ocre prospects. 


Our  Goal  In  Preparing  This  Report  has  been  to  attempt  to  lay 
out  for  you  a  program  that  we  believe  should  permit  you,  //  you 
need  more  return  from  your  investment  dollars,  to: 

(a)  withdraw  6%  a  year  from  your  portfolio  we  manage; 

(b)  pay  the  operating  costs; 

(c)  accomplish  a  relatively  high  degree  of  minimizing  risk; 

(d)  and  still  cause  capital  to  increase  comfortably  ahead  of 
possible  further  inflation. 

If  your  investment  goals  are  similar  to  those,  you  may  decide 
the  principles  explained  in  this  Report  have  merit. 

If  you  have  $50,000  to  $500,000  Write  for  your  copy  of  this  Special 

in  stocks,  let  us  manage  half  of  it  for  Report:  "How  to  try  for  MORE  IN- 

one  year  (the  worst  half)  then  you  de-  COME  plus  inflation  protection  from 

cide  who  ought  to  do  the  whole  job.  good  quality  stocks." 


Mansfield  Mills  Inc. 

Personal  Investment  Counsel  since  1938 
7918  Ivanhoe  Ave.  (P.O.  Box  351),  Dept.  F915,  La  Jolla,  Calif.  92037 

Please  send  me  a  complimentary  copy  of  your  Special  Report. 
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of  United  States  Fidelity 
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seven  cents  a  share,  payable 
October  31,  1972,  to  stock- 
holders of  record,  Septem- 
ber 15,  1972. 
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WALL  STREET  VIEW 

By  Robert  Stovall 
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Is  CM  Too  Old  For  The  Growth  Market? 

As  Jane  Ace,  a  radio  comedienne  of 
the  Forties,  used  to  say,  "You  have 
got  to  take  the  bitter  with  the  better." 
The  fundamentals  have  for  some  time 
been  present  to  drive  stock  prices  for- 
ward, but  some  internal  structural 
factors  of  the  market  have  been  blurt- 
ing bleeps  of  caution.  The  basic  fac- 
tors of  industrial  production,  .  inven- 
tory building,  corporate  earnings  and 
inflation  pace  are  better  now  than 
they  were  in  April,  yet  I  must  com- 
ment on  the  perversity  of  the  General 
Motors  bellwether,  which  as  predict- 
ed in  an  earlier  Forbes  column  did 
flash  a  "caution"  directional  signal. 
Since  then,  GM  shares  have  contin- 
ued to  dawdle,  although  a  number  of 
broad-based  market  averages  made 
all-time  highs  in  mid-August.  The  ear- 
liest we  can  expect  a  reversing  "Buy" 
signal  will  be  mid-December. 

Perversely,  the  prospects  for  the 
company  and  the  auto  industry  are 
good  and  are  apt  to  remain  so  into 
1973.  U.S.  auto  sales  are  impressive, 
promising  volume  for  1972  of  close  to 
10.6  million  cars,  or  3.5%  over  last 
year's  record  volume  of  10.3  million. 
Since  demand  for  imported  cars  is  flat 
now,  present  gains  in  sales  are  accru- 
ing to  U.S.  manufacturers  in  the  main. 
A  strong  1973  of  perhaps  10.8  million 
cars  would  produce  three  record  auto 
years  in  a  row. 

General  Motors  may  be  bumping 
into  its  profit  margin  ceilings  later 
than  expected  since  price  increases 
allowed  the  company  may  not  cover 
pass-throughs  of  cost  relative  to  emis- 
sion control  and  safety  equipment. 
Small  price  changes  might  entice  con- 
sumers to  make  1973  another  rec- 
ord year  for  sales  and  push  profit- 
ability ahead  too.  General  Motors  will 
probably  earn  close  to  $7.50  per  share 
this  year,  vs.  $6.72  in  1971.  Manage- 
ment can  pay  out  as  much  as  $4.40 
per  share  in  dividends  this  year;  a 
minimum  expectation  is  $3.85  vs. 
$3.40  paid  in  1971. 

Bellwether  adherents  are  aware 
that  only  the  price  action  of  the  shares 
emits  signals.  The  fundamentals  are 
not  part  of  the  theory.  They  are  pre- 
sented here  because  the  divergence 
between  the  apparent  fundamentals 
and   the   technical   aspects   now   dis- 

Mr.  stovall  Is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


played  by  GM  can  be  taken  as  a  mi- 
crocosm of  the  market  as  a  whole. 

To  restate  the  theory:  The  bell- 
wether theory  holds  that  in  a  down- 
trend, whenever  four  months  pass 
without  GM  declining  to  a  new  inter- 
mediate low,  the  odds  favor  a  conclu- 
sion that  the  market's  trend  has  turned 
upward.  Conversely,  when  the  trend 
has  been  upward,  but  four  months  pass 
without  GM  achieving  a  new  high, 
the  prudent  conclusion  is  the  market 
will  turn  down.  New  highs  (in  sell 
periods)  or  lows  (in  buy  periods)  set 
during  the  four-month  period  do  not 
change  the  measuring  time. 

I  refer  readers  to  the  Apr.  1  issue 
where  I  traced  the  bellwether  signals 
from  1961  to  the  Mar.  13,  1972  Buy 
signal.  To  pick  up  from  that  point: 


March  13,  1972 

No  New  GM  LOW— BUY  Signal 

82 

DJI 

928.66 

April  6,  1972 

GM  . . .  Interim  HIGH 

845/8 

DJI  Close 

959.44 

May  30,  1972 

Market  Top:  GM 

76% 

DJI  Close 

979.46 

August  7,  1972 

No  New  GM  HIGH— SELL  Signal 

78'/2 

DJI  Close 

953.12 

Little  more  than  one  year  ago,  Gen- 
eral Motors  blinked  a  rather  surprising 
Sell  alert  at  901.42  in  the  Dow  on 
Aug.  30,  1971,  barely  a  fortnight  after 
Richard  Nixon's  announcements  of 
his  international  monetary  and  trade 
policies  and  domestic  economic  strat- 
egies. Once  again,  the  bellwether 
protected  its  flock,  because  the  follow- 
ing three  months  were  trying  ones  for 
market  performance.  The  Dow  de- 
clined over  100  points  from  the  end 
of  August  through  Thanksgiving  Day. 
The  last  GM  low  of  that  move  was 
73:^9,  touched  on  Nov.  12. 

Subsequently,  there  was  a  notable 
buildup  in  confidence  and  GM  flashed 
a  reversing  Buy  signal  on  Mar.  13,  at 
82,  with  the  DJI  closing  at  928.66. 
The  market  was  on  yet  another  un- 
fulfilled sprint  to  the  1000  barrier  hut 
was  turned  back  in  late  May.  Now, 
once  again,  the  bellwether's  credibil- 
ity will  be  tested  because  it's  uiislylish 
to  be  negative  in  a  national  elcclion 
year.  Since  so  many  of  the  old  rules 
no  longer  .seem  to  apply,  I  hope  the 
bellwether  is  wrong  this  time,  hut  only 
time  will  tell.  ■ 
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The  New  Centenarians 

They  say  it's  due  to  anything 
from  a  fat  pork  diet  to  vegetarian- 
ism, from  clean  Hving  and  regular 
church  attendance  to  "violating 
every  rule  of  health"  or  to  an  eye 
for  pretty  girls.  But  whatever  the 
reasons,  the  Social  Security  Admin- 
istration reports  that  in  1972  there 
has  been  a  marked  rise  in  the  num- 
ber of  centenarians— people  over 
100-in  the  U.S.  Nearly  7,000  men 
and  women  can  now  claim  that  dis- 
tinction, compared  with  only  5,200 
in  1971.  The  oldest  man  in  Ameri- 
ca? He  was  130  years  old  this  past 
July  4. 

The  Balloon  Revisited 

Remember  the  old  balloon  pay- 
ment financing  that  auto  dealers 
used  so  widely  and  sometimes  cov- 
ertly during  the  mid-Fifties?  It 
may  be  on  its  way  back  in  a  slight- 
ly disguised  but  better  advertised 
form.  Bank  of  America  in  Califor- 
nia has  introduced  "Auto  Magic," 
a  plan  under  which  the  last  pay- 
ment is  equal  to  the  car's  expected 
wholesale  value  at  that  time.  The 
customer  can  either  sell  the  car  to 
the  dealer  for  that  price  or  come 
up  with  the  lump  sum.  BofA, 
which  makes  auto  loans  totaling 
more  than  $500  million  a  year, 
says  big  Eastern  banks  want  de- 
tails about  the  plan.  It  also  prefers 
to  call  Auto  Magic's  last  instalment 
the  "residual"  amount  rather  than 
the  balloon  payment. 

Hear  the  Train  Blow 

Mail  and  the  trains  have  had  a 
difficult  romance  since  airplanes 
came  on  the  scene:  The  once-fa- 
mous mail  trains  faded  from  exist- 
ence, first-class  mail  was  pulled  off 
the  passenger  trains  and  bulk  mail 
got  shuttled  about  on  slower-mov- 
ing freight  trains.  Now  bulk  mail 
will  have  a  better  ride  on  the  new- 
ly revived  Overland  Mail,  an  all- 
mail  train  that  will  travel  between 
Chicago  and  Los  Angeles,  cutting 
as  much  as  three  days  off  the  trans- 
port time  for  bulk-mail  delivery. 
The  Overland  Mail  will  be  operat- 
ed by  thfe  Burlington  Northern, 
the  Southern  Pacific  and  the  Un- 
ion Pacific  railroads  in  connection 
with  a  $68-million  Postal  Service 
contract.   ■ 
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INVESTMENT 
MAN/SGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for 
possible  capital  appreciation  for  investors 
who  appreciate  the  risks  and  rewards  of  a 
securities  portfolio.  You  own  the  stocks  — 
the  account  is  in  your  name  with  your  broker. 
But  we  give  all  the  buying  and  selling  orders. 
We  have  a  full-time  staff  of  experienced 
market  analysts  and  research  people.  If  this 
makes  sense  to  you,  give  us  permission  to 
send  you  our  booklet  "Personal  Investment 
Management"  by  Spear  &  Staff. 


SPEAR&STAFF,  INC. 

Investment  Management  Division  Dept.  MF915 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
your  investment  management  brochure. 

Name 

Address 


-State- 


.Zip. 


My  broker  is 

Confidentially,  my  account  would  amount  to  about  $_ 


INVESTIGATE  THE 

T.ROWE  PRICE 


Established 
1950 


GROWTH  STOCK  FUm  INC 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 

Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


^P  HI  H      ^^  Mail  Coupon  for  Free  Prospectus  and  Literature 

*     T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:301-539-1992 
B     One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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STOCKS 
vs. 

HOGS 

May  15th,  1972:  The  most  active  stock  on  the 
New  York  Stock  Exchange  was  International  Nickel. 
The  value  of  aU  shares  traded  was  $9,000,000. 

The  value  of  all  hog  futures  traded  on  the  Chicago 
Mercantile  Exchange  was  $10,900,000. 

—  $  9,300,000. 

—  $10,200,000. 

—  $  5,600,000. 

—  $28,800,000. 


May  16th: 
May  17th: 
May  18th: 
May  19th: 


AT&T 
Hogs 

Gulf  OU 
Hogs 

Fanny  Mae  —  $11,800,000. 
Hogs  —  $17,400,000. 

Fanny  Mae— $  5,500,000. 
Hogs  —  $13,100,000. 


Think  about  it.  Our  Commodity  Trader's  Scorecard 
will  help  you  practice  trading  commodity  futures  with- 
out investing  any  money.  Send  the  coupon  for  your 
free  copy. 

'"bMIUBO  MERCANTILE  EXCHANGE^' 

^B  110  North  Franklin  Street.  Chicago.  Illinois  60606 

Dept.  282 
Gentlemen: 

Please  send  me  a  free  Commodity  Trader's  Scorecard. 

Name 

Address 


City 


Stale 


Zip 


I         -s^txj Jt^ic: fcip I 


Men  viftio  must 
make  their 


make  money  readi 

Forbes:  capitalist  tool 


READERS  SAY 
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( Continued  from  page  18 ) 

ural  or  artificial,  are  composed  of  chemi- 
cals. All  foods,  without  exception,  are 
made  up  of  chemicals.  If  they  were  not, 
our  bodies  could  not  derive  from  them 
the  basic  chemical  building  blocks  that 
we  need  to  survive. 

— R.O.  Clinton 
f  Guttenberg,  N.J. 

Wright  On 

Sir:  So  it  looks  like  the  banks  and 
bankers  will  get  another  windfall,  thanks 
to  another  round  of  tight  money  (Sept. 
1 ) .  Too  bad  Wright  Patman  isn't  Presi- 
dent. Then  the  bankers  would  feel  the 
pinch  like  the  rest  of  us. 

—Gladys  Gilbertson 
New  York,  N.Y. 

Pro  Kids 

Sir:  You  laud  a  group  of  college  kids 
who  "actually  invested,  managed 
$100,000  of  foundation-donated  funds" 
{Fact  t~  Comment,  Aug.  15).  So  one 
class,  during  one  semester,  got  lucky. 
How  come  your  guys  like  Hooper,  Biel, 
etc.  are  so  cagey?  We  all  know  that  any- 
one can  hit  an  occasional  long  shot  by 
guess  or  by  golly.  Who  can  do  it  the 
next  time,  and  the  time  after  that? 

—John  W.  Dalton 
Cincinnati,  Ohio 

Sir:  If  such  a  task  as  obtaining  a  4% 
return  proves  so  difBcult  for  "profession- 
als," I  wonder  not  only  where  they  went 
to  school,  but  what  type  of  degrees  they 
hold.  One  could  easily  pass  the  course 
with  flying  colors  simply  by  obtaining 
90-day  U.S.  Treasury  Bills  every  quarter. 
—Donald  R.S.  Freeman 
Stanwood,  Wash. 

Smoof's  Smut 

Sir:  The  poem  about  Sen.  Smoot 
( Aug.  1 )  is  delightful,  but  it  left  out  the 
most  brilliant  line  in  Ogden  Nash's  col- 
lected works:  "When  smut's  to  be  smit- 
ten, Smoot  will  smite/for  God  and 
Country  and  Fahrenheit."  Yes,  our  Og- 
den of  Ut.  created  a  beaut. 

—George  Kende 
Wheaton,  III. 

Princely  Prices 

Sir:  You  recently  wrote  that  "a  trip 
just  to  see  the  Acapulco  Princess  is  worth 
it"  ( Fact  6-  Comment,  Aug.  1).  Were  the 
room  rates  also  worth  the  price? 

—Harold  C.  Close 
Sun  City  Center,  Fla. 

Learning  While  You  Speak 

Sir:  Re  your  editorial  "The  Quivt 
Ones"  {Aug.  15).  Have  you  gained  any 
knowledge  while  talking? 

—Earl  G.  Mii.i.eh 
Sioux  Falls,  S.D. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


I   saw   old    autumn    in   the    misty 
morn  stand  shadowless  like  silence. 

—Thomas  Hood 


Men,     in    teaching    others,    learn 
themselves.  —Thomas  Lodge 


There  is  nothing  more  inspiring 
than  having  a  mind  unfold  before 
you.  Let  people  teach  who  have  a 
calhng.  It  is  never  just  a  job. 

—Abraham  Kaplan 


We  need  education  in  the  obvious 
more  than  investigation  of  the  ob- 
scure.     — Olin'er  Wendell  Holmes 


Where  is  the  wisdom  we  have  lost 
in  knowledge?  — T.S.  Eliot 


Examinations  are  formidable  even 
to  the  best  prepared,  for  the  greatest 
fool  may  ask  more  than  the  wisest 
man  can  answer.        —Caleb  Colton 


What   is   the   hardest   task   in   the 
world?  To  think. 

—Ralph  Waldo  Emerson 


Cheat  me  in  the  price,  but  not  in 
the  goods.  —Thomas  Fuller 


An  honest  man  is  not  accountable 
for  the  vice  and  folly  of  his  trade,  and 
therefore  ought  not  to  refuse  the  ex- 
ercise of  it.  It  is  the  custom  of  his 
country,  and  there  is  profit  in  it.  We 
must  live  by  the  world,  and  such  as 
we  find  it,  so  make  use  of  it. 

—Michel  de  Montaigne 


To  be  honest  is  nothing;  the  repu- 
tation of  it  is  all. 

—William  Congreve 


The  cost  of  a  thing  is  the  amount  of 
what  I  call  life  which  is  required  to 
be  exchanged  for  it,  immediately  or 
in  the  long  run. 

-Henry  David  Thoreau 


Good  will  plus  good  service  brings 
sales  success  that  no  competition  can 
possibly  undersell. 

—Harry  F.  Banics 


B.  C.  FORBES 

The  supreme  purpose  of  any 
business  must  be  to  render  a 
service  equal  to  the  price 
charged  for  it.  The  business- 
man or  business  enterprise  that 
aspires  to  win  the  highest  recog- 
nition for  success  must  distin- 
guish himself  or  itself,  not  by 
the  magnitude  of  profits,  but  by 
the  value  of  service  performed. 


A  "tired  businessman"  is  one  whose 
business  is  usually  not  a  successful 
one.  —Joseph   R.   Grundy 


The  surest  foundation  of  a  manu- 
facturing   concern    is    quality.    After 
that,  and  a  long  way  after,  comes  cost. 
—Andrew  Carnegie 


Some  businessmen  are  so  beset  by 
the  greed  for  immediate  profit  that 
they  never  get  it  through  their  heads 
that  service  must  precede  profit. 

—William  Feather 


The  day  becomes  more  solemn  and 
serene  when  noon  is  past:  There  is 
ajiarmony  in  autumn  and  a  luster  in 
its  sky  which  through  the  summer  is 
not  heard  or  seen,  as  if  it  could  not  be, 
as  if  it  had  not  been.         —Shelley 


A  man  should  be  just  cultured 
enough  to  be  able  to  look  with  suspi- 
cion on  culture,  at  first,  not  second 
hand.  —Samuel   Butler 


There  are  three  ingredients  in  the 
good  life:  learning,  earning  and 
yearning.         —Christopher  Morley 


The  beautiful  is  a  phenomenon 
which  is  never  apparent  of  itself,  but 
is  reflected  in  a  thousand  diff^erent 
works  of  the  creator.  —Goethe 


If  you  get  simple  beauty  and 
nought  else,  you  get  about  the  best 
God  invents.         —Robert  Browning 


The    autumn    of    the    beautiful    is 
beautiful.  —Latin  Proverb 


More  than  3,000  "Thoughts"  in- 
dexed by  author  and  .subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 

Sent  in  by  F.J.  Hanson,  Midwest 
City,  Okla.  Whaf's  your  favorite 
text?  The  ForJies  Scrapbook  of 
Thouf;hts  on  the  BuHiness  of  Life 
is  presented  to  senders  of  texts 
used. 


He  hath  made  every  thing  beautiful 
in  his  time:  also  he  hath  .set  the  world 
in  their  heart,  .so  that  no  man  can 
find  out  the  work  that  God  maketh 
from  the  beginning  to  the  end. 

— Ecclesiastes  3:11 
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JAPANESE 
BUSINESS 


The  Doubts ' 
The  Mask 


•I^iTTTP 


For  music  of f shore .  •  •  or  tough  weekend  chores 
...we  package  the  power  you  need. 


The  special,  more  active  formula  in  new  Ray-0-Vac 
Heavy  Duty  Super-Cells  means  they  can  last  up  to 
twice  as  long  as  ordinary  batteries.  Consumer's 
Buying  Guide  on  labels  shows  how  much  longer. 
For  just  pennies  more.  Garden  tractor  batteries  must 
be  rugged.  This  Exide  model  is  built  especially  to 
resist  excessive  vibration  and  guard  against  electro- 
lyte spillage.  Its  reliable  power  makes  tough  weekend 
chores  easier.  D  ESB  makes  all  kinds  of  batteries, 
plus  private  telephone  systems,  personal  safety 
devices,  many  products.  Our  73  plants  in  18  countries 
serve  more  than  100  free-world  markets.  Annual  sales 
top  $330  million.  71  years  of  consecutive  quarterly 
dividends.  Want  to  know  more?  Write  for  our  latest 
report.  ESB  Incorporated,  5  Penn  Center  Plaza, 
Philadelphia,  Pennsylvania  19103. 


We  also  make  power  consoles,  corrosion-proof  floors. 


ESB  INCORPORATED  (ESB] 


WORLD   LEADER  IN  PACKAGED  POWER 


•«5» 


NOV    5 


Here  comes  America! 
Join  the  parade! 


At  Princeton  a  handful  of  undergraduates 
reactivated  patriotism,  and  by  a  decisive 
vote  of  the  student  body,  ROTC  will  be 
back  there,  serving  the  country. 

More  than  50,000  young  men  and 
women  volunteered  their  services  through 
162  private  and  religious  agencies  for  run- 
ning day  care  centers,  encouraging  Bible 
reading,  working  with  drug  addicts,  oper- 
ating programs  to  keep  youngsters  from 
dropping  out  of  school,  and  a  score  of 
other  projects, 

A  recent  and  careful  survey  among 
young  people  showed  their  ambitions  are 
for  a  home,  a  happy  married  life,  savings, 
a  job  they  can  progress  in.  Free-wheeling 


morals  and  dependence  on  government 
are  out. 

In  more  than  700  Head  Start  projects, 
40,000  students  worked  as  classroom 
assistants. 

In  one  Southern  state  college  graduates 
give  up  their  time  to  teach  remedial  read- 
ing to  grade  school  children  from  homes 
where  there  was  no  education,  no  family 
training. 

Note  that  these  are  young  people.  No 
one  makes  them  do  these  and  a  hundred 
other  splendid  things.  They  do  all  this 
because  they  are  the  decent,  clean,  honest 
young  men  and  women  who  are  the  future 
stability  and  energy  and  power  of  this 
nation.  Thank  God. 


Big  Warner  &  Swasey  Gradall*  G-1000  works  in  close 
quarters  on  the  foundation  of  the  half-billion  dollar 
World  Trade  Center  —  world's  tallest  building. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 
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How  many 
circulation  papers 


have  a  news  bureau 


7 


in  Wasliington  1 

Hie  Saratogian  does. 


Ditto  Guam's  Pacific  Dateline  and  the  Chambers- 
burg  (Pa.)  Public  Opinion.  And  so  do  all  53  Gan- 
nett newspapers,  large  and  small. 

There's  nothing  mysterious  about  it.  We've 
pooled  group-wide  assets  and  skills  to  make  the 
Gannett  News  Service  our  way  to  bring  national 
and  state  news  to  local  papers — with  the  local  im- 
pact their  readers  seek.  Add  to  our  10-man  D.C. 
crew  full-time  bureaus  in  state  capitals,  all  our 
member  cities,  and  others. 

Our  service  works  from  the  grass  roots  up,  too. 
When  readers  in  Idaho  or  West  Virginia  have 
doubts  about  the  way  a  new  policy  will  affect 
them,  their  local  editors  can  fire  off  hotlines  di- 
rectly to  the  GNS  bureau  closest  to  the  action. 
And  get  press-ready  answers  at  the  speed  of  wire. 

Our  own  news  service  is  just  one  way  we're 


helping  our  local  editors  and  publishers  make 
good  local  papers  better.  We've  also  built  up  a 
group  staff  we  think  is  second  to  none.  In  market- 
ing, production,  personnel,  finance.  And  more.  Ex- 
pertise at  the  ready;  ready  to  go  where  help  is 
needed,  when  it's  requested.  With  fresh  ideas  to 
inspire  the  wholesome,  group-wide  competition 
that  keeps  us  innovating.  And  that's  good  for  our 
readers,  their  community,  and  Gannett. 

Our  annual  report  can  show  you  how  good 
Gannett's  theory  of  group  dynamics  proved  itself 
last  year.  And  our  latest  quarterly  statement  will 
bring  it  up  to  date.  Send  for  them  today. 


Gannett  Co.,  Inc., 
55  Exchange  St., 
Rochester,  N.  Y.  i46i4 


Gannett 


CALIFORNIA  •  San  Bernardino  Evening  Telegram  •  San  Bernardino  Sun 

CONNECTICUT  •  Hartford  Times 

FLORIDA  •  Cocoa  Today  •  Fort  Myers  News-Press  •  Melbourne  Times  •  Pensacola 

Journal  •  Pensacola  News  •  Titusville  Star-Advocate 

GUAM  •  Pacific  Daily  News  •  Pacific  Dateline 

HAWAII  •  Honolulu  Star-Bulletin  •  Sunday  Star-Bulletin  and  Advertiser 

IDAHO  •  Boise  Statesman 

ILLINOIS  •  Danville  Commercial-News  •  Rockford  Morning  Star  •  Rockford 
Register-Republic 

INDIANA  •  Lafayette  Journal  and  Courier  •  Marion  Chromcle-Tnbune 

MICHIGAN  •  Battle  Creek  Enquirer  and  News  •  Lansing  State  Journal  •  Port  Huron 

Times  Herald 

NEW  JERSEY  •  Camden  Courier-Post  •  Plainfield  Courier-News 

NEW  YORK  •  Beacon  News  •  Binghamton  Evening  Press  •  Binghamton  Sun-Bulletin 


•  Elmira  Star-Gazette  (Morning  &  Evening]  •  Saratoga  Springs  Saratogian  •  Ithaca 

Journal  •  Newburgh  Evening  News  •  Niagara  Falls  Gazette  •  Rochester  Democrat 

and  Chronicle  •  Rochester  Times-Union  •  Ufica  Daily  Press  •  Utica  Observer-Dispatch 

PENNSYLVANIA  •  Chambersburg  Public  Opinion 

TENNESSEE  •  Nashville  Banner 

TEXAS  •  El  Paso  Times 

VERMONT  •  Burlington  Free  Press 

WASHINGTON   •   Bellingham  Herald  •  Olympia  Daily  Olympian 

WEST  VIRGINIA  •  Huntington  Herald-Dispatch  •  Huntington  Advertiser 

WESTCHESTER.  ROCKLAND  NEWSPAPERS  •  Mamaroneck,  NY..  Dally  Times  • 
Mount  Vernon.  NY..  Daily  Argus  •  New  Rochelle.  N  Y  .  Standard  Star  •  Nyack- 
Rockland.  NY,  Journal-News  •  Port  Chester.  NY..  Daily  Item  •  Tarrytown.  NY.. 
Daily  News  •  White  Plains.  NY,  Reporter  Dispatch  •  Yonkers.  NY.,  Herald  Statea- 
man  •  Ossinmg.  N  Y  ,  Citizen-Register 


The  No.  1  news  medium  stays  first  in  advertising,  too. 

Newspapers  mean  news.  With  all  the  depth  and  detail 
that  78%  of  Americans  demand.  And  get,  at  least  once 
a  day.  Reflecting  this,  1971 's  circulation  soared  to  a 
record  daily  average  of  62.2  million  in  the  U.S.  Ad  reve- 
nues have  gained,  too;  they're  now  running  at  a  brisk 
$6.7  billion  annual  pace.  This  year  has  already  .seen  a 
13.6%  jump  over  the  same  period  in  1971.  But  whether 
you  read  papers  to  analyze  news  or  Uiod  prices,  can  you 
imagine  tomorrow  without  one. 
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Man  mi^ht 

conquer  disease, 

dime 

and  save  his 

enviionnient  with 

the  help  of 
this  little  machine. 


©Sony  Cojp 


!?y  Vi'>. 


It's  a  revolutionary  new  means 
of  communication. 

And  if  you  wonder  whether 
that's  enough  to  change  the  world 
—remember  the  invention  of  the 
printing  press. 

Instead  of  printed  words,  the 
Sony  U-matic  Videocassette 
Player-Recorder  uses  television 
pictures  and  sound. 

It's  television  you  program 
yourself.  Television  you  play  back 
at  will. 

If  you  have  something  to  say  or 
demonstrate,  it  records  your 
"program"  on  a  color  videocas- 
sette the  size  of  a  book. 

To  receive  a  program,  you  just 
insert  the  programmed  cassette, 
and  plug  the  U-matic  into  any 
TV  set.  At  once,  your  program 
appears  on  the  screen. 

The  uses  of  this  little  machine 
boggle  the  mind.  It  could,  for 
instance,  solve  one  of  the  biggest 
problems  in  the  conquest  of 
cancer. 

Getting  new  developments  out 
to  doctors— fast. 

Today,  1  out  of  3  cancer  patients 
is  saved.  It  could  be  1  out  of  2, 
if  doctors  just  had  access  to  all 
the  present  knowledge. 

With  this  little  machine,  they  can. 

Suppose  a  cancer  specialist  has 
some  valid  success  with  a  new 
form -of  treatment. 

He  doesn't  wait  to  present  a 
paper  at  some  future  medical 
convention. 

Right  then  and  there,  he  records 


his  technique  on  a  U-matic  color 
videocassette.  Thousands  of 
copies  are  made  and  mailed  out. 

Within  days,  thousands  of 
doctors  in  hospitals  and  private 
offices  have  seen  the  technique  on 
their  U-matic,  and  can  put  it  to  use. 

Knowledge  snowballs. 

You  can  see  the  possibilities: 
Long-distance  teamwork  among 
police  in  different  cities.  Among 
ecologists  all  over  the  world. 

A  communications  explosion  in 
education,  business,  industry. 

What  makes  the  U-matic  so 
especially  useful  is  that  a  program 
can  come  from  many  sources. 

It  could  be  something  shot  "live" 
right  on  the  spot. 

Existing  tape.  Film.  Anything 
you  can  see  or  hear. 

You  can  also  buy  or  rent  pre- 
programmed cassettes. 

On  hundreds  of  subjects,  from 
riot  control  to  golf  technique. 

Perhaps,  some  day,  there'll  be  a 
U-matic  in  every  living  room. 

But  right  now,  as  fast  as  Sony 
can  turn  them  out,  these  little 
machines  head  for  laboratories, 
schoolrooms,  conference  rooms, 
showrooms  and  factories. 

Already  by  the  thousands,  they 
are  changing  our  world. 

THE  SONY 
U-nilAIIC 

color  videocassette  system 


For  more  information,  write  Sony  Corporation  of  Amenca.Video  Products  Dept.,  47-47  Van  Dam  St.,  Long  Island  City,  N. Y.  1 1 101. 


For  '73  Fleet  Buyers: 

The  Guaranteed 
Value  Plan 


backed  by  our 

trim  new  Mercury  Montego. 


Mercury  Montego  MX  Brougham 
with  optional  vinyl  roof 
and  white  sidewall  tires 


Guaranteed  Value  Plan  is  exclusive  from  Lincoln- 
Mercury  for  fleet  accounts  who  purchase  10  or  more 
vehicles  in  the  current  or  preceding  period. 

It  protects  the  original  purchaser  against  losses 
from  unexpected  drops  in  the  overall  level  of  used 
car  prices. 

GVP  gives  you  a  solid  basis  for  estimating  depreci- 
ation by  establishing  a  guaranteed  published  whole- 
sale value  that  will  equal  or  exceed  the  wholesale 
value  in  Automotive  Market  Report  for  the  quarter 
and  zone  in  which  your  car  is  taken  out  of  service, 
or  we'll  pay  you  the  difference. 

It  takes  sound  products  to  back  such  a  guarantee. 
Like  our  Mercury  Montego,  for  example.  Here's  a 
car  that  enjoyed  a  65%  rise  in  fleet  sales  in  just  one 
year;  a  car  that  measures  up  to  standard  size  cars 
in  room  and  comfort  (see  chart  at  right),  yet  gives 
you  big-car  ride  and  luxury  in  a  trimmer,  easier-to- 
handle  package. 


We  guarantee  it:  better  fleet  ideas  come  from 
Lincoln-Mercury.  For  full  details  of  our  exclusive 
Guaranteed  Value  Plan,  write  Lincoln-Mercury  Divi- 
sion, Leasing  and  Fleet  Sales,  3000  Schaefer  Road, 
Dearborn,  Michigan  48121. 


Wheelbase 
Overall  length/width 
Headroom,  front/rear 
Legroom,  front/rear 
Tread,  front/rear 

'73  Montego  MX 

Brougham  4-Door 

118.0" 

215.3778.6 ' 

38.2"/37.2' 

41.9"/37.5' 

62.8"/62.9' 

'72  Standard 

Make 

121.5" 

219.9  "/79.5" 

38.9"/38.0" 

42.5"/39.2" 

64.1  "/64.0' 

1973  cars  must  meet  Federal  emissions  standards  before  sale. 


LINCOLN-MERCURY  DIVISION 
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Side  Lines 


Ste\/e  Forbes . 

At  a  relatively  young  age,  Malcolm  Stevenson  (Steve)  Forbes  Jr. 
learned  about  the  power  of  the  press.  We'll  let  Steve  tell  it:  "During 
my  senior  year  at  Brooks  School  I  roomed  with  the  editor  of  the 
school  newspaper.  My  favorite  extracurricular  activity  was  debat- 
ing, so  my  roommate  let  me  cover  the  debating  matches.  My  articles 
carried  no  byline.  They  were  lavish  in  praising  the  forensic  skill  of 
Steve  Forbes.  Our  headmaster  didn't  attend  the  debates,  but  he  did 
read  the  school  paper.  On  graduation  day,  he  awarded  me  a  special 
prize  as  the  finest  debater  in  the  school's  history." 

At  Princeton,  Steve  tried  out  for  the  debating  team.  "I  was  cut  the 
first  week."  At  journalism,  however,  he  continued  to  fare  well.  In  his 
sophomore  year  at  college,  he  and  some  friends  launched  a  new 
quarterly.  Business  Today.  It  was  intended  "to  balance  what  we  con- 
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Premier  and  Mrs.  Andreotti  with  Sfeve  and  Sabina  Forbes 

sidered  were  the  unbalanced  views  many  students  had  about  busi- 
ness." It  went  to  200,000  college  students.  As  editor,  Steve  lit  into 
Eugene  McCarthy  and  Columbia  University's  student  rioters.  Never- 
theless, the  student-run  magazine  survived  and  survives  still. 

Steve,  now  25,  joined  Forbes  in  1970.  After  a  brief  stint  in  other 
parts  of  the  business,  he  entered  the  editorial  department  as  a  re- 
porter-researcher and  was  recently  promoted  to  reporter. 

On  the  side,  Steve  is  a  political  buff.  "I've  been  fascinated  with 
politics  since  my  father's  ill-fated  bid  for  goveiTior  of  New  Jersey 
15  years  ago,"  he  says.  His  first  article  for  Forbes,  written  in  his 
student  days,  was  a  report  on  the  1964  Republican  National  Con- 
vention. More  recently  he  has  contributed  a  pair  of  editorials  on 
the  1972  Democratic  convention  {Aug.  15  and  Sept.  1).  He  is  the 
third  generation  of  his  family  to  write  for  the  magazine's  Fact  & 
Comment,  which  was  begun  by  Steve's  grandfather,  the  late  B.C. 
Forbes,  and  is  carried  on  by  his  father,  Malcolm  S.  Forbes. 

Last  year,  on  behalf  of  the  magazine,  Steve  entertained  a  distin- 
guished member  of  the  Italian  Chamber  of  Deputies,  Giulio  Andreot- 
ti. Andreotti  doesn't  speak  much  English,  but  Steve  was  rescued  by 
his  new  bride,  Sabina  Beekman  Forbes,  who  is  fluent  in  Italian.  Now 
Italy  is  in  its  worst  political  and  economic  crisis  since  World  War 
II.  Hanging  on  as  premier,  but  just  barely,  is  Steve's  guest  of  last 
year,  Andreotti.  Would  he  give  us  an  interview?  we  asked  a  few 
weeks  ago.  He  would.  With  Sabina  as  interpreter,  Steve  was  on  his 
way.  His  impressions  of  Andreotti  appear  on  page  23.   ■ 


FORBES.   OCTOBER   1,    1972 


Do  you  buy 

Real  Estate 

Insurance 

Warehousing 

Transportation 

Distribution? 


How  long  has  it  been  since  you  talked 
with  "The  Man  from  the  Factory"? 

We  got  to  be  a  growth  company 
by  going  on  the  theory  that  busi- 
ness doesn't  have  to  be  Imper- 
sonal to  be  big. 

If  you  have  a  problem  in  any  of 
our  fields  of  interest,  the  top  man 
In  the  department  is  as  close  as 
your  telephone.  He'll  fly  halfway 
across  the  country  to  see  you 
personally,  if  need  be. 

He's  got  the  brains  and  experi- 
ence to  do  the  job  for  you,  and 
he'll  work  day  and  night  to  prove 
it.  Here's  an  example: 

CANTON  AGENCY,  INC.  a  wholly- 
owned  subsidiary  of  Canton  Com- 
pany, specializes  in  all  lines  of 
Insurance  for  large  and  small 
corporations.  Recently  CAI  de- 
veloped a  new  "master  insurance 
plan"  for  the  nation's  shortline 
railroads,  which  received  the 
recommendation  of  the  executive 
committee  of  the  roads'  national 
association,  and  solved  a  prob- 
lem that  has  existed  for  decades. 

Got  a  problem  or  need  in  one  of 
the  fields  listed  at  the  top  of  this 
ad?  Call  or  write  today.  Ask  for 
"the  man  in  charge"! 

/^CANTON 


Canton  House,  P.O.  Box  447 
Baltimore,  Mar\ 
Teleohr^^^-r^'*"^  ^^^03 


Trends 

&  Tangents 
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FOREIGN 


%hape  of  Things  To  Come? 

Why  don't  more  well-heeled  Eu- 
ropeans (who  do  plenty  of  travel- 
ing to  other  places)  visit  the  U.S.? 
A  recent  study  concluded  that  it 
was  not  merely  the  distance  from 
Europe  and  the  poor  preparation 
by  U.S.  hotels  and  the  like  to  re- 
ceive non-English-speaking  visitors. 
More  important— though  seldom 
openly  stated— was  the  fear  that  in 
the  U.S.  they  will  merely  get  a  fore- 
taste of  problems,  from  Women's 
Lib  to  crowded  highways  and  fast 
foods,  that  they  will  soon  have  to 
face  in  their  own  countries. 

The  Big  Grape 

The  largest  wine  producing  con- 
glomerate in  France,  the  Margnat 
Group,  will  be  entering  the  U.S. 
market  this  fall  with  an  innovation 
in  wine  packaging— a  48-ounce 
plastic  bottle  which  will  reduce 
shipping  costs  by  almost  half.  The 
Margnat  Group  plans  to  market  a 
rose  and  a  red  table  wine  in  the 
new  bottles.  These  wines  will  sell 
for  under  $3  per  48-ounce  contain- 
er in  package  stores  and  supermar- 
kets. The  company  will  also  bring 
over  six  wines  sold  in  conventional 
glass  bottles,  from  a  blanc  de 
blancs  to  a  Bordeaux  red. 


WASHINGTON 


Charify  Begins  .  .  . 

Brokerage  houses  that  get  in- 
volved in  community  improvement 
programs  may  be  able  to  deduct 
larger  total  contributions  than  they 
could  if  they  made  outright  charity 
donations.  The  U.S.  Internal  Reve- 
nue Service  has  ruled  that  a  broker- 
age firm's  efforts  to  reduce  neigh- 
borhood tensions  and  deterioration 
were  business-related  and  could  be 
expected  to  further  the  firm's  busi- 
ness. The  firm  was  allowed  to  de- 
duct up  to  6%  of  total  commissions, 
which  was  greater  than  the  limit 
on  deductible  donations  (5%  of  tax- 
able income ) . 

Youth  Power 

Houeseholds  where  the  head  of 
family  is  under  30  account  for  17^ 
of  the  nation's  65  million   family 


units.  But  the  U.S.  Commerce  De- 
partment reports  that  the  young- 
sters consume  far  more  in  goods 
and  services  than  their  numbers 
would  indicate.  Under-30  house- 
holds made  one-fifth  of  all  1971 
new  car  purchases  and  bought  one- 
fourth  of  the  new  appliances,  new 
furniture  and  floor  coverings  and 
new  television  and  hi-fi  equipment. 
The  survey  also  discovered  that  the 
group  owned  roughly  one-third  of 
all  foreign  cars. 


BUSINESS 


Paper  Profit 

To  anyone  who  lives  near  it, 
the  unpleasant  smell  of  a  paper 
mill  is  the  smell  of  business  as 
usual,  a  form  of  pollution  that  has 
so  far  defied  treatment.  But  now 
Owens-Illinois,  a  container  maker 
that  is  also  in  the  paper  business, 
has  come  up  with  a  production 
method  that  it  claims  will  take  the 
odor  out  of  one  paper  manufactur- 
ing process.  Though  not  applicable 
to  the  kraft  process,  which  uses 
softwood,  the  new  method  will  alle- 
viate the  odor  from  production  of 
corrugated  board  made  from  hard- 
wood. O-I  has  tested  the  process 
(Continued  on  page  91) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES.  60  Fifth  Avenue, 
New  York.  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LASEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


"zir 


F4826 
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Grand  Vin  is  not  one  of  the 
terms  regulated  by  French  law,  so 
it  means  nothing.  Any  company  may 
use  this  term  on  its  wines.  . 


Ch&teau  Latour  is  one  of 

the  great  vineyards  in  the  MSdoc 

district  of  Bordeaux.  Some  of  the  best 

Bordeaux  wines  are  produced  here.  Only 

a  wine  from  this  vineyard  can  bear  ,, 

this  name,  so  it's  a  sign  of 

superior  quality. 


Premier  grand  cru  class6  • 
(ranked  as  first  great  growth)     t 
is  another  indication  of         * 
superior  quality. 


Appellation  Pauillac  Contrdl^e 

means  that  the  wine  has  met  legal 

standards  of  quality  for  the  village  of 

Pauillac.  In  general,  the  smaller  the  district 

referred  to,  the  higher  the  wine's  quality. 

Therefore,  this  wine  will  be  superior  to 

a  wine  bearing  simply  Appellation 

Bordeaux  Contr6l6e.  which  refers 

«     to  the  whole  region. 


•  1953  was  an  extraordinarily 

good  vintage  year  for  this  red 

Bordeaux. 


"fs^jsm^^tsn.fvw!)^'  "■• 


Mis  en  bouteilles  au 

*•  ch&teau  guarantees  that  the 

wine  was  both  made  and  bottled 

on  the  grower's  property  . . . 

another  indication  of  a 

fine  wine. 


Borrow 


Wines  and  Spirits 

for  10  days  free  from  ino  Foods  of  the  World 

J  BOOKS  J 


The  label  on  a  bottle  of  wine  can  tell  you  a  great 
deal  about  its  contents,  if  you  know  the  "code." 
You'll  find  it  in  Wines  and  Spirits,  along  with  a 
wealth  of  other  valuable  information  that  can  help 
you  buy,  choose  and  serve  wines  and  spirits  of  all 
kinds  knowingly. 

We'd  like  to  send  you  a  copy  of  the  volume  to  use 
for  10  days,  free,  as  your  introduction  to  Time-Life 
Books'  series,  foods  of  the  world.  Just  as  an 
aperitif  prepares  you  to  enjoy  a  good  meal  so,  we 
hope,  Wines  and  Spirits  will  whet  your  appetite  for 
the  culinary  adventures  that  future  foods  of  the 
WORLD  volumes  can  bring  you. 

Each  superbly  illustrated  volume  tells  you  about 
the  history  of  the  cuisine  of  another  country,  and 
brings  you  a  whole  collection  of  recipes  for  delicious 
dishes  to  go  with  your  fine  wines  and  spirits. 

To  receive  Wines  and  Spirits  for  a  free  10-day 
examination,  send  the  order  form  now.  It  contains 
full  details  of  this  offer.  Just  fill  it  in  and  mail  it 
today,  to  borrow  the  volume  with  our  compliments 
and  no  obligation.  If  the  postpaid  card  is  missing, 
use  the  handy  coupon. 


Actual  size:  8»/i"x  11". 
Hard  covers,  208  pages, 
148  illustrations  in  color. 
Written  by  Alec  Waugh. 


Among  other  volumes  inllUH  Foods  of  the  World: 

The  Cooking  of  Italy 
American  Cooking  •  The  Cooking  of  Provincial  France 


Both  yours  with 
WINES  and  SPIRITS 

A  96-page,  6"  x  9"  Recipe  Booklet 
contains  directions  for  making  117 
mixed  drinks  and  26  hers  d'oeuvre 
and  canapes.  Each  volume  of  foods 
OF  THE  WORLD  comes  with  its  own 
Recipe  Booklet.  And  an  illustrated 
64-page  Kitchen  Guide  will  help 
you  shop  for  and  serve  compliment- 
winning  meals. 


TIME-LIFE  BOOKS,  Dept.  5027 

Time  &  Life  Building,  Chicago,  III.  60611 

Yes,  1  would  like  to  examine  Wines  and  Spirits. 
Please  send  it  to  me— together  with  the  Recipe 
Booklet  and  Kitchen  Guide — for  10  days'  free 
examination  and  enter  my  subscription  to  foods 
OF  THE  world.  If  1  decide  to  keep  Wines  and 
^jjiriis,  I  will  pay  $5.95  ($6.25  in  Canada)  plus 
shipping  and  handling.  I  then  will  receive  future 
volumes  in  the  foods  of  the  world  series, 
shipped  a  volume  at  a  time  approximately  every 
other  month.  Each  is  $5.95  ($6.25  in  Canada) 
plus  shipping  and  handling  and  comes  on  a  10- 
day  free  examination  basis.  There  is  no  mini- 
mum number  of  books  that  I  must  buy,  and  I 
may  cancel  my  subscription  at  any  time  simply 
by  notifying  you.  If  I  do  not  choose  to  keep 
Wines  and  Spirits,  the  Recipe  Booklet  and  the 
Kitchen  Guide,  I  will  return  the  books  within 
10  days,  my  subscription  for  future  volumes  will 
be  canceled,  and  I  will  not  be  under  any  further 
obligation. 


Name- 


(Please  print) 


Address- 


City- 


State- 


-Zip. 


Our  martini  secret?               #| 

Onion  stuffed  olives.               1 
And  the  perfect  martini  gin,  ^ 

Seagram's  Extra  Dry.    -^^      f 

^    #       ^      f    ^ 

* 

™lhe  Perfect  Martini  Gin. 

Seagram  Distillers  Company,  New  York,  N.Y.  90  Proof.  Distilled  Dry  Gin.  Distilled  from  American  Grain. 


Facts  for  your  portfolio  on 


FERRO 


Growth  Markets  Contribute 
to  Ferro's  Record  Sales/Profits 


•  Ferro  Corporation  Consolidated  Sales  for  the  first 
half  of  1972  were  23%  above  1971. 

•  Net  Income  for  the  same  period  increased  73%. 

•  Major  growth  markets  contribute  to  Ferro's  record 
sales/profits  performance: 

MARKET  ^.  E^^*!?'!*^,^/", 

rerro  lotnl  bales 

Home-related 

consumer  durables 39 

Construction 28 

Leisure 17 

Transportation 9 

Other 7  ■ 

100 


•  Ferro,  a  multinational  producer  of  specialty  materials  for  the  plastics  and 
ceramics  industries,  achieved  record  sales  of  $99.5  million  and  record  earn- 
ings of  $1.52  per  share  for  the  first  half  of  1972. 

Write  for  our  latest  financial  data:        ^^"^-^  ___    __^  ^^.^ 

Dept.  F-1001.  One  Erieview  Plaza,       (^j\ "    ^T  E.  w\  R  CJ 
Cleveland,  OMo  44114.  \y)        CORPORATION 


READERS  SAY 


A  Bond  /s  No>  a  Hedge 


I 


Sir:  So  now  it's  bonds  that  are  the^ 
great  inflation  hedge  {Money  Men,  Sepi.il 
J.5).  A  few  years  ago  it  was  common  fcj 
stocks.  Or  natural  resources  like  copper  fa 
or  silver.  The  best  inflation  hedge  is  no  f 
inflation.  But  I  suppose  the  politicians  i 
fear  that  seeing  such  a  task  through  ; 
might  deflate  their  popularity. 

-T.K.  SMrrH 
New  York,  N.Y. 


1 


Selling  of  the  Funds 

Sir:   We  don't  agree  that  the  mutual 
fund   industry   has    mixed    symptoms    of 
maturity    and    market    saturation    (Aug. 
15).  When  an  industry  is  "mature,"  it  im- 
plies  that   it   has   explored   all   workable 
marketing  and  sales  strategies.  We  don't 
think  the  mutual  fund  industry  has  done 
this.  As  for  saturation,  a  survey  conduct- 
ed for  tlie  Investment  Company  Institute 
in   1970  indicated  there  were   some    19 
million  U.S.  households  with  incomes  of  | 
above    $10,000    that    owned    no   mutual  > 
funds.    Despite    inflation,    it   is   probably  | 
still  true  that  seven  out  of  ten   families  i 
who  could  invest  in  mutual  funds  have  i 
not  done  so.  i 

— C.  Herbert  Emilson  I 
President  j 
Putnam  Fund  Distributors,  Inc.  i 
Boston,  Mass. 

Sir:  It  seems  to  me  that  all  tlie  frenet- 
ic promotional  stunts  of  mutual  funds—  ; 
the  "hotlines,"  stepped-up  sales  forces,  | 
"equity  accounts,"  lions  stepping  out  of  I 
subways,  etc.— cannot  forever  gloss  over  ■ 
mediocre  performance.  It  would  be  more  ^ 
to  the  point  and  plain  better  business  if 
these  funds  would  change  their  portfolio  j 
management  teams. 


—Ralph  E,  West  Jr.  j 
Philadelphia,  Pa.  ' 


14 


QualHy  Cosfs  Capital 

Sir:  Your  article  "Wrong  Target" 
( Sept.  1 )  is  right  on  target.  Too  few 
people  recognize  that  quality  telepiione 
.service  is  completely  dependent  upon 
earnings  sufficient  to  attract  the  neces- 
sary capital.  It  is  too  bad  that  it  takes 
.something  like  the  California  Supreme 
Court's  decision  to  teach  this  lesson. 

—John  D.  deBuits 

Chairman  of  the  Board 

American  Telephone  and  Telegraph  Co. 

New  York,  N.Y. 

Back  to  School? 

Sir:  An  editorial  writer  writing  alxnil 
economic  history  should  have  an  <'duea- 
tion  in  economics  and  history.  Your  edi- 
torial "Regulators  Can  Be  Heroes"  (Sept. 
15)  suggests  you  don't.  Briefly:  1)  Ihe 
robber  barons  were  not  "left  alone"  but 
rather  were  often  encouraged  by  a  vari- 
ety of  government  actions,  ('.«.,  land 
grants  to  railroads.  2)  "Business"  liiil  not 
(Continued  on  pane  92) 
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If  you  didn't  work  so  hard, 
you'd  be  worth  more  to  your  company. 


There  are  two  kinds  of 
executives. 

And  every  company  has  both. 

There's  the  workhorse  who  stays 
late,  eats  in,  and  takes  work  home 
night  after  night. 

Because  he's  sure  nothing  gets 
done  unless  he  does  it  himself. 

Then  there's  the  professional 
manager  who  spends  his  time  making 
plans. 

And  making  sure  his  plans  are 
carried  out  by  others. 

Who  do  you  think  is  worth  more? 

Most  growth  companies  have 
no  doubts. 

The  "manager  accomplishes 
more  in  less  time,  by  getting  others  to 
do  the  work. 

Invariably,  he  gets  the  big 
rewards  and  high-level  responsibilities. 

Professional  management  is  a 
skill  and  a  science  that  more  than 
1 5,000  executives  have  learned  from 
theAMA  Management  Course. 

In  the  past  20  years,  the  Course 
has  played  an  important  role  in  the 
training  programs  of  Du  Pont,  General 
Foods,  GE,  almost  all  of  Fortune's  top 
500,  many  governmental  agencies, 
and  non- business  organizations. 

The  Course  identifies  and 
explains  the  role  and  nature  of  manage- 
ment. 

You'll  learn  every  step  in  the 


planning  process:  how  to  organize 
yourself  for  planning;  formulating 
policy;  implementing  policy;  making 
financially  sound  decisions  that  can 
'be  defended  on  facts  not  hunches. 

Next  you'll  develop  the  skill  of 
reviewing  and  improving  the  per- 
formance of  your  subordinates:  how  to 
create  standards  of  performance;  make 
sure  standards  are  met;  getting  the  most 
from  others;  and,  even  how  to  appraise 
and  improve  your  own  management 
performance. 

Finally,  the  Course  will  intro- 
duce you  to  the  techniques  of  leader- 
ship :  the  art  of  getting  others  to  follow 
you  willingly;  building  a  winning  team; 
and  leadership  skills  you  can  use  here 
and  now  to  get  recognition,  enrich  your 
present  job  and  pave  the  way  for  the 
next  one. 

AMA's  Management  Course 
uses  a  mix  of  the  most  advanced  learn- 
ing techniques,  including  role-playing, 
incident  process,  even  computerized 
simulation  that  enables  you  to  work  on 
real  problems— and  to  evaluate  your 
solutions. 

The  Course  is  divided  into  4 
units— each  a  week  long. 

You  can  space  the  4  sessions 
over  a  1 2  month  period,  so  you  needn't 
be  away  from  your  desk  more  than  a 
week  at  a  time. 

Write  for  complete  information 


and  your  application  form. 

Then  discuss  it  with  your  boss  or 
your  personnel  director. 

It  may  be  just  the  show  of 
initiative  they've  been  waiting  for. 

It  may  be  just  the  training  you 
need  to  get  home  earlier  and  get  ahead 
faster. 

AM  A 's  Management  Course 
J 5, 000  of  today's  leaders  are  graduates. 

Tomorrow's  chief  executives  will 
come  out  of  it. 

The  Management  Course 

Att.  Mr.  Gary  B.  Hayes 

American  Management  Association,  Inc. 

1  35  West  50th  Strec' 

New  York,  New  York  1 0020 

Please  send  me,  without  obliga- 
tion, complete  printed  information 
about  the  Management  Course  includ- 
ing course  schedules,  fees.  Also  include 
an  application  form,  should  I  decide 
to  register. 


Print  Name 


Title 


Company 


Address 


City,  State  &  Zip 


ARE  THE 

BANKS  IN  VIRGINIA 

INASEOI 

OF  CONFUSION? 

In  an  age  of  individuality,  the  banking  systems  in 
Virginia  are  clearly  a  throwback  to  conformism. 

With  names  like  United  Virginia  Bankshares  In- 
corporated, Virginia  National  Bankshares,  The  Bank 
of  Virginia  Company  First  Virginia  Bankshares 
Corporation,  First  and  Merchants  Corporation, 
Fidelity  American  Bankshares,  Inc.,  and  Domdn- 
lon  Bankshares  Corporation,  it's  virtually  impos- 
sible to  tell  which  bank  is  which 
without  a  scorecard. 

This  is  not  to  throw  the 
onus  on  any  of  our 
competitors. 

We're  as  guilty  as  any  of  them  in  contributing  to  the  problem.  (The  name  at 
the  very  top  of  the  list  is  us.) 

But  in  our  case,  there  is  one  thing  that  separates  us  from  this  dilemma. 

You  see,  we  also  happen  to  be  at  the  very  top  of  the  list  in  size.  United 
Virginia  has  more  corporate  accounts  than  any  other  Virginia  bank.  (Over  200 
of  Fortune's  500.)  It  has  the  largest  legal  lending  limit  ($13  million)  to  any  one 
borrower,  the  largest  staff  of  commercial  account  officers,  the  largest  network 
of  correspondent  bank  connections,  and  the  largest  check-cleanng,  cash  flow 
and  lock-box  facilities. 

In  short,  it  is  the  largest  banking  system  in  the  entire  State  of  Virginia. 

So,  wouldn't  you  think  that  dealing  with  our  banking  system  in  Virginia 
puts  you  in  a  nice  state  of  affairs? 

United  Virginia  Ql 


More  than  a  bank 


United  Virginio  Bonk/Otizens  &  Morinc  •  United  Virginio  Bonk  of  Foirlon    United  Virginio  Bank/first  &  Citizens  Notionol  ■  United  Virginio  Bonk/FirstNolior>ol- United  Virgimo  Bonk/Nolionol  \Ajlley  United  Virjinio  Bonk  Hockl 
United  Virginia  Bonk/Seoboord  Notionol   United  Vrrginio  Bonk/Secufity  Nolionol    United  Vicginio  Bonk/Spotwvood   United  Virgimo  Bonk- United  Virginio  Bonk  of  Will(om»borgfleopl«  Nolinnol  Bonkol  MonoMO^  ■  Member »  1 1 

United  \'irginio  Bonk  International -United  Virginia  Mortgoge  Qjrpofotion. 


A  turboprop  will  cost  less  to  buy. 
Bat  the  advantages  stop  there. 


Compare  initial  costs,  and  a 
turboprop  looks  like  a  very 
attractive  buy. 

But  keep  on  comparing. 

Figure  in  the  operating  cost, 
and  you'll  find  that  based  on  a 
normal  600  flying  hours  per  year, 
a  Learjet  actually  costs  20c  less 
per  mile  to  fly  and  maintain. 


Area  =  7rr^ 

A  Learjet  flies  almost  twice  as 
fast  as  the  leading  turboprop,  so 
your  radius  of  operation  doubles 
In  two  hours,  a  Learjet  can  cover 
not  twice,  but /our  times  the 
territory. 

Operating  out  of  Chicago, 
that's  an  area  from  New  York 
to  Denver,  from  Winnipeg  to 
New  Orleans.  In  the  time  it 
would  take  the  turboprop  to  get 
to  Pittsburgh. 


Whoosh  vs.  ta-pocketa 

A  Learjet  cruises  at  41-45,000  ft.— 
higher  than  commercial  airlines 
fly,  and  way  above  the  weather. 

But  if  the  weather's  rough, 
you'll  feel  it  in  a  turboprop.  Or  be 
forced  to  fly  around  it,  which 
could  mean  hundreds  of  miles 
around  it.  If  it's  really  rough,  you 
might  not  be  able  to  fly  at  all. 

And  nothing  climbs  as  fast  as  a 
Learjet.  So  it  spends  a  lot  less  time 
in  the  most  crowded  part  of  the  sky 

A  testimonial 

Mr.  Eugene  P.  Berg,  President 
and  Chairman  of  Bucyrus-Erie, 
on  his  company's  switch  from  a 
turboprop  to  a  Learjet : 

"In  the  first  eighteen  months  of 
using  the  jet,  our  company  got 
$30  million  worth  of  business 
from  companies  which  hadn't 


made  a  purchase  in  25  years.  The 
jet  proved  its  worth  beyond  all 
expectations." 

The  number  to  call  in 
Wichita  is  316-722-1100 

Bob  Wolin,  our  Vice  President 
of  Domestic  Marketing,  can  tell 
you  more  about  the  Learjet. 
About  our  exclusive  four-year 
warranty.  And  our  FAR-25 
certification  —just  like  the  big 
commercial  jets. 

He  can  also  give  you  a  more 
detailed  com.parison  of  our  plane 
and  whatever  turboprop  or 
business  jet  you're  thinking  about. 

And  if  you're  not  thinking 
about  a  business  plane  right  now, 
he  can  probably  give  you  some 
good  reasons  why  you  should. 

Gates  Learjet  Corp.,  Box  1280 
Wichita,  Kansas  67201. 


GATES  LEARJET 


Before  you  choose 

an  insurance  broker, 

talk  to  one  of  the  too  four. 


21  professional  teams  that  did, 
chose  Frank  B.  Hall  &  Co. 


Professional  sports  teams  have  some  of  the 
toughest  insurance  problems  you  can  imagine.  And 
it  takes  more  than  just  a  big  insurance  broker  to  solve 
them.  Because  they  need  a  lot  of  personal  care  and 
attention.  The  kind  that  Frank  B.  Hall  &  Co.  gives  to 
each  and  every  one  of  our  clients. 

For  example,  one  of  the  first  things  our  sports 
specialists  do  is  review  everything  from  business  con- 
tracts to  the  shoes  the  players  wear. 

So  when  you  read  that  the  number  one  draft 
choice  has  signed  with  a  team,  chances  are  a  major 
part  of  his  contract  stipulates  a  special  insurance 
package  including  deferred  compensation  among 
other  benefits. 

We  show  the  teams  how  to  buy  only  the 
insurance  they  really  need,  designed  to  their  specific 


requirements,  from  those  carriers  we  know  will  give 
them  the  best  possible  security  and  service. 

And  to  make  sure  our  clients  get  prompt 
answers  to  any  problems  that  might  arise  we  assign 
a  single  account  executive  to  coordinate  the  whole 
plan. 

Now  you  know  some  of  the  reasons  why  21 
professional  sports  teams  chose  Frank  B.  Hall  &  Co. 
to  serve  all  their  insurance  needs.  They're  typical  of 
the  kind  of  services  we  offer  our  clients  no  matter  what 
business  they're  in. 

If  you  had  to  choose  an  insurance  broker 
right  now,  which  one  would  you  call  first? 

Frank  B.  Hall  &Ca,  Inc. 


Frank  B.  Hall  keeps  you  in  good  company. 


Average  Adjusters.  Employee  Benefits  Consultants. 

Offices  in  Adelaide,  Anchorage,  Atlanta,  Boston,  Brisbane,  Caracas,  Cedar  Rapids.  Chicago,  Coral  Gables,  Dallas,  Detroit,  Hong  Kong, 

Honolulu,  Jacksonville,  Los  Angeles,  London,  Melbourne,  Mexico  City,  New  Orleans,  New  York,  Oakland,  Orlando,  Oslo,  Perth, 

Philadelphia,  Pittsburgh,  Portland,  Ore.,  Providence,  Salinas,  San  Francisco,  Seattle,  Sydney,  Tel  Aviv,  Washington,  D.C. 


Forget  what  you've  heard 
about  dictation  machines. 


I 


I 


Norelco88 
Portable'idea  machine" 

The  Noreico  88  Portable  is 
a  full-featured,  professional 
dictating  machine  . . .  com- 
pact, lightweight,  easy  to 
use.  Travels  easily  .  . . 
assures  your  maximum 
productivity  anywhere.  The 
Noreico  88  features  a  pistol 
grip  and  finger-tip  controls 
for  efficient  one-hand 
operation.  It  is  an  advanced 
electronic  "idea  machine" 
in  compact  form.  The  only 
real  choice  for  the  idea 
man  who's  going  places. 


li 


I 


Noreico  "idea  machines"  have 
greatly  simplified  the  process  of 
transmitting  ideas  from  conception 
to  the  typewritten  word.  They 
are  designed  to  capture 
ideas  wherever  they  occur  .^ 
inside  or  outside  the  | 

office.  They  allow  you  to 
communicate  business 
ideas  faster,  easier, 
more  accurately. 


Noreico  98  Executive"idea  machine" 

Noreico   98   Executive   not   only   fits  your  pattern   of  office 
activity,  but  helps  make  your  secretary  more  produc- 
tive and  efficient.  It  is  the  first  with  instant 
electronic  switching  and  built-in  sec- 
retary-executive intercom.  Cuts 
heavy  volumes  of  paper- 
work down  to  size. 


SHOWN 
ACTUAL 
SIZE 


THE  IDEA  CAPSULE  Advanced  Noreico  research  de- 
veloped this  miniature  "idea  capsule".  Features  30 
minutes  of  voice  recording  and  reproduction.  The 
heart  of  the  total  Noreico  System,  it  is  self  contained 
.  .  .  transcribes  easily  and  quickly  .  .  .  can  be  used 
over  and  over  again. 


PHILIPS   BUSINESS  SYSTEMS,  INC, 

A  NORTH  AMERICAN  PHILIPS  COMPANY 


l^oreli 


® 


100  East  42nd  Street,  New  York,  N.Y.  10017 

Gentlemen: 

Please  send  me  the  free  booklet,  "Ideas.  Communications  and 

Profits"  about  the  Noreico  "idea  machines" 


Name- 
Firm— 


-Title- 


street- 


City/State- 


-Zip- 


F-lU/^ 


DICTATION  EQUIPMENT  •   INTERCOM  SYSTEMS   •   INDUCTIVE  AND  RADIO  PAGING   SYSTEMS   •   OFFICE  COMPUTERS 


XeroxTelecopier. 
Special  delivery  by  phone. 


It's  a  person-to-person  deliv- 
ery service  that  sends  an  exact  copy 
of  your  mail  from  your  telephone  to 
any  other  phone  in  the  country.  In 
four  minutes  or  less. 

A  Telecopier  transceiver  can 
send  anything  that  can  be  sent  by 
wire  and  many  things  that  can't. 
Like  floor  plans,  designs,  diagrams, 
and  pictures.  And,  by  sending  or 
receiving  an  exact  copy  of  a  docu- 
ment by  Telecopier,  there's  never 


any  time  wasted  transcribing  infor- 
mation or  tracing  errors  that  can 
occur  with  other  methods. 

It's  as  easy  as  talking  by 
phone.  In  fact,  you  make  voice  con- 
tact on  the  phone  first,  then  slip 
your  letter,  chart,  photograph,  or 
otherdocument  into  theTelecopier. 
Put  the  phone  receiver  into  the 
Telecopier  cradle.  Four  minutes 
later  an  exact  copy  rolls  out  of  the 
Telecopier  at  the  other  end. 


You  can  rent  this  special  de- 
livery service  for  a  very  special 
price.  Less  than  two  dollars  a  day. 
K  The  Xerox  Telecopier.  It 
makes  today's  complicated  com- 
munications network  a  lot  less  com- 
plicated. 

For  complete  details  call  the 
Xerox  office  nearest  you. 

Telecopierturns  any  telephone 
into  a  copy  machine. 


XEROX 


XEROXS  AND  TELECOPIER*  «nl    Ili»l'l  mam 


'With  all  thy  getting  get  understanding' 


.'^ 


Fact  and  Comment 


COMING 

Regardless  of  who  wins  the  election- 
Fundamental   revision    of   laws    pertaining   to   private 
pension  plans,  both  corporate  and  union.  Likely:   Pool- 
ing, "portability,"  government  insurance  and  regulation. 


BUMPING  OFF  POLITICOS 


To  read  extracts  from  the  diary  of  the  young  man 
who  nearly  succeeded  in  assassinating  Governor  Wallace 
is  a  quite  terrifying,  chilling  thing.  He  made  six  tries  to 
get  President  Nixon,  considered  Senator  McGovem  and 
settled  for  an  opportunity  at  Wallace. 

He  wrote  of  his  failure  on  the  President's  life  in  Can- 
ada, "I  had  a  good  view  as  he  came  by  me  again— the  sixth 
time  and  still  alive  . .  .  Should  go  to  Washington.  Can't 
kill  NLxie  boy  if  you  ain't  close  to  him.  . . . 

"Yesterday  I  even  considered  McGovem  as  a  target. . . . 

"Make  the  First  Lady  a  widow  . . .  how  to  do  a  bang- 
up  job  of  getting  people  to  notice  you.  .  . . 

"...  I  decided  Wallace  would  hav^  the  honor,  or  what 
would  you  call  it?" 

Despite  the  comprehensiveness  of  security  for  the 
President  of  the  United  States,  Lincoln  and  Garfield  and 
McKinley  and  Kennedy  were  killed  on  the  job,  and  shoot- 
ing attempts  made  on  Roosevelt  and  Truman.  If  it  is  so 
difficult  to  make  Presidents  safe,  the  job  of  safeguarding 


primary  Presidential  candidates  would  seem  nearly  impos- 
sible if  a  fanatic  sets  out  to  get  them. 

I  guess  no  one  has  the  answer  to  protecting  those  who 
are  less  than  Presidents  since  we  don't  even  have  the  an- 
swer to  saving  the  Chief  Executive.  But,  surely,  can  we  not 
insist  that  at  least  the  two  Presidential  candidates  cam- 
paign more  safely  (and,  not  incidentally,  more  sanely) 
by  a  greater  use  of  television  studios  to  talk  to  people 
and  less  use  of  public  rallies  and  parades  and  handshaking? 

If  men  have  the  sense  to  be  President,  and  are  the  selec- 
tion of  their  party  for  the  race,  isn't  it  about  time  that  they 
cooperate  and  collaborate  in  safeguarding  their  lives? 
This  certainly  would  show  more  respect  for  the  respon- 
sibility they  bear  to  those  who  pick  them. 

Democracy  cannot  be  operative  when  bullets  have  as 
much  to  do  with  determining  the  winner  as  ballots.  I 
think  we  are  at  the  point  of  maturity  in  this  country 
where  people  would  admire  a  man's  guts  if  he  didn't 
unnecessarily  risk  spilling  them. 


HE  SHOULDA  STAYED  IN  VERMONT 


By  a  single  switched  vote,  the  Senate  Public  Works 
Committee  decided  to  prohibit  the  use  of  any  of  the  $5 
billion  in  highway  funds  for  urban  transportation  needs, 
such  as  subways  and  rapid  rail  systems. 

With  most  of  the  nation's  population  living  and  work- 
ing in  the  growing  megalopolises,  the  asininity  of  con- 
tinuing to  sanctify  gasoline  tax  revenues  only  for  high- 
ways to  and  in  cities  that  have  no  room  for  them  has  been 
recognized  by  the  Nixon  Administration. 

With  cities  threatening  to  forbid  private  cars  in  choked 
streets,  new  modem  mass  transportation  systems  are  a  must. 


A  bill  merely  to  allow  states  who  want  to  use  their  part 
of  Federal  Transportation  Funds  for  such  purposes  failed 
to  come  out  of  committee  when  Vermont's  Republican 
Senator  Robert  StafiFord  ovemight  switched  his  vote. 

The  reason  he  gave?  "I  come  from  a  rural  state,  you 
know."  And  here  all  the  time  we  thought  he  was  a 
United  States  Senator. 

Thus,  thanks  in  major  measure  to  Robert  Stafford,  more 
and  more  of  Vermonters'  growing  Federal  income  taxes 
will  go  to  meet  problems  that  could  have  been  met  from 
existing  gasoline  taxes. 
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ELECTING  JUDGES  IS  UTTER  FOLLY 


I  cannot  conceive  of  a  worse  way  than  determining  by 
elections  who  shall  be  state  and  local  judges.  In  New  York 
State,  as  well  as  38  others,  even  Supreme  Court  Justices  are 
elected,  and  most  run  again  after  six  to  ten  years. 

From  limited  personal  experience  and  limitless  observa- 
tion, I  am  as  aware  as  surely  everyone  else  must  be  of  the 
pressures  and  obligations  that  are  involved  in  winning  (or 
losing,  for  that  matter)  public  oflBce.  Wheeling  and  dealing 
and  paying  and  collecting  and  truth  and  hypocrisy  and 
evasion  and  squaring  circles  are  the  day-in  and  day-out 
routine  of  those  who  would  be  mayors  and  councilmen 
and  aldermen  and  assemblymen  and  state  legislators  and 
congressmen  and  governors  and  presidents.  From  that 
crucible  we  get  more  good  men  than  bad;  but  as  proving 
ground  for  judges,  it's  about  as  relevant  as  how  many  pie- 
eating  contests  they've  won. 

A  judge  should  not  owe  his  judgeship  to  his  ability  to 
machinate  with  bosses  and  protesters,  minorities  and  ma- 
jorities, paid  campaign  workers  or  the  unpaid  ambitious. 


His  robes  and  his  Bench  should  not  be  at  the  beck  or  the 
recall  of  voters  aroused  by  the  positions  taken  by  one 
party  or  the  other  on  Vietnam,  on  welfare,  on  unem- 
ployment or  the  like. 

The  system  whereby  presidents,  governors,  top  elected 
officials  appoint  judges  subject  to  approval  by  the  upper 
legislative  body  has  proven  for  a  long  time  to  be,  over 
all,  the  wisest  way  to  fill  the  Bench. 

Sijre,  there  are  some  politics  involved— acquaintance 
with,  or  at  least  avoiding  the  ire  of,  one's  federal  or  state 
senator;  often  a  record  of  Party  participation;  and,  best  of 
all  from  the  viewpoint  of  the  job  seeker,  friendship  with 
the  appointing  executive  or  his  closest  aides. 

But  governors  as  well  as  presidents  have  long  come  to 
know  that  they  gain  more  by  prestigious  appointments  to 
the  Bench  than  by  choosing  hacks  who  hack  it  up  where 
justice  and  a  knowledge  of  law  are  required. 

The  sooner  those  still  electing  judges  stop  doing  so, 
the  better  for  all  concerned. 


EVERY  ONCE  IN  A  WHILE 


Every  once  in  a  too-great  while,  someone  comes  up 
with  an  idea  of  such  simpUcity,  common  sense  and  huge 
dollar  savings  that  it  positively  takes  your  breath  away. 

AT&T  recently  produced  one  such.  By  urging  people 
who  move  to  cut  the  cord  and  take  the  telephone  with 
them,  the  company  will  save  up  to  $300  milUon  annually 


and  cut  nearly  in  half  the  time  telephone  servicemen 
spend  making  22  milHon  annual  disconnections,  and  en- 
able them  to  handle  26  million  new  installations  far 
more  promptly. 

Happiness  and  joy  all  around. 

Anyone  else  got  a  bright  idea? 


IRON  BARS  DO 

Without  the  slightest  doubt,  the  worst  and  most  ex- 
pensive crime  in  terms  of  dollars  and  lives  throughout 
the  U.S.  is  our  prison  system.  Study  after  study  by  groups 
ranging  from  wardens  and  prison  administrators  to  ed- 
ucators and  psychologists  to  judges  and  police  chiefs  has 
agreed  with  near  unanimity  that  our  present,  incredibly 
costly  prison  system  achieves  almost  completely  the  op- 
posite of  its  goal  to  restore  the  punished  to  society  as 
good  citizens. 

The  dehumanized,  high  wall,  caged-animal  approach 
most  often  turns  back  a  more  skilled,  totally  embittered 
criminal  to  society.  Assorted  experts  on  the  subject  have 
estimated  that  this  maximum  security  approach  is  unnec- 
essary for  an  estimated  80%  of  the  individuals  commit- 
ted to  prison. 

You  may  recall  that  in  Richard  Nixon's  campaign  four 
years  ago  there  was  great  emphasis  on  law  and  order 
and  equal  emphasis  about  restoring  "strict  construction- 

THERE  IS  A  DIFFERENCE 

Between  getting  what  you  pay  for  and  what  you 
hope  for. 


A  PRISON  MAKE 

ism"  (whatever  that  is)  to  the  courts.  Yet  it  is  the  Presi- 
dent himself  and  his  selection  for  Chief  Justice  of  the  Su- 
preme Court,  Warren  Burger,  who  are  pushing  steadily 
to  reform  the  present  appallingly  unsuccessful  U.S.  penal 
system. 

No  one  would  associate  "coddling  criminals"  with  for- 
mer Attorney  General  Mitchell  or  present  Attorney  Gen- 
eral Kleindienst  or  with  California  Governor  Reagan.  Yet 
all  these  gentlemen,  who  are  most  familiar  with  the  con- 
tributions our  prisons  make  to  the  rise  in  crime  and  num- 
ber of  criminals,  are  making  or  inspiring  efforts  at  ma- 
jor reform. 

I  believe,  and  we  all  should  hope,  that  in  the  next 
four  years  the  seeds  of  change  now  planted  will  grow 
steadily  and  soundly.  The  hope  and  the  possibilities  are 
enormous  and  exciting  and  have  been  given  an  impetus 
by  the  Nixon  Administration  to  a  degree  that  it  is  un- 
likely any  other  could  have  achieved. 

I  GUESS  IT'S  GOOD 

That  people  almost  never  regret  having  bought  the 
things  they  couldn't  afford. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


Often  comments  by  others  se&d,  stimulate,  irritate,  amuse 
or  abuse  my  mind.  This  page  each  issue  will  contain  a 
few.  Which  verb  applies  to  what,  you  can  decide.— M.S.F. 


PRISONERS- 
PEOPLE  TOO? 


Our  prisons  take  men  and  women 
who  have  committed  a  crime  and 
mold  them  into  criminals.  A  distinc- 
tion must  be  made.  A  man  who  com- 
mits a  crime  does  not  necessarily  have 
crime  as  his  life-style.  All  sorts  of  per- 
sonal, economic  or  community  pres- 
sures might  have  provoked  the  ini- 
tial act  or  acts  against  society.  It 
is  the  prison  which  makes  criminal 
behavior,  manipulation  and  machina- 
tions against  society  part  of  the  man's 
permanent  makeup. 

—David  Rothenberg,  of  the  Fortune 

Society,  which  helps  parolees  find 

employment. 

It  is  not  for  humanitarian  reasons 
alone  that  we  must  reform  the  sys- 
tem. It  is  for  our  own  safety.  We 
have  never  faced  up  to  the  fact  that 
most  convicts  will  someday  be  re- 
leased from  the  hellholes  we  call  cor- 
rectional institutions.  They  come  out 
more  bitter,  more  disturbed,  more 
antisocial,  and  more  skilled  in  crime 
than  when  they  went  in. 

—James  R.  Hoffa. 

European  criminologists  agreed 
this  week  that  there  was   no   sharp 


Italian  Premier  Giulio  Andreotti 
heads  a  troubled  country  at  a  critical 
juncture.  ^ 

Italy's  once  vibrant  economy  has 
been  stagnant  for  three  years.  Her 
gargantuan  bureaucracy  is  practically 
nonfunctioning.  Expectations  raised 
but  unfulfilled  by  the  now-dormant 
economic  "miracle"  have  led  to  seri- 
ous social  unrest.  Italy's  political  sys- 
tem, like  that  of  pre-Gaullist  France, 
breeds  chronic  government  instability. 
And  now  Italy  is  on  the  eve  of  crit- 
ical major  labor  negotiations.  The  lack 
of  success  in  these  negotiations  in 
1969  led  to  interminable  strikes,  huge 
wage  increases— and  deep  recession. 
Another  such  "hot  autumn"  and  Italy 
could  well  undergo  a  fundamental  po- 
litical and  economic  transformation. 

Faced  with  such  problems  and  ob- 
stacles, shy,  serious  Andreotti  is  given 
small  chence  for  survival  and  success, 
despite  a  keen  intellect  and  an  even 
keener  political  mind. 

Interviewed  in  his  oflRce,  Andreotti 
forcefully  denies  any  intention  of  de- 
valuing the  lira,  pointing  out  that 
Italy  has  a  strong  reserve  position  and 


difference  between  criminals  and  oth- 
er people.  "What  makes  a  person  a 
criminal,"  one  of  them  reported,  "is 
not  the  fact  that  he  has  committed  a 
crime— because  noncriminals  also  have 
done  that— but  the  fact  that  he  has 
been  caught,  tried,  convicted  and 
punished."  New  approaches  to  crime 
and  punishment  were  urged  by  a  con- 
ference of  heads  of  criminological  in- 
stitutions in  14  countries  meeting  at 
the  Council  of  Europe.  It  was  stressed 
that  the  very  concept  of  what  is  a 
crime  was  changing  rapidly,  and  dif- 
fered from  country  to  country  and 
from  one  social  group  to  another.  .  .  . 
—The  Netv  York  Times,  dateUned 
Strasbourg,  France. 

California  is  moving  faster  and  far- 
ther than  any  other  State  in  attempts 
to  reform  its  penal  system.  .  .  .  Send- 
ing fewer  people  to  prison  in  the  first 
place  is  a  key  element.  Fewer  than 
10%  of  those  convicted  of  felonies  are 
being  imprisoned.  Expanded  use  of 
probation  for  first  offenses  has  re- 
duced the  State's  prison  population 
to  about  20,000-a  drop  of  30% 
since  1969.  .  .  .  Today  a  convict  is 
granted  a  parole  hearing  within  six 
months  of  entering  confinement.  If  he 
can  present  an  acceptable  program 
of  rehabilitation,  he  is  given  a  ten- 


ITALY'S  ANDREOTTI 

a  balance-of -payments  surplus  as  well. 

Domestically,  Andreotti  puts  a  high 
priority  on  reorganizing  and  reviving 
the  depressed  housing  industry  and 
reforming  Italy's  notoriously  loopholed 
tax  system. 

He  does  not  believe  that  union 
power  need  mean  economic  instabil- 
ity and  recession.  "I  think  and  I  be- 
lieve labor  will  deal  in  a  more  tran- 
quil, quiet  way,"  he  says.  "There  was, 
for  example,  supposed  to  be  a  great 
railway  strike.  We  got  in  touch  with 
the  union  and  the  strike  was  avoided." 
He  puts  great  store  in  Italy's  new 
autonomous  regional  governments  as 
an  antidote  to  the  strangulating  na- 
tional bureaucracy.  But  will  these 
new  organs  get  the  necessary  funds 
from  Rome?  "Yes,"  replies  Andreotti 
firmly.  "Certainly." 

Andreotti  is  also  anxious  to  pre- 
serve some  free  enterprise  in  Italy.  To- 
day 55%  of  the  Italian  economy  is 
state  controlled.  When  asked  if  the 
continuing  pace  of  nationalization  and 
state  control  was  inevitable,  Andreot- 
ti's  response  was  emphatic:  "We  are 
against  it."  His  desire  is  not  made 


tative  parole  date. . . .  On  the  na- 
tional average,  about  half  the  ex- 
convicts  released  on  parole  wind  up 
back  behind  bars.  But  last  year  Cal- 
ifornia experienced  a  record  low  rate 
of  30%  returnees— 19%  for  violating 
conditions  of  parole  and  11%  con- 
victed of  new  crimes.  .  .  . 

-17.S.  News  &  World  Report. 

.  .  .  On  the  theory  that  the  isolation 
of  prisons  is  one  of  their  biggest  weak- 
nesses, many  critics  have  proposed 
putting  groups  of  convicts  into  rela- 
tively small  quarters  in  ordinary  resi- 
dential areas.  .  .  .  The  community  cen- 
ters have  a  relatively  relaxed  atmos- 
phere, and  officials  help  the  inmates 
get  full-time  jobs.  In  the  Atlanta  ex- 
periment, the  men  average  $3.49  an 
hour  at  jobs  ranging  from  heavy-equip- 
ment operator  to  gas  station  man- 
ager, and  they  each  pay  $4  a  day  for 
their  room  and  board.  Every  man 
shares  the  clean-up  chores  and  lives 
in  a  double  room,  most  of  which  have 
air  conditioners  and  TV  sets.  Visitors 
of  either  sex  are  allowed  eveiy  evening 
until  10  p.m.  .  .  .  The  centers  can 
point  to  a  long-term  success:  North 
Carolina  pioneered  in  such  centers 
15  years  ago,  now  has  63,  and  they 
boast  a  recidivism  rate  of  less  than 
2%.  .  . .  —Time  magazine. 


any  easier  by  the  ironic  fact  that, 
thanks  to  the  recession,  "There  are 
many  private  owners  who  would  like 
to  be  bought  by  the  state." 

As  to  his  government's  slender  ma- 
jority, Andreotti  points  out  that  19 
"urgent"  reform  laws  were  passed  by 
parliament  during  his  administration 
with  majorities  greater  than  that  of 
his  coalition. 

Andreotti  describes  himself  as  a 
"reformer,  a  gradual  reformer."  View- 
ing Italy's  past  economic  progress  and 
present  problems,  he  says:  "When  I 
began  my  career  as  a  politician,  I  re- 
member that  there  was  one  car  for 
every  130  inhabitants.  Now  there  is 
one  for  every  four,  and  those  who 
don't  have  a  car  aren't  as  patient  as 
those  who  do." 

Having  spent  most  of  his  life  in 
politics,  Andreotti  knows  the  neces- 
sity of  flexibility.  Despite  his  fragile 
position,  he  does  not  give  the  impres- 
sion of  being  a  man  who  will  hang 
on  for  the  sake  of  hanging  on.  He 
has  ability  and  a  program— with  luck, 
he  might  get  the  time  and  the  tools 
to  implement  it.         —M.S.  Forbes  Jr. 
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Manufacturers  Hanovei; 
The  leasing  supermarket 


For  multi-million  dollar, 
tax-sheltered  leveraged 
leasing ...  or  middle 
market  leasing . . . 
Manufacturers  Hanover 
has  an  experienced  team 
of  leasing  specialists  which 
can  put  together  virtually 
any  leasing  package  for 
your  company— imagina- 
tively and  quickly. 

Leveraged  Leasing 

MHT  is  doing  big  things  in  leveraged 
leasing,  a  financing  vehicle  now  widely 
accepted  as  a  highly  attractive  and  frequently 
less  expensive  alternative  to  direct  debt. 

Recently,  for  example,  Manufacturers 
Hanover  leased  a  fleet  of  747's  to  one  major  air- 
line and  several  1011  Tri  Stars  to  another.  For 
offshore  oil  well  drilling  equipment  we  have 
committed  nearly  $60  million. 

Middle  Market  Leasing 

But,  unlike  many  other  major  banks,  MHT 
also  offers  "middle-market"  leasing. 

Through  our  new  affiliate.  Manufacturers 
Hanover  Leasing  Corporation,  businessmen  in 


all  50  states  can  obtain 
straight  lease  financing- 
ranging  from  $500,000  to 
$5  million,  over  periods  of 
4  to  10  years.  On  such  equip- 
ment as  business  aircraft,  small 
and  medium  size  computer  sys- 
tems, machine  tools  and  heavy 
industrial  equipment,  and  process 
control  systems. 

Marketing  Lease 

For  manufacturers  who  deal  with  companies 
having  small  dollar  equipment  requirements. 
Manufacturers  Hanover  offers  the  "marketing 
lease,"  through  which  several  pieces  of  relative- 
ly inexpensive  equipment  are  consolidated  into 
a  single  master  lease. 

Lease  Management  Service 

And,  for  our  correspondent  banks  nationwide, 
we  also  have  a  lease  management  service. 


Whatever  your  leasing  needs,  talk  to 
Manufacturers  Hanover — where  leasing  isn't 
just  another  bank  service — it's  an  entire  cor- 
poration, staffed  by  leasing  experts  who  work 
at  nothing  else.  Call  them  at  (212)  350-4567. 


MANUFACTURERS  HANOVER 


Forbes 


Power  to  the  NASD! 


The  way  things  are  going,  NASD  may  end  up  more  powerful  than  the  NYSE.  Or  the 
SEC.  First  there  was  0-T-C,  then  the  NASDAQ.  Here  comes  variable  life  insurance! 


Not  so  long  ago  the  National  As- 
sociation of  Security  Dealers  was  a 
little  country  cousin  to  the  great  New 
York  Stock  Exchange.  The  country 
cousin  is  fast  catching  up  with  the 
Big  Board  both  in  size  and  in  status. 

The  NASD  is  made  up  of  some 
4,300  firms  and  nearly  200,000  regis- 
tered representatives  who  sell  unlisted 
stocks,  mutual  fund  shares  and  vari- 
able annuities.  It's  a  private  organiza- 
tion, but  Congress  has  vested  it  with 
some  quasi-governmental  powers  in 
order  to  regulate  over-the-counter  se- 
curity markets. 

The  NASD  has  jurisdiction  over 
the  new  computerized  over-the-count- 
er market  system,  NASDAQ  (the  AQ 
stands  for  automated  quotation).  The 
NASD  is,  like  the  NYSE,  self-regulat- 
ed, with  the  Securities  &  Exchange 
Commission  reserving  only  general  su- 
pervisory authority. 

Now  the  NASD  seems  about  to 
take  over  another  huge  new  area  of 
the  securities  business,  one  still  in  its 
early  stages.  This  is  variable  life  in- 
surance. Unlike  a  variable  annuity, 
the  new  variable  life  policy  would  al- 
ways pay  out  a  minimum  face  amount; 
but  the  actual  payout  could  be  great- 
er depending  on  the  performance  of 
its  portfoho.  Variable  life  could  be 
the  mutual  funds  of  the  future. 

NASD's  NASDAQ  system  has 
brought  big  changes  to  the  over-the- 
counter  market.  It  trades  3,340  issues 
ranging  irom  Bank  of  America,  An- 
heuser-Busch and  American  Express 
down  to  local  department  store  shares. 
NASDAQ's  8-million-share  average 
daily  volume  exceeds  that  of  the  Amex 
and  ten  regional  exchanges  combined. 

On  top  of  that,  the  NASD  started 
up  its  National  Clearing  Corp.  late 
in  1971  ^o  speed  up  stock  transfer 
operations  in  the  New  York,  Boston 
and  PBW  (Philadelphia-Baltimore- 
Washington)  exchange  areas.  In  ad- 
dition, the  1970  Investor  Insurance 
Law  passed  by  Congress  empowered 
the  NASD  to  collect  $33  million  for 
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Mack/in  of  NASD 


the  general  fund  from  its  4,300  mem- 
ber iBrms  as  well  as  to  apply  tougher 
surveillance  and  net  capital  standards. 
Power  had  come  to  the  NASD  mainly 
because  it  had  no  place  else  to  go. 

"Our  principal  mission  has  been  and 
will  be  to  develop  the  best  market 
available  for  over-the-counter  stocks," 
says  Gordon  S.  Macklin,  44,  the 
NASD's  president.  "And  the  definition 
of  O-T-C  is  any  investment  vehicle 
not  listed  on  an  exchange." 

Are  variable  life  policies  such  a  se- 
curity? Insurance  executives  have  long 
since  dropped  the  argument  that  vari- 
able life  is  more  an  insurance  than  a 
securities  vehicle  and  therefore  should 
not  be  regulated  by  any  federal  agen- 
cy. They  have  also  discarded  the  no- 
tion that  the  insmance  industry  could 
start  up  its  own  self-regulatory  asso- 
ciation. The  handwriting  on  the  wall 
points  directly  to  the  NASD,  where 
the  insurance  industry  is  well  repre- 
sented. In  the  past  few  years  insurance 
companies  have  been  flocking  to  sign 
their  agents  up  as  active— and,  more 
important,  as  dues-paying— members 
of  the  NASD.  Today,  over  half  of 
the  NASD's  nearly  200,000  total 
members  are  insurance  agents. 

The  SEC  apparently  sees  no  prob- 
lem in  handing  over  regulation  of  vari- 
able life  to  a  privately  funded  agency 
dominated  by  the  men  who  will  be 
selling  the  product.  Says  G.  Bradford 
Cook,  the  SEC's  recently  named  di- 
rector of  markets  regulation:  "There's 
no  doubt  that  if  it  had  the  manpower, 
the  SEC  would  be  more  aggressive  or 
tougher  in  the  O-T-C  area  than  any 
self-regulatory  body.  This  is  why 
Moss  [SEC  critic  Representative  John 
E.  Moss  (Dem.,  Calif.)]  has  said  we 
ought  to  increase  our  staff  by  15%  a 
year.  But  this  is  going  to  be  a  bad 
budget  year  coming  up,  and  we'll  be 
lucky  to  get  a  5%  increase.  That  will 
just  have  to  go  for  the  work  we  have 
on  hand  already.  We  certainly  don't 
have  anything  set  aside  for  the  vari- 
able area.  Frankly,  we  haven't  focused 
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Gordon  MackI'm  is  a  former 
McDonald  &  Co.  executive 
and  rabid  Cleveland  Browns 
fan  who  left  it  all  behind  to 
quarterback  the  NASD  to 
new   stature   in    Washington. 


on  that  question  in  our  budget  ses- 
sions for  the  upcoming  fiscal  year. 
The  way  you  ask  the  questions  really 
puts  a  bug  in  my  ear.  Perhaps  we 
ought  to  go  back  and  reconsider  our 
budget  needs. 

"The  realities  of  the  situation,"  Cook 
adds,  "point  to  compromise.  The 
NASD  is  going  to  have  to  do  the  best 
it  can  on  a  day-to-day  basis.  And 
when  they  get  out  of  line,  the  Com- 
mission always  has  the  power— through 
the  lifted  eyebrow  or  through  direct 
action— to  straighten  them  up." 

The  NASD's  Macklin  argues:  "Our 
record  as  a  self-regulatory  body  is  as 
good  as  or  better  than  that  of  any  of 
the  exchanges.  That  has  helped  the 
O-T-C  market,  and  the  growth  there 
has  increased  the  NASD's  stature." 

Macklin  contends  that  NASD's  re- 
cent venture  in  drafting  rules  for 
oil,  gas  and  real  estate  funds  pro- 
vides a  good  model  for  the  associa- 
tion's move  into  variable  life.  "The 
logic  points  to  one  regulatory  body 
in  the  O-T-C  area,"  he  says.  "One 
organization  with  one  set  of  rules  is 
the  only  way.  The  exchanges  have 
their  job  and  we  have  ours." 

But  oil  and  gas  and  real  estate  ven- 
tures don't  have  the  potential  impact 
of  variable  life.  Both  Congress  and 
the  SEC  are  going  to  hear  a  good 
deal  more  on  this  issue.  ■ 
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Lazarus 

What's  this?  Western  Union  arising  from  the  s/c/r  bed  after  a  25-year 
convalescence?  You've  heard  that  before?  This  time  it  may  be  for  real. 


O.K.  So  there  aren't  any  vultures  cir- 
cling over  the  aging  Western  Union 
building  on  Manhattan's  Lower  West 
Side.  But  don't  say  the  company  is 
cured  at  last.  Not  again.  Not  after 
a  convalescence  that  has  dragged  on 
for  some  25  years  now.  No,  Chair- 
man Russell  W.  McFall  isn't  really 
saying  quite  that.  He  measures  his 
words  rather  carefully. 

"You  might  say  we're  through  the 
creative  high-risk  period,"  replies  Mc- 
Fall coolly.  "Now  we're  in  the  expan- 
sion period." 

We  ask  McFall  how  this  statement 
squares  with  WU's  much-publicized 
problems.  What  about  that  survey  of 
WU's  117  New  York  City  area  branch 
offices  that  the  New  York  State  Pub- 
lic Service  Commission  released  in 
April?  They  uncovered  793  days  of 
nonscheduled  closings;  equipment  out 
of  service  over  "very  extensive  and  nu- 
merous periods,"  and  they  noted  "a 
tremendous  failure  to  complete  calls 
on  Valentine's  Day."  Things  were  so 
bad  that  a  Candygram  bought  by  the 
Commission  itself  for  delivery  on  Val- 
entine's Day  still  hadn't  been  delivered 
38  days  later. 

And  what  about  those  unfunded 
pension  costs?  According  to  WU's  lat- 
est prospectus,  they  total  $365  mil- 
lion. This  adds  up  to  about  $30  a 
share.  Won't  that  have  to  come  out 
of  future  earnings? 

And  what  about  all  that  debt?  Mc- 
Fall raised  it  from  $167.5  million  at. 
the  start  of  1965,  when  he  became 
president,  to  $467  million  in  1971— al- 
most equal  to  stockholders'  equity  of 
$488  million.  Not  to  mention  stock  of- 
ferings totaling  $236  million.  In 
March,  for  the  second  quarter  in  a 
row,  the  banks  wouldn't  let  WU's 
telegraph  company  subsidiary  add 
any  more  debt. 

Nevertheless,  here  was  WU  spend- 
ing $325.7  million  on  plant  and 
equipment— over  seven  times  its  cash 
flow  last  year  of  $43.5  million.  And 
WU  had  just  gone  through  a  57-day 
strike  that  knocked  its  earnings  down 
from  $23.4  million  to  $13.8  million. 

So  why  does  McFall  say  the  "crea- 
tive high-risk  period"  is  a  thing  of 
the  past? 

What  It's  All  About 

McFall  lights  his  cigarette  and  pro- 
ceeds to  outline  his  solutions  to  the 
problems  one  by  one.  "The  pension 
plan  is  a  weak  spot,  but  it's  one  we're 
taking  care  of,"  he  says.  "We  put  a 
cap  on  it  in   1969  by  fully  funding 


both  current  service  and  the  interest 
on  past  service.  Now  we're  still  about 
85%  unfunded  and  the  figure  is  fairly 
high.  But  there  aren't  that  many  peo- 
ple near  retirement  age  now.  Our  em- 
*:  ployment  went  down  nearly  4,200 
people  last  year  from  over  23,000, 
and  we'll  probably  go  down  another 
2,500  or  3,000  this  year." 

The  nice  part  about  these  payroll 
cutbacks,  McFall  goes  on,  is  that  for 
the  most  part  they  reduce  pension 
liabilities.  "As  these  people  leave,  they 
have  the  option  of  taking  severance 
pay,"  he  explains,  "and  this  means 
we  have  no  future  pension  liability 
with  them.  We  haven't  recomputed 
our  unfunded  pension  liability  since 
1970  to  reflect  these  substantial  re- 
ductions in  employment  because  we 
knew  there  would  be  further  reduc- 
tions this  year  and  next.  But  our  lia- 
bility has  already  decreased  consider- 
ably and  will  decrease  even  more." 


What  if  it  doesn't  work?  Mc- 
Fall was  asked  as  the  $60- 
million  WU-designed  com- 
puter switch  at  Middletown, 
Va.  was  a-building.  "We'll 
have  the  largest  goddam 
hamburger  stand  in  the  state 
of     Virginia  I"     he     replied. 


The  pension  law  now  before  Con- 
gress would  probably  require  Western 
Union  to  step  up  its  funding  of  the 
pension  plan.  What  about  that?  we 
ask.  "We've  calculated  funding  it  over 
a  40-  to  45-year  period,  which  is  what 
it  will  come  down  to,  and  the  impact 
on  earnings  just  isn't  all  that  great," 
says  McFall.  "We're  over  the  hump 
on  that  one." 

Nor  is  Western  Union  strapped  for 
cash,  he  goes  on.  "We  just  floated  a 
$125-million  debenture  issue;  we've 
paid  off  all  our  short-  and  medium- 
term  bank  loans;  we've  paid  Bell  the 
rest  of  the  payment  on  the  TWX  pur- 
chase; and  we  don't  have  any  com- 
mercial paper  out.  We're  in  a  very 
liquid  cash  position.  The  reason  it 
looked  bad  at  the  end  of  last  year  is 
that  our  earnings  were  way  down  be- 
cause of  the  strike.  And  borrowing 
calculations  are  based  on  earnings." 

The  main  point,  of  course,  is  that 
McFall  correctly  saw  that  lenders 
would  assess  Western  Union's  borrow- 
ing capacity  as  they  would  a  utility, 
though  he  doesn't  like  Western  Union 
to  be  called  a  utility. 

Three  Things 

That  insight  enabled  him  to  make 
what  he  calls  his  toughest  decision. 
"Back  in  1965  we  were  essentially  a 
company  that  made  its  living  on  tele- 
grams, a  business  that  was  declining 
at  around  10%  a  year  in  every  civilized 
country  in  the  world.  We  concluded 
we  wanted  to  be  big  in  data  com- 
munications and  that  that  meant  three 
things:  1)  a  national  transmission  sys- 
tem; 2)  a  variable-band-width  switch; 
and  3)  a  store-and-forward  computer 
switch.  Each  of  which  was  going  to 
cost  hundreds  of  millions  of  dollars.. 
It  also  meant  that  we  had  to  com- 
pletely revise  the  management  ranks 
of  the  company." 

Today,  six  years  later.  Western 
Union  has  just  about  completed  Mc- 
Fall's  ambitious  program,  more  than 
doubling  its  total  capital  investment 
in  the  process.  Says  McFall:  "We  have 
a  national  microwave  transmission  sys- 
tem, and  we've  just  placed  orders  for 
three  satellites  to  expand  our  trans- 
missiottv'services.  We're  testing  a  vari- 
able-band-width switching  system, 
built  by  Siemens,  right  now,  and  we'll 
have  our  first  production  unit  in  ser- 
vice at  the  first  of  next  year." 

As  for  the  store-and-forward  com- 
puter, McFall  says  Western  Union 
has  the  world's  largest  one  "loading 
up  nicely"  in  Middletown,  Va.,  and 
will  soon  have  another  in  the  Mid- 
west. By  March  Western  Union  will 
have  two  more  central  telephone  cen- 
ters like  its  present  facility  in  Water- 
town,  N.J.,  so  that,  in  theory,  "you 
can  dial  Western  Union  24  hours  a 


Costly  gadgets,  these  computers  and  satellites.  How  long  can  Western 
Union  keep  buying  them?  "You  could  ask  that  almost  any  year,"  says  Mc- 
Fall. "The  day  we  stop  spending  capital  is  the  day  we  stop  growing." 


day,  seven  days  a  week,  anywhere  in 
the  U.S.  and  we'll  answer  you  by 
the  third  ring,"  as  McFall  puts  it. 

What  about  that  Candygram  the 
New  York  State  Commission  sent  a 
few  months  ago  that  still  wasn't  de- 
livered 38  days  later? 

"We're  in  a  transition  phase,"  says 
McFall,  clearly  unperturbed  by  a 
question  he  has  fielded  a  dozen  times 
recently.  "About  40%  of  our  public 
messages  are  still  not  going  through 
the  computer.  But  they  will  be  by  the 
end  of  the  year.  We're  going  to  get 
complaints  on  the  old  system  in  the 
meantime." 

Forbes  steered  the  conversation 
back  to  the  satellites  McFall  had  men- 
tioned. WU  doesn't  know  whether  it 
is  going  to  get  permission  to  put  them 
up.  There  are  seven  other  companies, 
including  RCA  and  AT&T-Comsat, 
that  would  like  to  do  the  same.  Won't 
all  that  competition  at  least  have  the 
effect  of  knocking  the  profit  out  of 
WU's  existing  microwave  system,  for 
example,  which,  after  all,  is  the 
backbone  of  the  company? 

"Well,  it's  going  to  mean  that  mi- 
crowave won't  grow  as  fast  as  it  oth- 
erwise would  have,  but  it's  still  going 
to  grow,"  replies  McFall.  "And  don't 
forget,  satellites  are  just  transmission. 
The  big  market,  we  think,  is  the  av- 
erage user,  who  wants  transmission 
plus  switching  plus  data  manipula- 
tion—end-to-end service.  It's  like  an 
interstate  highway.  You  still  have  to 
have  all  the  access  roads.  And  we've 
got  them  all." 


No,  there  are  no  vultures  hovering 
over  WU.  It  has  a  brand-new  plant 
and,  now  that  some  of  it  is  working 
as  planned,  the  financing  is  coming  a 
little  easier.  McFall  shrewdly  capi- 
tahzed  on  the  fact  that  mighty  AT&T 
couldn't  possibly  drive  WU  out  of 
business  for  antitrust  reasons.  And 
that  the  U.S.  Government,  which  pro- 
vides almost  a  fourth  of  WU's  busi- 
ness, couldn't  possibly  let  it  go  under. 
Not  with  the  Defense  Department, 
the  FBI,  the  Federal  Reserve  Banks 
and  the  General  Services  Administra- 
tion all  heavily  plugged  into  its  ser- 
vices. But  when  will  it  all  come  down 
to  the  bottom  line?  Western  Union's 
4.4%  return  on  equity  over  the  past 
five  years  is  the  lowest  of  the  43  big- 
gest utilities  in  the  country. 

"That's  just  the  point,"  McFall  re- 
plies. "We  have  a  young  plant,  and 
with  a  young  plant  your  rate  of  re- 
turn tends  to  be  depressed.  You  can't 
charge  your  first  customers  what  it 
really  costs,  so  you  assume  an  average 
life  for  the  facilities  and  an  average 
volume,  and  you  price  on  the  basis  of 
a  regulatory  rate  of  return.  Earn- 
ings are  bound  to  improve." 

That  is  the  major  flaw  in  McFall's 
case:  The  earnings  aren't  yet  in  hand. 
So  far  this  year  earnings  have  not 
quite  recovered  to  their  $23.5  mil- 
lion prestrike  1970  level. 

But  say  this  for  Russ  McFall.  West- 
em  Union,  since  1965,  has  done  more 
than  just  survive.  It  has  laid  the 
groundwork  for  a  recovery  that  hasn't 
yet  but  could  well  pay  off.  ■ 
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Gasoline  at  $1  a  Gallon? 


What  the  energy  crisis  means,  quite  simply,  is  that  the  cost  of  heating  your 
home,  driving  your  car  and  manufacturing  your  goods  is  going  to  go  up,  way  up. 


\ 


Energy  is  about  to  replace  ecology 
as  the  pet  of  Washington  politics. 
This  means  there  will  be  flurries  of 
action  amid  snowstorms  of  rhetoric  in 
the  coming  months  over  the  energy 
crisis,  which  is  the  name  given  to  the 
fact  that  the  U.S.  is  running  out  of 
cheap  fuel  resources.  It  is  already 
certain  that  this  winter  there  will  not 
be  quite  enough  gas  to  meet  all  in- 
terstate supply  contracts— which  main- 
ly means  that  those  who  contracted 
for  interi-uptible  gas  supplies  may  have 
to  shut  down  the  plant  for  a  few  hours 
on  some  cold  days. 

The  longer-run  situation  is  serious. 
New  long-term  gas  supply  contracts 
are  unheard  of.  The  oil  import  bill, 
now  at  $4  billion,  is  growing  so  fast 
that  it  threatens  in  this  decade  to 
become  a  monster  tilting  the  U.S. 
balance  of  payments  into  a  perma- 


nent and  probably  unbearable  deficit. 

Meanwhile  environmental  objec- 
tions hold  back  new  supplies  of  oil 
and  gas  from  Alaska,  and  are  partly 
responsible  for  the  delay  in  drilling 
for  gas  supplies  on  the  Atlantic's  out- 
er continental  shelf. 

Is  relief  anywhere  in  sight?  There 
are  signs  the  Administration  and  Con- 
gress are  girding  themselves  at  last  to 
try  to  remedy  the  wasteful  way  U.S. 
fuel  supplies  are  used  and  priced. 
However,  the  price  of  energy  is  so  po- 
litically sensitive  that  pricing  a  gallon 
of  gasoline  or  a  thousand  cubic  feet 
of  natural  gas  on  pure  economic 
grounds  is  not  realistically  possible. 
Instead,  the  politicians  can  only  al- 
low the  prices  of  fuels  to  rise  slowly, 
and  in  a  patchwork  way,  so  as  not  to 
throw  whole  sections  of  the  electorate 
into  a  flaming  rage. 


For  the  American  public  has  come 
to  take  for  granted  the  relatively  low 
cost  of  its  energy  supplies.  Take  gaso- 
line for  the  car.  Even  at  40  cents  a 
gallon,  Americans  pay  less  than  half 
^what  Europeans  pay  for  gasoline.  The 
debate  in  the  U.S.  over  the  oil  deple- 
tion allowance  is  always  put  in  terms 
of  the  allowance's  effect,  or  lack 
thereof,  on  exploration  for  new  sup- 
plies of  oil:  No  one  ever  describes 
the  depletion  allowance  as  a  subsidy 
that  holds  down  the  retail  price  of  a 
gallon  of  gas— which  in  a  sense  it  is. 
Without  that  subsidy,  gasoline  at  U.S. 
pumps  might  reach  the  $1  a  gallon 
it  costs  in  Europe.  With  that  sub- 
sidy Americans  can  drive  their  eight- 
cylinder  behemoths  every\vhere,  shun- 
ning what  little  mass  transit  exists. 
Trucks  carry  the  freight  and  the  rail- 
roads decline.  Question:  What  would 


Sugar-Coat/ng  for  Pollution  Control 

Call  it  a  loophole,  call  it  a  subsidy,  call  it  legitimate  financing, 
the  pollution  control  bond  is  getting  to  be  very  big  business. 


Industrial  revenue  bonds  are  back. 
They're  back  as  a  kind  of  federal  sub- 
sidy for  corporate  spending  on  anti- 
pollution equipment. 

A  few  years  ago,  industrial  revenue 
bonds  were  in  the  doghouse.  Top  in- 
vestment houses  refused  to  handle 
them.  The  problem  was  that  small 
communities,  especially  in  the  South, 
were,  in  effect,  using  their  right  to  sell 
tax-exempt  bonds  as  a  lure  to  big 
corporations.  It  was,  to  put  it  mildly, 
a  questionable  use  of  a  local  govern- 
ment's borrowing  power.  So  much  so 
that  in  1968  Congress  put  a  $.5  million 
ceiling  on  the  bonds.  The  market, 
which  had  boomed  in  the  mid-Sixties, 
promptly  dried  up. 

Now  the  market  is  gushing  again. 
It  started  with  the  clamor  over  the  en- 
vironment. Where  was  the  money 
coming  from  to  clean  it  up?  Eureka! 
When  Congress  clamped  down  on  in- 
dustrial revenue  bonds,  it  exempted 
bonds  for  pollution  control  facilities 
from  the  ceiling.  A  pollution  control 
issue  could  be  as  big  as  anyone  wanted 
it  to  be.  At  first,  however,  the  Internal 
Revenue  Service  balked,  smelling  a 
revenue  loss  if  gobs  of  new  tax-exempt 
bonds  were  floated.  But  last  summer 
IRS  got  the  commanding  word  from 
the  White  House:  Let  those  bond 
issues  get  through. 


The  White  House  apparently  acted 
because  it  wanted  to  give  businessmen 
some  good  news  at  a  time  when  most 
of  the  news  was  bad:  devaluation, 
price  controls,  a  huge  federal  deficit. 
Taking  the  hint,  the  IRS  released  spe- 
cific guidelines  and  the  rush  was  on. 
In  the  last  four  months  of  1971,  $.380 
million  worth  of  tax-free  pollution 
control  bonds  hit  the  market.  The 
biggest  Wall  Street  investment  houses 
are  in  on  the  boom,  with  First  Boston, 
Goldman  Sachs  and  Blyth  Eastman 
Dillon  taking  the  lead. 

Why  are  the  bonds  so  popular?  For 
a  very  simple  reason.  The  tax-free 
feature  makes  them  attractive  to  in- 
vestors. It  enables  corporations,  in  ef- 
fect, to  borrow  money  at  the  munici- 
pal bond  rate  rather  than  at  the  cor- 
porate rate. 

They're  tax-exempt  bonds,  just  as 
municipals  are,  issued  by  local  gov- 
ernments. But  the  money  doesn't  build 
roads  and  schools.  It  builds  a  pollu- 
tion control  facility  at  a  new  or  exist- 
ing plant. 

Ordinary  tax-exempt  bonds  are  ser- 
viced out  of  tax  revenues.  Industrial 
revenue  bonds  are  serviced  by  leasing 
the  new  facility  to  the  owner  of  the 
plant.  The  local  government  is  simply 
a  middleman;  it  is  the  corporation 
that  gets  the  real  use  of  the  money. 


Sometimes  it  adds  up  to  very  big 
money  indeed. 

How  big? 

"I  see  Goldman  Sachs  and  Blyth 
Eastman  Dillon  and  ourselves  with 
two-thirds  of  the  market,"  says  Alvin 
y.  Schoemaker,  First  Boston's  vice 
president  for  public  finance.  "This  year 
that  should  range  between  $500  mil- 
lion and  $7.50  million.  It  should  go  up 
to  $1  billion  next  year  and  keep  right 
on  going  towards  a  $2-billion  mar- 
ket through  1975." 

"Al  Schoemaker  said  that?"  asks 
Blyth  Eastman  Dillon's  vice  president 
for  municipal  investments,  James  Lopp. 
"Well,  we  will  have  a  laugh  over 
drinks  on  that  some  night.  Some  $500 
million  to  $750  million  for  this  year, 
and  I  think  that's  about  right.  But 
I  said  $1.5  billion  for  next  year,  and 
that  might  be  low.  From  there?  It 
depends  on  whether  the  rules  change 
or  not.  I  do  see  companies  spending 
on  pollution  on  into  the  1980s,  and  if 
all  the  factors  arc  there,  the  financing 
will  be  there." 

"It's  an  attractive  veliide  because 
it's  the  cheapest  money  around  right 
now,"  explains  Goldman  Sachs  Vice 
President  Charles  M.  Ilarmon.  "We 
just  (lid  a  pollution  control  issue  for 
Ford  for  $25  million  al  5.3'i,  com- 
pared with  the  usual  7%  bond  rate. 
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happen  at  $1  a  gallon  for  gasoline? 

So  too  with  natural  gas,  which  pro- 
vides almost  half  of  all  the  energy  for 
U.S.  industiy,  and  heats  and  cools 
more  homes  than  any  other  fuel.  Nat- 
ural gas  in  the  interstate  market  is 
regulated  by  the  Federal  Power  Com- 
mission, which  sets  26  cents  per  thou- 
sand cubic  feet  (mcf)  as  the  high- 
est price  at  which  gas  can  be  sold  to 
an  interstate  pipeUne  from  the  major 
producing  states  of  Texas  and  Louisi- 
ana. But  the  FPC  pricing  authority 
does  not  extend  into  the  intrastate 
market  in  those  states— where  new  gas 
is  currently  bringing  above  40  cents 
per  mcf.  Not  surprisingly,  much  of 
the  new  gas  is  being  sold  in  the  intra- 
state market  to  utilities  and  to  petro- 
chemical complexes. 

Meanwhile,  the  FPC  tries  with  one 
ad  hoc  device  or  another  to  lure  gas 
into  the  interstate  system.  The  latest 
ploy  went  into  effect  last  month.  Un- 
der it  a  producer  can  sell  gas  to  an 
interstate  pipeline  at  a  price  above 
the  officially  regulated  levels  if  the 
FPC  approves  his  application  on  the 


basis  of  public  necessity— in  short,  bu- 
reaucratic rather  than  economic  pric- 
ing. But  the  other  solution  for  the  gas 
shortage  is  even  stranger.  The  FPC 
is  being  asked  to  approve,  and  is  ap- 
proving, imports  of  liquefied  natural 
gas  from  Algeria.  Supplies  of  the  Al- 
gerian gas  will  land  on  the  U.S.  East 
Coast  at  a  price  of  91  cents  per  mcf. 
Even  in  Algeria,  the  price  is  going  to 
be  46  cents.  The  highest  U.S.  area 
price  set  by  the  FPC  for  conventional 
supplies  is  26  cents,  remember,  and 
new  gas  in  Texas  is  going  for  40  cents. 

Energy  Alfernatives 

But  a  recognition  is  dawning  in 
Washington  that  this  bizarre  sit- 
uation cannot  long  endure.  The  Senate 
has  commissioned  its  own  study  of  the 
fuels  and  energy  situation,  trying  at 
last  to  come  up  with  an  energy  policy 
for  the  U.S.  An  interim  paper  on  na- 
tural gas  will  be  handed  up  this  fall. 
It  will  recognize  that  present  and  past 
inaction  cannot  continue,  that  the 
price  of  natural  gas  will  have  to  be 
made  economically  more  realistic.  The 


next  Congress  is  sure  to  see  legislative 
efforts  to  bring  this  about. 

The  Office  of  Emergency  Prepared- 
ness, part  of  the  White  House  com- 
plex, has  just  completed  a  study  of 
how  the  U.S.  can  conserve  energy 
use.  It  deals  with  alternatives  in  the 
use  of  fuels,  recommending  such 
things  as  greater  insulation  for  houses, 
use  of  solar  energy,  more  mass  transit, 
greater  use  of  railroads— yes,  railroads 
—for  freight  and  passengers.  But  the 
study  also  recognizes  that  its  recom- 
mendations will  mean  little  unless  the 
prices  of  current  fuels  are  raised. 

Only  a  change  in  the  economics  of 
America's  extravagant  heating  and 
air-conditioning,  for  example,  will 
bring  about  the  new  world  where 
builders  will  increase  insulation  rath- 
er than  skimp  on  it.  Only  higher 
priced  gas  will  make  a  company  think 
more  about  alternative  energy  sources 
for  a  new  plant.  The  fact  that  Wash- 
ington, however  reluctantly,  is  now 
paying  attention  to  the  energy  prob- 
lem means  the  rest  of  the  country  will 
soon  have  to.  ■ 


We've  found  the  savings  to  run  Di 
to  1%.  percentage  points.  Before  1968, 
you  could  go  as  high  as  2*2%  savings. 
My  main  concern  now  is  what  hap- 
pens  to  the   market   after  the    1975 


deadline  for  most  of  the  pollution 
standards.  Most  companies  are  catch- 
ing up  now  with  their  existing  plants' 
pollution  control  needs.  After  that's 
done,  I  wouldn't  be  surprised  if  the 


IDBs  INTO  PCBs 

Congress  closed  the  Industrial  Development  Bond  loophole  a  few  years 
ago,  but  since  then  industry  has  rushed  into  the  gap  that  remained  with 
Pollution  Control  Bonds. 
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market  should  drop  back  to  around 
$500  million." 

Blyth  Eastman  Dillon's  Lopp  points 
out  that  pollution  control  bonds  have 
more  than  low  interest  rates  going  for 
them:  "A  capitalized  debt,  such  as  the 
lease  on  one  of  these  pollution  con- 
trol facilities  from  a  local  government, 
can  be  given  constructive  ownership 
treatment.  The  company  can  take  de- 
preciation on  it,  use  the  accelerated 
depreciation  [ADR]  the  Government 
put  in  last  summer,  take  the  invest- 
ment tax  credit  as  well  as  interest  de- 
ductions. So  you  get  a  cash  flow  bene- 
fit, lower  interest,  and  in  many  cases 
you're  exempt  from  property  and  sales 
taxes  because  you  don't  own  it  really." 

What  about  the  Treasury,  which, 
in  effect,  foots  the  bill?  Says  the  Trea- 
sury's tax  legislation  counsel,  John  C. 
Richardson,  "We're  viewing  this  with 
mild  alarm,  but  we  don't  plan  any- 
thing now.  The  Environmental  Pro- 
tection Agency  is  unable  to  forecast 
for  us  what  the  leal  level  of  spending 
for  pollution  control  by  industry  is 
going  to  be,  so  we  can't  project  what 
the  revenue  loss  from  these  tax  ex- 
empts is  going  to  be.  We  don't  plan 
anything  now.  But  we  will  be  up  on 
Capitol  Hill  all  next  year  on  tax  mat- 
ters, and  it  won't  be  too  hard  to  do 
something  if  the  situation  gets  out  of 
hand."  The  problem  seems  to  be  that 
the  Government  itself  is  ambivalent. 
On  the  one  hand  it  wants  pollution 
controlled.  On  the  other,  it  doesn't  like 
to  see  new  loopholes  open  in  the  tax 
structure.   ■ 
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Sinking  Feelings 
in  the  Land  of  tiie  Rising  Sun 

Ttie  easy  picfdngs  are  gone,  and  Japanese  businessmen  are  plenty  worried. 


From  the  mid-Sixties  on,  Japan  feast- 
ed on  world  trade,  biting  into  juicy 
markets,  chewing  up  competitors  and 
washing  it  all  down  with  cascades  of 
foreign  exchange.  But  the  feast  is  al- 
most over.  It's  time  for  Japan  to  push 
itself  away  from  the  trade  table. 

There's  no  doubt  about  it:  Japan 
earned  her  prosperity,  with  hard 
work,  high-quality  goods  and  low 
prices.  Its  foreign  reserves  of  roughly 
$20  billion  did  not  come  easy,  nor  did 
its  worldwide  trade  surplus— $7.5  bil- 
lion for  1972  {vs.  a  deficit  of  $7  bil- 
lion for  its  chief 
trading  partner,  the 
U.S.). 

But  the  question 
is  not  one  of  value 
or  of  justice,  but  of 
simple  self-interest: 
Japanese  prosperity 
is  threatening  the 
prosperity  of  both 
the  U.S.  and  West- 
em  Europe.  The 
Europeans  are  de- 
termined to  keep  the 
Japanese  out.  Peri- 
od. The  Ameri- 
cans, having  already 
forced  a  17%  reval- 
uation on  the  yen, 
are  determined  to 
force  the  Japanese 
either  to  sell  us  less 
or  buy  more  from 
us.  Or  both.  Japanese-U.S.  relations 
are  no  longer  a  question  of  diplomacy, 
but  of  simple  arithmetic:  This  year 
the  Japanese  will  buy  around  $5  bil- 
lion worth  of  goods  from  us,  sell  us 
$8.5  billion. 

Uneasy  Seaf 

Behind  Japan's  mask  of  confidence 
and  efficiency  lies  a  mind  in  torment. 
The  rules  of  international  trade  are 
changing,  and  Japan  must  transform 
itself  from  nationalistic  trader  to  mul- 
tinational investor,  a  role  it  is  unpre- 
pared to  play.  Now  some  economists 
are  quietly  predicting  a  swift  decel- 
eration of  both  Japan's  trade  growth 
and  its  gross  national  product  growth 
from  11%  to  5%  a  year  by  the  late 
Seventies.  In  halting  English,  a  man- 
aging director  of  huge  Hitachi  Ltd., 
Japan's  General  Electric,  admits:  "It's 
time  for  us  to  think  multinational.  But 
first  we  must  become  international." 

Worldwide    pressure    is    mounting 


on  Japan:  The  U.S.  is  making  loud 
noises  about  another  10%  to  12%  yen 
revaluation  to  balance  trade  (from 
308  to  around  275  yen  to  the  dollar). 
Last  year's  17%  shift  (from  360)  wiped 
out  Japanese  price  advantages  over 
such  key  U.S.  products  as  small  cars, 
tube-type  televisions  and  transistor 
radios.  The  Japanese  had  to  raise 
prices  here,  and  survived  by  rewrit- 
ing their  sales  pitches  from  price  to 
quahty.  But  a  second  revaluation, 
even  a  narrow  one,  could  force  price 
increases   that   neither   the   Japanese 


©  Punch 
Japanese  whisky  was  bad  enough,  but  now  they're  actually 
selling  something  called  Japanese  whisky." 


manufacturers  nor  the  American  buy- 
ing public  would  be  able  to  swallow. 
A  U.S.  Commerce  Department  ofiBcial 
in  Tokyo  says:  "Another  revaluation 
could  knock  all  but  the  best  Japa- 
nese manufacturers  right  out  of  the 
U.S.  market." 

What's  more,  revaluation  is  far 
from  the  only  protectionist  wind 
a-blowing.  There  are  Treasury  De- 
partment investigations  of  "dumping" 
and  of  export  subsidies;  the  quota- 
filled  Burke-Hartke  bill;  "voluntary" 
curbs  on  textile  and  steel  from  Japan; 
the  Defense  Department's  recent  ban 
on  purchasing  foreign-made  ball 
bearings  and  on  and  on. 

At  the  August  U.S. -Japan  summit 
in  Hawaii,  the  U.S.  sought  sweeping 
Japanese  reforms  to  balance  trade  by 
1974,  but  got  only  window  dressing. 
Japan's  newly  elected  premier  Kakuei 
Tanaka  pledged  $1.1  billion  in  "emer- 
gency purchases,"  mostly  advance 
payments  for  aircraft,  enriched  ura- 


nium and  grain  that  Japan  intended 
to  buy  all  along.  The  U.S.  still  will 
post  its  fifth  straight  annual  trade  def- 
^  icit  with  Japan— about  $3.5  billion,  up 
from  last  year's  $3.2  billion.  Faced 
with  the  inevitable,  the  Japanese  are 
stalling  for  time. 

After  the  summit,  Tanaka  repeated 
his  promise  that  the  yen  would  not  be 
revalued  a  second  time.  Yet,  for 
months  now,  Japan's  major  trading 
companies  and  manufactxu"ers  have 
been  quietly  keeping  their  internal 
books  at  275  yen  to  the  dollar. 

Seeing  its  U.S. 
trade  imperiled,  Ja- 
pan had  hoped  to 
recapture  in  Europe 
whatever  it  lost 
here.  However,  its 
swift  initial  pene- 
tration of  West  Ger- 
many has  triggered 
wdde  fear  and  re- 
sentment (  Forbes, 
Dec.  15,  i97J).  The 
Common  Market  is 
now  insisting  on  the 
right  to  restrict 
any  Japanese  import 
that  "disturbs"  any 
European  market. 
Apparently  Italian 
automakers  are  al- 
ready disturbed. 
That  country  is  lim- 
iting Japan  to  1,000 
auto  imports  per  year.  All  of  which 
leaves  Nissan  (Datsun)  Motors'  man- 
aging director,  Masataka  Okuma,  for 
one  at  least,  shaking  his  head  and 
moaning:  "Why  are  those  Europeans 
so  nationalistic?" 

Also,  a  number  of  Asian  and  Afri- 
can countries  are  making  waves.  Last 
year  Japan  netted  $2.2  billion  in  for- 
eign exchange  from  Asian  countries, 
which  can  hardly  afford  the  drain;  if 
current  trade  patterns  hold,  in  1980 
it  will  collect  four  times  as  much. 
Though  Asian  countries  in  particular 
are  dependent  on  Japanese  trade,  the 
chronic  imbalance  is  incentive  enough 
for  those  countries  to  demand  con- 
cessions—like more  aid,  processing 
plants  and  assembly  lines.  The  aim  is 
to  force  Japan  to  help  local  businesses 
compete  against  their  l)cnefactors  in 
the  world  markets. 

"The  cycle  has  already  bcgtm," 
says  one  Japanese  executive.  "The 
British  taught  us  how  to  make  cheap 
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textiles,  and  then  we  knocked  them 
oflF.  Then  we  taught  Hong  Kong  and 
Korea;  now  they  are  knocking  us  off." 

Meanwhile,  the  Japanese  them- 
selves, especially  the  younger  genera- 
tion, have  begun  questioning  their 
past  dedication  to  economic  growth 
at  any  cost.  Workers  are  saying  to 
hell  with  the  GNP  and  winning  15% 
to  17%  annual  raises;  they  are  boycot- 
ting artifically  expensive  goods  and 
demanding  much  more  government 
spending  to  improve  the  country's 
horrendous  housing,  rotten  roads  and 
poisonous  air  pollution.  Peering  down 
from  his  23rd  story  office,  an  execu- 
tive told  Forbes:  "Two  or  three  days 
a  year,  the  air  is  so  dirty  that  I  can't 
see  the  street." 

Can't  Japan  simply  convert  some 
plant  capacity  from  export  produc- 
tion to,  say,  domestic  housing?  Easier 
said  than  done.  We  cut  defense 
spending,  but  how  many  of  our  idle 
aerospace  plants  turn  out  housing? 

Moreover,  it's  doubtful  Japan  can 
satisfy  social  wants  without  raising 
taxes.  No  other  capitalist  nation  has 
managed  it.  And  higher  taxes  would 
hurt  Japan.  Until  now  its  low  taxes, 
along  with  scant  military  and  welfare 
spending,  has  given  its  business  a  big 
edge.  The  merging  of  all  these  prob- 
lems signals  for  Japan  the  end  of  a 
highly  successful  era  and  the  begin- 
ning of  a  highly  uncertain  one. 

Yes,  We  Have  No  Consensus 

Something  must  be  done  to  bal- 
ance trade  and  to  reduce  Japan's  ex- 
change reserves  by  at  least  $6  billion 
to  start.  But  what?  That's  a  big  ques- 
tion for  a  country  whose  basic  foreign 
policy  for  over  a  decade  was  expan- 
sion of  its  trade  at  any  cost. 

Even  before  Premier  Tanaka's  sur- 
prise election  this  summer  compound- 
ed the  political  uncertainties,  the  bu- 
reaucracy was  splintered.  Put  sim- 
ply, the  powerful  Ministry  of  Finance 
wanted  to  open  Japan  to  foreign  in- 
vestors and  borrowers,  under  careful 
supervision,  of  course.  The  Ministry 
of  International  Trade  &  Industry 
frowned  on  that,  argued  for  more  di- 
rect oveiFseas  investments,  chiefly  in 
natural  resources.  The  Ministry  of 
Foreign  Affairs,  on  the  other  hand, 
urged  Japanese  manufacturers  to  es- 
tablish theniselves  around  the  globe. 

Once  a  compromise  strategy  is 
ironed  out-and  don't  hold  your 
breath  waiting— the  bureaucracy  will 
spend  months  adopting  various  invest- 
ment inceiitives  for  their  companies. 
Besides  the  usual  low-interest  loans 
and  special  tax  breaks  that  exporters 
get,  MITI  is  also  considering  insur- 
ance against  U.S.  labor  strikes— and 
even  wilder  schemes.  A  high  MITI  of- 
ficial told  Forbes  in  Japan:  "We  are 
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thinking  of  allowing  our  companies 
to  take  over  Japanese  workers  to  their 
U.S.  factories.  How  would  your  coun- 
try react  to  that?"  When  the  reporter 
stared  back  in  disbelief,  the  official 
quickly  added:  "Don't  write  that  idea 
down.  Nothing  is  decided  yet." 

Today,  without  a  consensus,  Japan 
has  only  $4  billion  invested  abroad 
{see  chart,  p.  31 )  compared  with  $80 
billion  by  the  U.S.  In  the  meantime, 
surpluses  are  piling  up  in  dollars,  un- 
wanted, unneeded  and  largely  un- 
used. To  make  a  dent  in  them,  Japa- 
nese estimate  they  will  invest  $22  bil- 
lion more  overseas  by  1980. 

Where  will  all  that  money  go? 
There  are  five  chief  possibilities: 

1)  Foreign  aid.  Japan,  like  most 
countries  today,  grants  aid  that  must 
be  spent  on  its  own  goods.  Now  de- 
veloping countries  are  urging  Japan 
to  remove  the  strings  and  expand  its 
aid  to  2%  of  its  gross  national  product, 
or  a  projected  $1  billion  to  $1.6  bil- 
lion in  1980.  Fat  chance.  It's  hard  to 
imagine  Japan's  official  development 
assistance  going  beyond  half  that. 

2)  World  financing.  The  world 
wants  Japan  to  become  a  major  in- 
ternational center.  In  the  last  few 
weeks  Tokyo's  commercial  banks  have 
loaned  around  $400  million  long-term 
to  IBM,  Chrysler  Corp.  and  other  for- 
eigners. Also,  brokers  just  sold  $11 
million  of  shares  in  Merrill  Lynch, 
Pierce,  Fenner  &  Smith,  Inc.  and  plan 
a  $20-million  offering  of  General 
Telephone  &  Electronics  this  month. 
So  Japan  is  bending,  but  slowly. 

3)  Foreign  securities.  Many  Japa- 
nese consider  this  the  best  way  to  in- 
vest abroad.  Others  aren't  so  sure. 
Some  feel  that  Japanese  companies 
may  simply  be  better  investments  than 
U.S.  firms;  by  and  large,  Tokyo  price/ 
earnings  ratios  are  lower  despite  Ja- 
pan's roaring  bull  market.  Others 
question  the  wisdom  of  investing 
heavily  in  companies  where  they 
could  have  only  a  minimal  say  in 
policy.  Furthermore,  fear  of  a  second 
revaluation  gives  all  the  Japanese  sec- 
ond thoughts:  Just  as  another  reval- 
uation would  cheapen  U.S.  goods  in 
terms  of  the  yen,  so  would  it  cheapen 
U.S.  stockholdings. 

As  of  January  Japan  held  a  paltry 
$94  million  worth  of  foreign  securi- 
ties. But  the  pace  is  quickening.  Jap- 
anese net  purchases  of  U.S.  blue-chip 
stocks  and  bonds— 80%  of  its  total  for- 
eign buying— topped  $154  million  in 
the  first  six  months  of  this  year.  That 
total  could  hit  $100  million  a  month 
late  next  year.  The  next  step,  in  1975 
or  so,  would  be  direct  purchases  by 
corporations.  An  MOF  official  says: 
"In  the  long,  long  future  Sony  may 
buy  Magnavox,  something  like  that." 

4)  Natural  resources.  Over  the  next 
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New  Alliances?  President  Nixon  beamed  when  he  met  Chairman  Mao 
ihis  year.  Bui  he  didn't  look  quite  so  happy  discussing  trade  last 
month   with   Japan's  Premier  Kakeui  Tanaka.   Quite   a   switch,   isn't  it? 


eight  years,  Japan  may  pour  around 
$7  billion  into  joint  ventures  seeking, 
say,  oil  from  Siberia  and  the  Mideast 
and  iron  ore  from  Brazil,  in  an  effort 
to  secure  control  over  one-third  of  its 
raw  materials  in  the  Eighties.  These 
billions  will  flow  mostly  to  developing 
countries,  though  Japan  wants  to 
joint-venture  a  $l-billion  uranium  en- 
richment facility  in  the  U.S. 

In  any  event,  the  Japanese  will  be 
buying  plenty  of  one  U.S.  resource- 
real  estate  for  both  farming  and  invest- 
ment. Mitsui  &  Co.,  the  giant  trader, 
is  about  to  export  pork  to  Japan  from 
its  huge  hog-breeding  farm  in  Illinois. 
And  the  Mitsubishi  Estate  Co.,  which 
owns  two  Hawaiian  hotels,  has  teamed 
with  Morgan  Stanley  &  Co.  to  invest 
$200  million  here  perhaps  partly  by 
building  houses.  "We  can  make  bigger 
profits  on  Japanese  land,"  says  Mitsu- 
bi.shi's  senior  managing  director  Aki- 
hiko  Mino,  "but  we  are  preparing  for 
the  long  run." 

5)  Overseas  factories.  All  the 
trends— world  protectionism,  less 
growth  at  home,  higher  Japanese 
wages,  even  increased  shipping  costs 
—are    driving    manufacturers    toward 


assembling  where  they  sell.  Those 
with  new  U.S.  plants  include  Matsu- 
.shita  Electric  (maker  of  Panasonic 
products),  Sony  and  \\K5  Corp. 
Burnham  &  Co.'s  savvy  Peter  Itoh 
says:  "Japanese  with  sophisticated 
products  have  no  alternative.  And 
the  worse  I'.S.  protect  oiiism  gets,  the 
more  they'll  be  forced  to  build  facto- 
ries here  to  get  hehin  1  the  wall.  An 
investment  boom  is  coming." 

Which  of  [he  five  p  lints  routes  will 
bring  the  most  money  to  the  U.S.?  A 
goo.l  guess  for  iion'.  at  least,  is  that 
the  top  three  will  be  stocks,  real  es- 
tate and  assembly  plants. 

Missing  Ingredients 

Behind  the  bureaucratic  haggling 
and  iffy  projections  lies  this  basic 
worry:  Japanese  business  is  ill-pre- 
pared for  the  multinational  era. 

After  43  frantic  days  abroad  this 
spring,  members  of  a  special  govern- 
ment study  group  returned  to  Japan 
convinced  that  multinational  corpora- 
tions need  lots  of  capital,  a  technolog- 
ical edge,  superior  marketing  and 
nimble  management.  That's  bad  news 
for  Japan.  Capital  the  Japanese  have 


—or  can  get  from  their  banks.  But  its 
average  companies  lack  at  least  three 
requirements,  and  even  its  best  are 
missing  at  least  one. 

Although  there  are  notable  excep- 
tions, like  Panasonic's  parent  Matsu- 
shita Electric  and  Toyota,  to  this  day 
Japanese  business  still  buys  far  more 
technology  than  it  develops,  and  finds 
marketing  as  fathomable  as  alchemy. 
And  as  Japanese  products  become  ever 
more  complex,  traditional  trading 
company  marketing  (Forbes,  May 
1 )  becomes  ever  more  unreliable. 

Then  there  is  the  fourth,  and  most 
important,  multinational  requisite- 
nimble  management.  Japan's  manage- 
ment system  has  worked  well  up  to 
now.  However,  it's  a  unique  approach, 
marked  by  unabashed  paternalism, 
near  lifetime  employment,  promotion 
by  seniority,  decisions  by  group  con- 
sensus and  mandatory  retirement  at 
55  for  all  but  a  few  at  the  top.  Can 
this  odd  system  be  transplanted  around 
the  world?  Will  the  Brazilians  in  Bra- 
zil be  as  happy  under  it  as  the  Japa- 
nese in  Japan?  Or  will  consensus  crum- 
ble and  dissension  reign? 

Fearing  the  worst,  the  Japanese 
have  yet  to  test  their  system  in  the 
multinational  arena.  Except  for  NMB, 
a  tiny  ball  bearing  company,  to 
Forbes'  knowledge  all  the  top  men 
at  U.S.  branches  are  Japanese  serving 
two-  to  five-year  hitches— "like  U.S. 
soldiers  abroad,"  as  one  Japanese  puts 
it.  The  highest  U.S.  executives  are  vice 
presidents,  often  in  charge  of  market- 
ing, and  there  is  a  high  turnover. 

"I  would  like  to  be  replaced  by  an 
American,"  says  a  Japanese  who  heads 
a  huge  operation  here,  "but  my  com- 
pany's leaders  in  Tokvo  are  very  old. 
They  will  not  do  it."  His  leaders,  and 
all  other  senior  Japanese,  are  reluctant 
to  hire  foreigners  for  two  reasons. 

"The  biggest  problem,"  a  Japanese 
executive  here  told  Forbes,  "is  ran- 
greech."  "What's  that?"  the  reporter 
asked.  "See,  I  just  showed  you.  It's 
ranpreech,  1-a-n-g-u-a-g-e." 

ITT's  Howard  Van  Zandt,  who  just 
retired  after  27  years  in  Japan,  says: 
"That's  what  slowed  them  down  in 
Europe,  all  those  different  languages. 
As  for  English,  only  100,000  speak  it 
fluently  and  only  50  are  fully  bilin- 
gual." So  how  do  you  hire  a  man  for  a 
top  job  when  he,  quite  literally, 
doesn't  speak  your  language? 

This  "rangreech"  barrier  is  com- 
poimded  by  a  more  critical  element- 
Japan's  centuries-old  distrust  of  for- 
eigners. On  their  island,  i.solated  from 
other  peoples  and  cultures,  thi'  Japa- 
nese always  found  strangers  shocking 
and  often  troublesome.  Remember 
Commodore  Perry  and  his  gunboats? 
Thus  the  old  saying  still  heard  today: 
"Treat  a  stranger  as  a  thief." 
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Friday  afternoon.  We  were  amazed  when  first  replies  came  on  Monday. 

"Results  were  so  good  we  now  use  Mailgrams  whenever  we  need  to  get 
fast  action  supporting  our  1972  campaign." 

A  Mailgram  is  a  written  message  sent  electronically  by  Western  Union 
and  delivered  by  the  United  States  Postal  Service  the  next  business  day 
It  works  this  way:  Western  Union  receives  your  message.  Then  flashes  it  by 
Zip  Code  over  our  computer  network  to  a  post  office  near  your  addressee. 
Received  by  a  special  printer,  it  is  put  in  a  distinctive  Mailgram  envelope  and 
delivered  with  first  class  mail.  Next  business  day  delivery  is  assured. 

You  can  send  Mailgrams  anywhere  in  the  48  contiguous  States  in  three 
basic  ways:  all  Telex  and  TWX  users  can  transmit 
them  directly  to  our  computer  for  75  cents  plus 
pulse  or  time  charges.  Also,  in  most  north- 
eastern states  anyone  can  now  phone 
Mailgrams  into  \/\festern  Union.  The  public 
charge  is  only  $1.60  for  100  words. 

And  if,  like  the  Republican  National 
Committee,  you  want  to  send  hundreds  or 
thousands  of  messages  simultaneously,  we  can  handle  that  too  by  putting 
your  computer  taped  addresses  and  text  directly  into  our  Mailgram  computer 

Mailgram  is  part  of  a  growing  family  of  Western  Union  services  called 
"electronic  data  communications."  EDC  for  short. 

These  services  also  include  TWX,  Telex,  Datacom,  private  wire  systems 
and  a  range  of  computer-oriented  transmission  facilities. 

Regardless  of  your  company's  size,  we  offer  ways  to  help  you 
communicate  more  effectively  For  details  contact  your  Western  Union 
Telegraph  Co.  sales  representative  or  Mr  Kendall  J.  Mau       i^U  ^J 
at  60  Hudson  Street,  New  York,  N.Y  10013.  Telex  12-7251.  ojEstErn  union 

Western  Union's 
"electronic  data  communications" 

The  most  useful  business  tool  since  computers. 


•«.  I  Mi.  ir^coan  f.  « 
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Now  available: 
the  computer  team 

behind  this 
Western  Union  system, 


(see  preceding  pages) 


"We^  using  it 

to  stay  in 
the  White  House." 


nriKkvncdftj  cotTvnincflfons 


The  new  computerized  communications 
service  of  Western  Union  and  the  U.S.  Postal 
Service  is  Mailgrams. 

They  are  automatically  routed  by  zip 
code  and  can  be  accepted  from  over  80,000 
Telex  and  TWX  terminals  by  a  part  of  Western 
Union's  central  ized  computer  system.  This  is 
one  of  the  most  sophisticated  real-time 
computer  systems  in  the  world,  with  a  capacity 
of  500,000  messages  a  day. 

This  complex  was  designed  and 
engineered  by  a  Western  Union  subsidiary, 
Teleprocessing  Industries,  Inc.  ("Telepro- 
cessing" combines  telecommunications  — 
movingdata— with  electronic  data  processing.) 

Teleprocessing  Industries  now  offers  its 
services  to  business  and  industry.  In  addition 
to  communications  expertise,  we  provide 
information  services.  That  is,  we  deliver 
information  in  the  time,  place  and  form  that 
meets  your  needs.  Users  include  banks, 
warehouses,  distributors,  stockbrokers  and 
common  carriers. 

Perhaps  we  can  help  you,  too.  While  we 
are  equipped  to  handle  the  most  complex 
data  communications  and/or  information 
services  assignments,  we  are  eager  to  tackle 
the  problems  of  small  systems  as  well. 

For  more  information,  please  call  our 
president,  Robert  Finney,  at  201-529-4600. 
Or  write  for  our  brochure,  "Data  on  Demand," 
to  Teleprocessing  Industries,  Inc.,  82  McKee 
Drive,  Mahwah,  New  Jersey  07430.  Telex: 
138953.  A  Western  Union  subsidiary. 

Western  Union's 
Teleprocessing  Industries,  Inc. 

We  teach  computers  how  to  communicate. 
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A  top  Japanese  executive  who  mar- 
ried an  American  abroad  was  quick- 
ly demoted;  another  was  expatriated. 
A  young  Japanese  told  Forbes:  "I 
don't  hke  the  U.S.  because  it's  filled 
with  different  kinCs  of  people,  Polish 
people,  Hungarians,  all  kinds.  I  like 
Japan  where  everybody  is  the  same." 

The  man  who  wants  to  be  replaced 
by  an  American  said  facetiously:  "The 
only  advantage  to  having  all  Japanese 
executives  is  the  salary  you  save.  My 
American  marketing  man  gets  twice 
as  much  as  me."  Becoming  serious,  he 
added:  "Japan  is  afraid  an  American 
president  would  overstep  his  author- 
ity imder  our  system.  But  Tokyo  must 
bend  to  become  tmly  multinational." 

Seated  in  Daiwa  Securities'  oniate 
boardroom  in  Tokyo,  youthful  Manag- 
ing Director  Yoshitoki  Chino  said: 
"My  company  will  hire  a  foreign  man- 
ager soon.  When?  Within  ten  years." 

At  Home  on  the  Range 

To  see  just  what  Japan's  multina- 
tional pioneers  are  in  for,  take  the 
case  of  Mitsubishi  Aircraft  Interna- 
tional Inc.,  which  has  been  assem- 
bling business  airplanes  in  San  Angelo, 
Tex.  since  1964. 

In  bleak  postwar  Japan,  the  once- 
proud  maker  of  the  Zero  fighter  over- 
hauled cars  and  buses— anything  to 
keep  its  superb  engineering  staff  in- 
tact. That  determination  paid  off  in 
1960  when  the  engineers  designed  a 
revolutionary  turboprop  aircraft, 
ideal  for  the  U.S.  business  market. 

Since  oxer  95%  of  the  $400,000 
planes  were  for  the  U.S.  anyway,  the 
companx  decided  on  U.S.  assembly  to 
save  on  parts  and  shipping.  But  the 
plane  proxed  too  complex  for  the 
Mitsubishi  Trading  Co.  to  sell,  and 
none  of  the  logical  U.S.  distributors, 
like  Cessna  and  North  American, 
would  tackle  the  untried  craft.  Final- 
ly Mitsubishi  hooked  up  with  Mooney 
Aircraft,  a  Texas  light-plane  maker. 

Sales  xvent  noxvhere.  "We  monitored 
the  assembly  of  our  MU-2  turboprops," 
says  Plant  Manager  Makoto  (Mike) 
Kuroiwa.  "But  hoxv  do  you  monitor 
marketing?"  Then  after  two  top  Moon- 
ey men  xvere  indicted  for  fraud,  Mit- 
subishi took  ox'er  in  1970.  "We  lost 
many  years,"  Aircraft  Manager  Tada- 
toshi  Suzuki  said  in  Tokyo.  "But  wc 
had  no  thought  to  quit.  Sony,  Pana- 
sonic and  Toyota  took  years  to  be  suc- 
cessful in  the  U.S.  too." 

There's  a  happy  ending.  Mitsubishi 
has  captured  .30%  of  today's  tmbo- 
prop  market.  Mitsubishi's  next  goal: 
a  full-sized  business  jet,  the  MU-3. 

So,  the  Japanese  are  in  for  some 
soul-wrenching  experiences— and  not 
all  will  haxe  such  happy  endings.  A 
Boston  banker  tells  of  urging  small- 
town   New    Englanders    to    welcome 
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Why  Dallas  is  the  place  in  the  Southwest. 

If  you're  doing  business  in  the  Southwest, 
expect  to  do  a  lot  more  soon.  Because  a  new  threshold 
of  growth  is  about  to  be  crossed  mid-way  between 
Dallas  and  Fort  Worth. 

Twenty  minutes  from  either  city,  the  world's 
largest  airport  will  open  in  July,  1973.  At  maturity,  it 
will  have  225  passenger  gates.  But  equally  significant 
are  200  planned  air  cargo  gates.  For  they  will  give 
the  giant  Dallas-Fort  Worth  Regional  Airport 
the  capabiUty  of  handling  as  much  cargo  as  any 
seaport  in  the  world. 

Why  First  National  is  the  bank  in  Dallas. 

First  in  Dallas  specializes  in  regional  banking 
services  for  national  and  international  corporations. 
For  70  of  Fortune  Magazine's  1 00  largest,  in  fact. 
Many  of  them  have  added  the  First  to  their 
bank  systems  for  the  same  reason  they  add  regional 
offices:  Control.  In  our  case,  control  of  cash. 

Starting  with  seven-day-a-week  postal  courier 
collections  and  over  700  regional  correspondent  banks, 
we  can  provide  receivable  collection  systems, 
data  transmission,  disbursements,  payroll  services, 
and  complete  credit  facilities. 

Why  you  should  talk  to  one  of  our  officers  now. 

it  takes  time  to  develop  a  banking  relationship. 
So,  we'd  like  to  start  now.  There's  more  to  tell  about 
First  National  Bank  in  Dallas.  And  about  the  growing 
Southwest.  Call  Senior  Vice  President  Bill  Breedlove 
at  (214)  749-4487.  Or  Ed  Townsend,  Senior  Vice 
President  for  National  Accounts,  at  749-4670. 


Adding  regional  service 
to  your  bank  system. 


Cash  Management  Specialists 
in  the  Southwest. 


fiist 

NATIONAL  BANK 

IN  DALLAS 


NOW  LEASING  IN  DALLAS:  the  56-story  First  International  BIdg.  for  occupancy  first  quarter  1974.  P.O.  Box  603  I,  Dallas.  Texas  75222. 


Member  FDIC 


You  can 

depend  on  a 

reservation 

as  much  in 

Savannah 

as  in 

San  Francisco 

That's  because  we  give  you  the 
same  kind  of  great  room 
everywhere.  A  quiet,  comfort- 
able room.  With  double  drapes. 
Convenient  desk  space. 
Bigger  beds.  Just  call  the 
Howard  Johnson's 
Motor  Lodge  nearest  you 
for  a  confirmed  reservation 
at  any  of  our  460  locations. 

Someone  you  know, 
wherever  you  go. 

A 


MOUJARD 

JownsonS 


MOTOR  LODGES  &  RESTAURANTS 


Association  with  the 
Whitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

full  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 

For  particulars  write: 

Mr.  D.  R.  Bullough 

7982  First  Security  Building 
Salt  Lake  City,  Utah  84111 
or  call  toll  free :  800-453  5301 


Whitney 

Harris 

financial 

Opporlunifies 

Group 

Established  and 
capitalized  by 

ITT 

International  Telephone 
and  Telegraph  Corporation 


Japanese  plants  for  tite  jobs  they 
would  create:  "They  didn't  cotton  to 
the  idea,"  he  said.  "New  Englanders 
don't  like  outsiders,  and  you  can't  get 
more  outside  than  the  Japanese." 

Even  sophisticated  Japanese  shud- 
der when  they  think  of  dealing  with 
U.S.  labor  unions.  Says  one:  "It's  this 
featherbedding,  this  antagonism  to- 
ward management,  these  restrictive 
work  iTjles.  We  don't  have  anything 
like  that  in  Japan." 

Under  the  circumstances,  who'  can 
blame  the  Japanese  for  vacillating? 
Yet  how  can  Japanese  business  elect 
business-as-usual  and  continue  piling 
up  massive  trade  surpluses— right  up 
to  the  day  its  products  are  banned  in 
Boston  and  Bangkok?  No  wonder 
leaders  of  the  old  growth  industries, 
like  autos  and  consumer  electronics, 
are  getting  nervous.  Like  it  or  not,  they 
will  soon  have  to  change  their  ways. 

Take  autos.  From  1965  to  1971 
industry  sales  increased  at  a  com- 
pound rate  of  22%  a  year.  Toyota  and 
Nissan  grew  even  faster,  until  today 
they  control  65%  of  the  4-million-unit 
domestic  market  and  over  80%  of  Ja- 
pan's 1.8  million  exports. 

Why  are  the  guys  at  Toyota  and 
Nissan  sweating?  According  to  pro- 
jections, the  overcrowded  and  over- 
polluted  home  market  is  slowing  down 
to  a  meager  4%  to  6%-  annual  growth 
rate.  Some  Japanese  already  like  to 
say  that  if  all  their  cars  tried  to  get 
on  their  roads  at  once,  they  wouldn't 
fit.  What's  more,  now  that  Isuzu  has 
teamed  with  General  Motors  and  Mit- 
subishi Motors  with  Chrysler,  the  two 
also-rans  (who  together  hold  12%  of 
the  market)  are  bound  to  be  more 
competitive,  as  will  Toyo  Kogyo  (8%) 
with  its  new  rotary-engined  Mazdas. 

But  can't  Toyota  and  Nissan  pick  up 
the  slack  by  exporting? 

Apparently  not.  Start  with  South- 
east Asia.  Each  claims  to  have  a  big 
future  there.  But  put  the  accent  on 
future.  Asked  about  prospects  in 
Southeast  Asia,  the  head  of  a  large 
Japanese  trading  company  replied 
sarcastically:  "Have  you  been  there?" 
Another  projected  growth  area  is  the 
Common  Market.  But  now  no-tres- 
passing signs  are  going  up  all  over 
Europe,  though  so  far  the  Japanese 
are  selling  fewer  than  300,000  units 
there.  The  long-range  answer  is  assem- 
bly inside  the  Common  Market.  This 
spring  Nissan  announced  plans  for  a 
pilot  plant  in  Ireland,  which  is  soon 
joining  the  Common  Market. 

What  about  the  old  reliable  U.S.A.? 
Today  Japanese  cars  are  as  costly  here 
as  Pintos,  Vegas  and  Gremlins.  What's 
worse,  U.S.  protectionism  is  so  viru- 
lent that  Toyota  and  Nissan  are  pur- 
posely curbing  their  sales  to  1971  lev- 
els in  a  desperate  effort  to  avoid  what 


Fujitsu  left  the  U.S.  last  year 
after  a  trading  company  failed 
at  marketing  its  computers. 
/f//   return    soon    on    its   own. 


Nissan's  Okuma  calls  "the  suicide"  of 
voluntary  quotas.  Toyota's  Executive 
Vice  President  Seisi  Kato  adds  ner- 
vously: "I  don't  like  to  see  any  Japa- 
nese exports  grow  any  more,  even 
color  TVs." 

But  smaller  Japanese  automakere 
like  Mitsubishi,  Honda  and  Mazda, 
with  little  to  lose,  are  aggravating  the 
situation  by  moving  at  full  tilt.  For 
example,  Mazda,  which  may  be  the 
Volkswagen  of  the  Seventies,  aims  to 
triple  its  U.S.  dealers  by  1975. 

Flat  sales  by  Toyota  and  Nissan 
may  not  be  enough.  A  U.S.  Com- 
merce Department  official  ir  Tokyo 
says:  "The  automakers  must  do  some- 
thing visible  to  counteract  the  visibil- 
ity of  their  products."  In  other  words 
—start  assembling  some  of  the  800,000 
vehicles  a  year  you  sell  us. 

The  Big  Two,  like  most  Japanese 
companies,  are  veiy  reluctant  to  go 
multinational.  Toyota,  whose  17  tiny 
assembly  plants  outside  Japan  account 
for  only  5%  of  its  total  output,  claims 
that  cars  made  here  would  cost  $500 
more  than  its  imports.  Nissan  is  con- 
sidering a  $30-million  pickup  truck 
plant  on  the  West  Coast  in  order  to 
win  friends  and  duck  a  high  25%  tariff. 
But  it  has  another  idea  to  bypass  the 
U.S.  It  may  opt  for  a  huge  auto  plant 
in  Canada  that  could  export  to  the 
U.S.  duty-free.  Says  Okuma:  "It  will 
take  years  to  decide." 

Japan's  $6.1 -billion  TV  and  appli- 
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Is  Ray  French  interviewing 
a  future  president 
of  Bethlehem  Steel? 


Could  be.  Ray  is  one  of  our  college 
relations  representatives  who  visit 
campuses,  interviewing  and  evaluating 
candidates  for  our  management  train- 
ing program. 

Perhaps  a  future  president  is  among 
the  members  of  our  1972  class.  They 
are  the  best  of  some  2,000  students 
who  were  interviewed  by  Ray  and  his 
associates  at  about  100  college  cam- 
puses. They  include  people  from  di- 
verse racial  and  cultural  backgrounds. 

As  in  prior  years  since  the  founding 
of  our  management  training  program 
in  1922,  our  management  recruits  re- 
ported for  work  at  our  home  offices 
early  in  July.  During  an  orientation 
period  they  heard,  met,  and  talked 
with  members  of  our  top  management. 
Now  they're  on  their  initial  assign- 
ments, which  will  begin  the  on-the-job 
training  that  will  help  to  take  them  as 
far  and  as  fast  as  their  individual  tal- 
ents permit. 

Our  1972  recruits  make  us  mighty 
proud  of  today's  college  generation. 
They're  alert,  eager,  and  concerned. 
They're  striving  for  constant  change 
and  improvement,  and  so  are  we.  They 
want  to  help  make  our  corporation  a 
better  one;  they  want  to  help  make 
our  society  a  better  society. 

Can  you  blame  us  for  having  confi- 
dence in  the  future  of  our  corporation 
— and  our  nation? 


BETHLEHEM  STEEL 


BETHI  EHEM 
STiEL 


f  I 


P  M 


HILf  on  IS  THE  PERIEIT 
EHD  TO  n  f  RHIITIC  DHV. 


"Be  my  guest"  is  a  service  philosophy  that 
began  with  Hilton.  It's  an  attitude.  A  genuine  concern 
for  your  comfort  and  well-being. 

It  translates  into  exceptional  service.  An 
atmosphere  of  relaxation.  And  attention  to  the 
individual  guest. 

We  think  it's  the  kind  of  attitude  you'll 
appreciate  after  a  bruising  day. 

Next  trip,  call  your  local  Hilton  Reservation 
Service  or  your  travel  agent,  before 
starting  out.  Come  visit  the  Hiltons. 


HILTON 


ance  industry  is  in  worse  shape.  Two 
years  ago  it  was  a  $6.6-billion  indus- 
try. The  problem  is  in  color  TVs. 
Most  Japanese  families  already  own 
one.  In  fact,  40%  of  Tokyo's  households 
own  two.  How's  that  for  aflBuence-r 
and  market  penetration? 

This  year  domestic  shipments  will 
be  flat  at  around  $2  billion.  And  ex- 
ports to  the  U.S.,  where  nine  out  of  ten 
color  exports  are  normally  sold,  will 
drop  15%  to  20%.  Why  the  U.S.  de- 
cline? It's  man  bites  dog.  U.S.  makers 
—aided  by  overseas  factories,  cheaper 


components  and  the  yen  revaluation 
—are  underselling  the  Japanese. 

Japan  is  no  longer  the  cheapest 
place  to  make  TVs,  Taiwan  is.  But 
staying  out  of  there  is  the  price  of 
getting  into  China.  So  the  Japanese 
can  only  fume  while  U.S.  makers  keep 
investing  millions  in  Taiwan. 

While  Sony  and  Panasonic  continue 
to  hold  their  own  here,  second-line 
makers  like  Sanyo,  MGA  and  Sharp 
are  trying  to  hang  in  long  enough  to 
come  up  with  a  product  breakthrough. 
But  Burnham  &  Co.'s  Peter  Itoh  says: 


"Some  will  get  wiped  out  of  here." 
All  this  adds  up  to  one  simple  fact: 
The  Japanese  are  men,  not  supermen 
as  some  claim.  For  two  decades  they 
pursued  singlemindedly,  and  with 
great  talent,  a  highly  successful  trade 
strategy.  Now  a  new  multinational 
role  awaits  them.  No  one  doubts  the 
adjustment  will  be  difficult,  just  as 
no  one  doubts  the  Japanese  will  ad- 
just. In  the  economic  order  that 
emerges,  the  Japanese  can  play  a 
strong  and  honorable  part.  True  eco- 
nomic order  depends  on  that.  ■ 


The  Exceptions  / 


Most  Japanese  companies  will  have  to  be  dragged  kicking  and 
screaming  into  the  multinational  arena.  But  not  these  seven. 


"Our  Mind  Is 
on  the  World" 

As  Japan's  multinational  era  dawns, 
most  of  the  export-minded  Japanese 
seem  to  be  hiding  under  their  beds. 
But  not  Sony  and  Matsushita,  the 
two  big  TV  makers. 

Matsushita  is  an  exceptional  com- 
pany, a  little  smaller  in  sales  than 
RCA  but  twice  as  profitable  (1971 
net  of  $190  million  on  sales  of  $3 
billion).  Its  U.S.  Panasonic  subsidiary 
is  solid,  too,  with  1971  sales  of  $314 
million  and  no  letdown  in  sight,  for 
two  reasons: 

First,  Panasonic  is  adding  three  or 
four  new  kitchen  appliances  a  year  to 
its  TV  distribution  network.  With  37% 
of  Japan's  household  appliance  mar- 
ket, it  produces  toasters,  steam  irons, 
compact  washers  and  refrigeratory 
This  year's  target:  the  U.S.  $l-billion 
room-air-conditioner  market. 

Second,  Panasonic  has  recently  set 
up    a    $3-million    (equity)    assembly 


U.S.  IVs  are  now  so  cheap 
that  Japanese  say:  "We  can't 
compete   on   price   anymore." 


plant  in  Puerto  Rico  to  expand  to 
big-screen  sets  that  are  too  expensive 
to  ship  from  Japan.  Ultimately,  the 
21-inch-and-up  models  will  be  adapt- 
ed for  Panasonic  video  tape  recorders. 

Sony  contrasts  with  Matsushita.  It 
makes  only  four  products  (radios, 
TVs,  tape  recorders  and  stereos), 
lacks  market  penetration  at  home  and 
depends  on  the  U.S.  for  one-third  of 
its  $780-million  sales.  That  tends  to 
make  Sony  vulnerable.  But  it  has  two 
big  pluses— its  patented  Trinitron  col- 
or TV  and  a  real  multinational  outlook. 

Consumers  here  happily  pay  $50 
to  $75  more  for  Trinitron's  especially 
bright  picture.  And  like  Matsushita, 
Sony  has  just  opened  a  TV  and  stereo 
plant  in  San  Diego.  By  1975  it  hopes 
to  assemble  half  the  TVs  it  sells  here. 
"It  is  silly  to  go  to  Europe  or  China 
now,"  says  Managing  Director  Noboru 
Yoshii.  "Markets  there  are  only  be- 
ginning." Pointing  out  that  Americans 
own  45%  of  Sony's  stock,  he  adds: 
"We  are  a  Japanese  company.  But 
our  mind  is  on  the  world." 


'Wo  Boundaries 


f? 


Hajime  Ohnishi,  the  world's  leading 
golf  CQurse  developer,  likes  to  stand 
at  the^-  wall-sized  map  in  his  Osaka 
office  and  point  enthusiastically  to  the 
future.  Speaking  through  six  eager 
lieutenants,  Ohnishi  said:  "This  year 
we  will  start  36  holes  over  here  in 
Mexico  City;  in  1973  we  go  here  to 
Saipan;  then  in  1974  to  Taiwan;  after 
that  we  will  move  on  to  Singapore 
and  to  South  Korea." 

The  idea  is  to  create  an  internation- 
al circuit  of  golf  course  developments, 
so  that  wherever  the  golf-happy  Japa- 
nese go  to  work  or  play,  one  of  Ohn- 
ishi's  Japan  Golf  Promotion  courses 
will  only  be  a  chip-shot  away.  "There 
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are  no  boundaries  in  sports,"  says  the 
Osaka-based  builder. 

So  far  he  seems  right.  After  a  timid 
first  step  to  nearby  Okinawa  in  1970, 
Japan  Golf  Promotion  paid  $2.5  mil- 
lion last  year  for  one  of  ailing  Boise 
Cascade's   deficit-ridden   golf  courses 


iapQn'%  golfers  prefer  U.S. 
equipment.  But  a  $200  set  of 
U.S.  clubs  costs  $500  in  Japan. 


in  California,  signed  up  Japanese  busi- 
nessmen who  are  frequently  barred 
from  many  U.S.  country  clubs  and 
turned  Boise's  losses  into  a  profit. 
Course  manager  Tak  Tanigawa  en- 
visions ten  U.S.  courses  by  1980,  with 
resort  hotels  and  condominiums:  "I 
may  never  go  back  to  Japan." 

Ohnishi,  45,  is  one  of  Japan's  few 
entrepreneurs.  He  had  to  build  some- 
thing like  100  golf  courses  for  others 
between  1950  to  1960  to  accumulate 
enough  capital  to  develop  even  one  of 
his  own.  Today  his  17  courses  around 
the  world  attract  about  $27  million 
in  annual  dues  and  initiation  fees, 
enough  for  four  new  courses  a  year 
in  Japan  and  a  fifth  somewhere  else 
in  the  world. 
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SNOOTY  OSTRICHES 


OR? 

We  might  see  something  different. 

But  then,  there's  an  original  way  of  looking  at  everything. 

Our  approach  to  insurance  has  resulted  in  Peopleprotection,  perhaps 

the  most  creative  employee  insurance  program  available 

anywhere.  Please  look  into  it  with  us. 

JS^merican 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS  01880 

There's  an  original  way  of  looking  at  everything. 


'Into  the  Third  World 


ff 


Atop  Komatsu  world  headquarters 
in  downtown  Tokyo  sits  an  enormous 
gold-colored  bulldozer  as  mute  testi- 
mony both  to  the  company's  pride 
in  its  products  and  to  its  highly  ag- 
gressive nature. 

Why  isn't  Japan's  dominant  con- 
struction-machinery maker  (with  sales 
of  $780  million)  over  here  fighting 
Caterpillar  for  the  world's  richest  con- 
stmction-machinery  market?  Indeed, 
why  is  the  U.S.  Komatsu's  weakest 
country? 

Managing  Director  Hirosuke  Hira- 
oka  readily  admits  there  are  prob- 
lems in  the  U.S.:  "Caterpillar  is  es- 
tablished in  the  U.S.  It  has  distribu- 
tion and  60%  of  the  market.  Cat  makes 
the  U.S.  very  difficult  for  us." 

But  before  you  write  off  Komatsu 
as  scared-of-Cat,  listen  to  Hiraoka 
some  more:  "Our  future  isn't  in  de- 
veloped countries  or  in  special  rich 
markets.  Our  strategy  is  to  sell  to  the 
world,  build  our  volume  and  then  as- 
semble all  over  the  globe.  We  say  if 
our  products  are  accepted  in  India, 
why  should  they  not  be  accepted  in 
Malaysia,  too? 

Hiraoka  laughs  out  loud  at  rumors 
of  a  Cat-Komatsu  joint  venture:  "We 
are  going  into  the  Third  World, 
where  no  one  has  distribution  yet. 
We  must  build  our  dealers  on  our 
own,  so  we  can  compete  with  Cat  all 
over  the  world. 

"One  more  thing.  Worldwide,  re- 
member, our  products  are  cheaper 
than  Cat's." 


Bulldozer-maker  Komatsu  is  building  its  International  division  the 
slow  Japanese  way.  It  hires  English  speakers  fresh  from  Tokyo  col- 
leges, sends  the  best  abroad  and  replaces  them  with  new  grads. 


"From  U.S. 
to  Europe'' 

KiKKOMAN,  a  $250-million  (sales) 
food  company,  followed  the  U.S.  oc- 
cupation forces  home  from  Japan  on 
the  sound  assumption  that  if  Ameri- 
can soldiers  liked  its  products,  Ameri- 
can civilians  would,  too. 

Now,  after  building  a  $25-million 
export  business,  largely  in  soy  sauce, 
Kikkoman  is  carr>ing  its  reasoning— 
and  seasoning— one  continent  farther. 
Next  year  it  will  open  a  $8-million 
soy  sauce  brewery  in  Wisconsin,  large 
enough  to  supply  1.5  million  gallons 
here  (about  30%  of  the  U.S.  market) 
and  still  have  plenty  left  for  Europe. 

"We  must  teach  the  young  peo- 
ple to  use  soy  sauce  in  their  native 
cooking,"  says  Planning  Manager  Yu- 
zaburo  Mogi.  Beginning  in  the  U.S., 
the  company  is  tailoring  its  new  sauce 
mixes  to  local  tastes,  rewriting  Ameri- 
can recipes  to  add  a  dash  of  shoyu, 
sponsoring    cooking    schools    and    in- 


Kikkoman   waited  296  years  before  it  entered  the  U.S.  in  the  Fifties. 
No  rush;  the  Mogi-Takanashi  families  have  run  the  company  since  1 661 . 


4 


vesting  in  restaurants  that  feature  Kik- 
koman products. 

While  Kentucky  Fried  Chicken  and 
McDonald's  enter  Japan,  Kikkoman 
is  paying  $100,000  for  20%  of  Hai- 
Hai  Inc.,  a  new  U.S.  restaurant  chain 
that  will  offer  authentic  rice  and  noo- 


dle dishes  prepared  by  chefs  from 
Japan's  famed  Kyoto  Culinary  Art 
School.  The  first  Hai-IIai  (which 
means  yes-yes)  may  open  in  Boston 
this  year.  "I  like  the  name,"  says  Mogi 
impishly.  "It  is  so  much  better  llian 
no-no." 
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Everybody 
knows  how 
to  hold  a 
pair  of  pliers 

right? 


Wrong. 


Even  a  simple  thing  Iil<e  this  often 
must  be  taught  to  a  new  employee. 

In  Maryland  our  training  program 
will  do  the  job  for  you — at  little  or 
no  cost.  Working  with  you  to  fulfill 
your  particular  needs,  Maryland 
will  train  your  new  workers  while 
your  plant  is  being  built. 

Consider  Maryland's  job  training 
with  the  state's  other  grea*  advan- 
tages— financing,  sites,  trans- 
portation, location  (and  don't 
overlook  livability).  Maryland  just 
might  be  the  perfect  place  for  your 
new  plant. 

Contact: 

Maryland  Division  of 

Economic  Develooment 

Room  FB-102.  2525  Riva  Road 

Annapolis,  Maryland  21401 

(301)267-5514 


DEPARTMENT  OF  ECONOiVIIC 


AND  COMMUNITY  DEVELOPMENT 


You 
get  as  much 
desk  space  in 

Denver 
as  you  do  in 

Detroit 

That's  because  we  give  you  the 
same  kind  of  great  room 
everywhere.  A  quiet,  comfort- 
able room.  With  double  drapes. 
Convenient  desk  space. 
Bigger  beds.  Just  call  the 
Howard  Johnson's 
Motor  Lodge  nearest  you 
for  a  confirmed  reservation 
at  any  of  our  460  locations. 

Someone  you  know, 
wherever  you  go. 

A 


WOUJARD    ,^ 

JownjonJ 


MOTOR  LODGES  V  RESTAURANTS 


m 
If 

I  li 


■f^'    ~"T^ ^'1 


iR 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 

OIL  AND   GAS   DIVISION 

Minerals  ownership, 

exploration  and  development. 

WHELAND  FOUNDRY   DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST 
STOCK  EXCHANGES  (SYMBOL:  NAR) 


"Mr.  Nixon 
Can't  Hurt  Us 


ff 


The  world's  largest  zipper  com- 
pany was  zipping  along,  so  to  speak, 
with  7%  of  the  U.S.'  $250-miUion  mar- 
ket last  year,  when  suddenly— Zap!— 
Mr.  Nixon  slapped  on  the  17%  yen 
revaluation.  Up  went  prices;  down 
went  sales. 

The  $247-million  (sales)  company, 
Yoshida  Kogyo  K.K.  of  Tokyo  (YKK 
for  short),  was  importing  70%  of  the 
zippers  it  sold  here,  while  making  30% 
locally.  Since  then  it  has  been  attempt- 
ing to  reverse  that  ratio  by  pouring 
about  $5  million  into  four  automated 
plants  near  Los  Angeles,  New  York, 
St.  Louis  and  Atlanta.  Vice  President 
Akira  Suzuki  claims  that  new  capaci- 
ty will  free  YKK  to  eat  substantially 
into  the  45%  market  share  held  by 
Textron's  Talon  division.  YKK's  goal: 
25%  of  the  market. 

"What's  more,"  says  Suzuki,  "Mr. 
Nixon  can't  hurt  us  anymore,  even  if 
he  doubles  tariffs." 

But  he  said  that  before— Whammo! 


YKK's  zipper  plants  are  high- 
ly automafed.  So  its  edge  is 
not  cheap  labor;  it's  no  labor. 


—the  U.S.  Treasury  Department 
launched  an  investigation  to  deter- 
mine if  Japanese  zippers  are  being 
"dumped"  here  at  unfairly  low  prices. 
These  days  Mr.  Suzuki  is  keeping  a 
tight  upper  zipper. 


/' 


We're  American 


ff 


Osaka's  Sumitomo  Bank  Ltd.,  the 
world's  llth-largest,  was  an  interna- 
tional pioneer.  It  had  agencies  in  ma- 
jor financial  centers  back  in  the  Twen- 
ties, plus  retail  banks  in  Seattle,  Ha- 
waii and  California. 

Then  along  came  World  War  IL 
Sumitomo's  network  was  obliterated, 
its  assets  depleted.  In  1953  it  re- 
opened banking  in  California. 

How  did  Sumitomo  rebound  here 
so  soon  after  the  war?  It  sent  over 
Japanese  who  went  door-to-door  ped- 
dling $20  bank  shares  like  Fuller 
brushes.  Somehow  those  buyers,  most- 
ly Japanese-Americans  fresh  from  U.S. 
detention  camps,  came  up  with 
$500,000  for  50%  of  the  bank's  equity. 

The  Sumitomo  Bank  of  California 
boomed  with  U.S. -Japan  trade  in  the 
Sixties.  But  the  bank  wasn't  merely 
riding  the  trade  wave.  It  started  add- 
ing branch  banks,  first  in  nisei  neigh- 
borhoods and  then  increasingly  in 
Caucasian  areas  too,  until  today  60% 
of  its  customers  are  white.  For  the 
last  five  years,  Sumitomo's  deposits 
have  climbed  214%,  m.  34%  for  the 
average  California  bank  (to  $420  mil- 
lion), and  its  annual  return  on  capital 
has  jumped  15%  to  17%  per  year.* 

Today  new  Japanese  banks  are 
pouring  into  California  in  anticipa- 
tion of  Japan's  multinational  era.  But 
Sumitomo's        15-branch       operation 

'California's  Bank  of  Tokyo,  which  has  an  identical 
history,  is  doing  well,  too.  But  Sumitomo's  parent  is 
twice  as  big  as  Tokyo's. 


plans  to  stay  way  ahead  of  the  new- 
comers by  beefing  up  its  real  estate 
department.  Already,  one  big  Sumi- 
tomo loan  permitted  Japan  Golf  Pro- 
motion to  buy  a  $2.5-million  golf 
course  from  Boise  Cascade  {see  p. 
41).  Capitalization  is  rising  $10  mil- 
hon  a  year  toward  $50  million. 
But  Sumitomo-California's  outspoken 
President  Kunio  Kabuto  says:  "We 
won't  stop  there.  We  are  American." 


Sumitomo  Bank  shares  fell 
39%  on  rumors  that  another 
revaluation  would  slow  trade. 
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Starting 
now, 

a  lot  of  kids' 
sleepwear  will 

be  tagged 
^Tlammable'' 

Our  tag 

makes  better 

sense. 

We're  sure  the  "Flammable'^  tags 
won't  help  sales.  And  we're  just  as 
sure  our  tag  will. 

It  says  the  fabric  is  made  of 
Monsanto's  new  SEF®  modacrylic 
fiber.  Properly  constructed  fabrics 
of  SEP  consistently  meet  the  new 
Federal  flammability  standards 
and  are  so  good  that  they'll  actually 
extinguish  themselves  when  the 
source  of  ignition  is  removed. 
Our  tag  al^  says  that  the  garment  is  Wear-Dated® 
And  that  means  a  guarantee*consumers  have  learned  to  trust. 
What's  more,  fabrics  of  SEF  are  as  soft  as  they  are  safe, 
and  resist  stains  and  fading. 

.Children's  sleepwear  is  the  first  use  of  SEF,  but  it's 
obvious  that  there  are  many  important  applications  to  come. 
SEF  is  the  newest  in  the  growing  collection  of  products 
to  help  fight  fire  from  MonSantO: 

the  science 
company. 


FOR  MORE  INFORMATION 

ABOUT  MONSANTOS  TEXTILE  PRODUCTS 

WRITE  MS3,  MONSANTO  COMPANY 

800  N.  LINDBERGH  BLVD. 

ST  LOUIS,  MO  63166 


*Wear-Datecl  garments  are  guaranteed  for  one  full  year's  normal  wear, 
refund  or  replacement  when  returned  with  tag  and  sales  sUp  to  Monsanto. 


The  companies  of  Citicor 

Busy  making  mone 
more  for  you. 


The  subsidiary  companies 
of  First  National  City 
Corporation  can  provide 
a  range  of  financial 
services  far  wider  than 
even  a  great  bank.  In 
fact,  the  companies  of 
Citicorp  can  do  almost 
anything  that  has  to  do 


WHEN  YOUR  SHIP  COMES  IN,  you 

don't  have  to  buy  it.  This  giant  chem- 
ical tanker  is  leased  from  Citicorp 
Leasing— the  company  that  per- 
fected leverage  leasing. 


with  money  or  financial  services.  Take  the  examples  on 
this  page,  and  add  a  few  hundred  more  examples: 

TVaveling  with  the  world's  most 
easily  refundable  traveler's 
checks.  Leasing  something 
as  big  as  a  tanker.  Mortgaging 
something  as  big  as  a  housing 
development.  Or,  to  go  on, 
in  venture  capital.  In  factor- 
ing. And  in  the  innovative 
kind  of  banking  practiced  at 


WHERE   NEW  CONSTRUCTION 

GROWS,  there  you'll  find  Advance 
Mortgage— a  leading  originator  of 
residential  and  commercial  mort- 
gages and  another  Citicorp  family 
member. 


THT 


EVEN  EXPERIENCED  TRAVELERS  can 

need  rescuing.  A  St.  Louis  family  got  a 
refund  in  Ceylon,  when  they  lost  their 
First  National  City  Travelers  Checks. 
Citicorp  Services,  Inc.  makes  sure  you 
can  get  a  refund  at  more  than  35,000 
places  worldwide. 


S^5W11^ 


First  National  City  Bank: 
the  largest  in  New  York, 
and  the  leader  in  world-wide 
banking.  So  whatever  kind 
of  financial  opportunity 
you  have— whether  you're  a 
businessman  or  a  consumer— 
there's  probably  a  Citicorp  company 
that  can  help  you.  That's  the  picture. 

The  mission  of  the  subsidiaries  of  Citicorp:  to  grow 
by  supplying  an  increasing  number  of 
financial  services 
to  more  and 
more  people 
and  companies 
—throughout 
the  U.S.  and 
around  the 
world. 


.  SUBSIDIARY  COMPANIES  OF  CITICORP 


ADVANCE  MORTGAGE  CORPORA- 
TION. A  leading  originator  and  servicer 
of  residential  and  commercial  mortgages 
for  hundreds  of  institutional  investors. 

CITICORP  REALTY  CONSULTANTS, 
INC.  Provides  a  broad  range  of  real  es- 
tate appraisal  and  project  planning 
services. 

CITICORP  VENTURE  CAPITAL  LTD. 

Provides  venture  capital  as  well  as  long- 
term  equity  financing  to  growing  busi- 
nesses. 

TRANSACTION  TECHNOLOGY  INC. 

Developer  of  advanced  systems  for  the 
payment  mechanisms  of  the  future. 


CITICORP  SERVICES,  INC.  Makes 
First  National  City  Travelers  Checks 
available  to  users  around  the  world 
through  tens  of  thousands  of  banks. 

CITICORP  FACTORS,  INC.  Provides 
business  with  full  credit  protection  and 
collection  services  as  well  as  working  capi- 
tal through  accounts  receivable  financing 
and  factoring. 

CITICORP  LEASING,  INC.  and 
CITICORP  LEASING  INTERNA- 
TIONAL, INC.  The  world's  largest  leas- 
ing organization,  able  to  handle  almost 
any  equipment  leasing  transaction. 


And 
FIRST  NATIONAL  CITY  BANK.  Citibank  is  one  of  the  world's 
leading  banks  with  branches,  subsidiaries  and  affiliates  in  89  countries. 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.  Y.  10022 


The  Money  Men 


Look  Out,  Wall  Street! 

We'll  spare  you  the  standard 
jokes  al)out  Philadelphia,  but  it  is 
true  that  New  York  has  the  really 
big  money  and  the  gunslingers, 
and  Boston  has  the  reputation  for 
probity  and  preservation  of  capi- 
tal. What  about  Philadelphia  as  a 
money  management  center?  The 
biggest  thing  that  has  happened 
there  in  years  was  the  Penn  Cen- 
tral bankruptcy. 

But  wait  a  bit.  What's  going  on 
at  Provident  National  Corp.,  small- 
est of  Philadelphia's  billion-dollar 
banks?  Provident  National  is  only 
60th  in  size  among  U.S.  banks  in 
deposits,  but  it  is  way  up  in  31st 
spot  in  the  size  of  its  trust  depart- 
ment. In  the  past  half  dozen  years 
it  has  doubled  its  trust  assets  to 
almost  $3  billion. 

In  a  sense,  Provident  National 
has  been  beating  Wall  Street  at  its 
own  game.  We're  not  talking  about 
performance  at  this  point,  although 
Provident  National  seems  to  be  per- 
forming very  well  for  its  custom- 
ers. We're  talking  about  revers- 
ing the  flow  of  managed  money 
that  has  been  leaving  regional  cen- 


Boy/an  of  Provident  National 


ters  and  going  to  Wall  Street  and 
Boston.  Provident  apparently  has 
brought  some  of  this  money  home 
to  Philadelphia. 

Provident  is  a  very  trust-minded 
bank.  Its  present  president,  Roger 
S.  Hillas,  is  a  graduate  of  the  trust 
department  and  so  was  his  prede- 
cessor, William  Foulke.  This  is 
rare  indeed  in  banks,  which  are 
usually  run  by  bankers,  not  by  in- 
vestment managers. 

Not  surprisingly,  then,  trust  was 
no  stepchild  at  Provident.  The  in- 
vestment group's  present  chief,  J. 
Richard  Boylan,  44,  was  given  a 
free  hand  when  he  took  over  five 
years  ago.  He  began  by  replacing 
almost  the  entire  research  staff, 
putting  in  charge  a  Wall  Streeter, 
Charles  F.  O'Hay,  formerly  with 
Shearson,  Hammill.  The  size  of 
the  research  staff  was  increased 
from  five  to  18. 

Simultaneously,  Boylan  redid  his 
whole  sales  operation.  Boylan  be- 
gan offering  a  wide  range  of  port- 
folio products:  technical  analysis, 
trading  portfolios,  the  works.  Provi- 
dent started  holding  bimonthly 
meetings  for  customers  and  pros- 
pects. At  the  meetings.  Provident 
analysts  discuss  their  opinions 
about  the  economy  and  the  stock 
market.  "You'd  be  surprised  how 
effective  these  meetings  are  as 
business-getters,"  says  Boylan. 

All  this  costs  money,  of  course, 
and  banks  are  notoriously  tight- 
fisted.  To  help  defray  the  ex- 
penses, Boylan  began  selling  some 
of  the  results  of  the  bank's  own 
research.  The  customers  for  the  ser- 
vice have  been  drawn  from  smaller 
banks  and  insurance  companies  as 
well  as  from  five  regional  broker- 
age houses.  The  charge  for  the  ser- 
vice is  $3,000  a  year  or  demand 
deposits  worth  approximately  that 
amount  to  the  bank.  Boylan  says 
the  bank  now  has  about  45  such 
customers. 

Coing  even  further  afield.  Prov- 
ident holds  the  advisory  contract 
for  a  smallish  closed-end  inve.st- 
ment  company.  Independence 
Square  Income  Securities.  This  is 
very  much  a  first  for  a  bank,  since 
the  old  Glass-Steagall  Act  prohibits 
banks  from  nuniiiig  mutual  funds. 
Provident  gets  around  the  act  be- 
cause it  exercises  no  control  over 
the  fund,  but  merely  holds  an  easi- 
ly   cancellable    advisory    contract. 

(The  giant  First  National  City 
Bank  recently  did  a  similar  thing, 


when  Advance  Investors,  a  closed- 
end  growth  fund,  came  to  market 
with  a  $105-million  offering.  If  imi- 
tation be  the  sincerest  form  of 
flattery,  this  is  flattery  indeed.) 

Can  a  medium-sized  Philadel- 
phia bank  beat  out  the  biggest 
gunrs  in  Wall  Street?  Provident 
doesn't  have  to  beat  The  Street, 
Boylan  says.  It  has  joined  Wall 
Street.  Provident  hands  out  about 
$3  million  worth  of  brokerage  com- 
missions a  year.  Much  of  this  is 
used  to  pay  for  advice  and  infonna- 
tion.  With  this  kind  of  money  to 
hand  out,  Boylan  says,  the  best  of 
Wall  Street  is  at  his  beck  and  call. 
The  lion's  share  of  these  commis- 
sions goes  to  a  handful  of  houses 
like  Oppenheimer,  Spencer  Trask, 
Carl  Pforzheimer,  all  of  which  are 
noted  for  the  quality  of  their  in- 
vestmeiTt  research. 

Boylan  insists,  however,  that 
Provident  generates  a  good  deal  of 
its  own  information,  its  analysts 
following  about  260  stocks.  This  re- 
sults in  a  company-analyst  ratio  of 
about  16  to  one.  While  not  spectac- 
ular by  top  research  brokerage 
houses  standards,  the  ratio  com- 
pares favorably  with  most  others. 

Unlike   many   banks,    Provident 


O'Hay  of  Provident  National 
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lets  its  analysts  travel  and  gives 
them  an  important  role  in  its  invest- 
ment policy  committee.  ("How 
many  other  bank  analysts,"  says 
Boylan,  "get  to  travel  to  Egypt  and 
Libya  and  talk  with  Arab  finance 
ministers?")  Boylan  concedes  he 
can't  pay  the  analysts  Wall  Street 
wages,  but  points  out  that  an  in- 
creasing number  of  bright  young 
people  are  willing  to  take  less  mon- 
ey in  order  to  escape  the  pace  of 
New  York  and  the  hazards  of  liv- 
ing there. 

Provident  is  also  making  dents 
in  the  market  for  the  individual  in- 
vestor who  is  below  the  million- 
aire class.  Provident  will  take— al- 
though it  doesn't  push  it— accounts 
of  as  little  as  $20,000;  from  there 
to  $200,000  the  annual  charge  is 
50  cents  on  every  $100— one-half 
of  1%.  A  minimum  account,  com- 
mingled with  other  smallish  ac- 
counts, pays  just  $100  a  year. 

The  absence  of  the  loading  fee 
makes  Provident  more  than  com- 
petitive with  mutual  funds,  and  the 
standard  bank  charge  makes  it 
very  competitive  with  most  no-load 
funds.  For  the  $20,000-to-$100,000 
account,  the  bank  is,  of  course, 
much  cheaper  than  the  so-called 
minicounselors  (Forbes,  Oct.  1, 
1971),  who  actively  solicit  small 
accounts  but  charge  2%  or  so. 

For  bigger  accounts.  Provident 
does  have  something  of  a  competi- 
tive problem,  in  that  some  broker- 
age houses,  such  as  Donaldson, 
Lufkin  &  Jenrette  and  Drexel  Fire- 
stone, credit  brokerage  fees  against 
the  management  fee  and  thus  can 
come  in  at  a  lower  net  cost  than 
Provident  does.  Boylan  says  that 
Wall  Street  may  lose  this  advan- 
tage. The  Subcommittee  on  Com- 
merce &  Finance  of  the  House 
Committee  on  Foreign  &  Interstate 
Commerce  has  issued  a  report  rec- 
ommending that  legislation  be 
passed  prohibiting  brokers  from  re- 
ceiving brokerage  commissions  and 
also  advisory  fees  from  the  same 
institutional  client,  which  means 
that  they  will  have  to  decide  which 
they  want. 

Boylan  feels  that  what  Provi- 
dent is  doing  is  so  obvious  that 
many  other  banks  will  soon  follow 
suit.  But,  for  now,  he  says,  "There 
is  an  awful  lot  of  territory  avail- 
able across  the  country."  Well,  it 
never  did  make  sense  for  the  banks 
to  lose  out  on  the  growing  business 
of  equity  money  management.  ■ 


Now  you  can  own  a 

ROLLS  ROYCE 

with,  built-in  radio 

This  handsome  replica  of  the  famous  Roils  Royce  Phantom  11  will  soon  be 
a  collector's  item.  Every  detail  reproduced  perfectly,  with  real  rubber  tires 
and  wire  spoke  wheels.  All  metal  body  ^V*"  x  VU".  Built-in  solid  state 
radio  operates  on  its  own  battery  (included).  Full  refund      ^•*%f\Q^ 
,  if  not  perfectly  delighted.  Please  add  $1.00  for  postage  and    ^  I// 
insurance,  (in.  residents  add  5%  Sales  Tax). 

ELECTRONICS  INTERNATIONAL,  210  S.  Desplaines  St.,  Chicago,  III.  60606 

How  many?  I  enclose  $ RR-56 


NAME. 
CITY_ 


J^DDRESS- 


.5TATE. 


-ZIP. 


How  BankersTVust 

getsstockclearance  instructions 

in  3  minutes  or  less. 


A  dex  (decision  expediter)  system  is  the  answer. 

When  a  correspondent  bank  or  corporate  customer 
wants  to  receive  or  deliver  securities,  an  officer  in- 
serts a  sheet  of  written  instructions  into  a  dex  unit, 
dials  Bankers  Trust  in  New  York  and  places  the 
telephone  receiver  into  the  dex  machine. 

Dex  then  quietly  transforms  all  written  and  graphic 
material  on  the  document  into  electronic  signals 
and  transmits  them  over  ordinary  telephone  lines. 

Three  minutes  later  (or  less)  a  dex  unit  at  Bankers 
Trust  produces  an  exact  copy.  Without  the  errors  of 
wire  services,  or  the  delays  of  mail. 

Over  2,000  other  companies  are  using  dex  systems 
as  a  way  of  doing  business.  Depending  on  your 
transmission  volume,  you  can  choose  among  6-,  4-, 
3-  and  2-minute  dex  units.  Margin  settings  allow 
short  messages  in  seconds.  An  unattended  model  is 
also  available. 


For  more  information,  send  the  coupon. 


D  Please  send  me  more  information 
D  Please  arrange  a  demonstration. 

Name 

Title Phone 


Company. 

Address 

City 


-State. 


Zip. 


Graphic  Sciences,  Inc. 

Corporate  Drive  —  Commerce  Park 

Danbury,  Conn.  06180  -  (203)  744-3100 

Sales  and  service  offices  throughout  the  nation. 
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Scared  Money 


Scared  money  is  now  Joining  tax  money  in  pursuit  of  havens 
overseas.  The  pressure  is  almost  more  than  the  dollar  can  bear. 


M-VNY  Americans  these  days 
are  acting  like  citizens  of  some 
banana  republic.  They're  hus- 
thng  as  much  of  their  wealth 
as  possible  out  of  the  U.S., 
out  of  the  country  that  for 
decades  has  itself  been  a  ma- 
jor haven  for  troubled  money. 

How  big  is  the  outflow?  We 
asked  Nicholas  Deak,  the 
knowledgeable  president  of 
Deak  &  Co.  and  Perera  Co., 
the  worldwide  money-chang- 
ing firm.  Deak  thinks  the  fig- 
ure is  running  close  to  $1  bil- 
lion a  month,  net  of  the  re- 
verse flow  of  foreign  money 
info  the  U.S.  On  balance,  that 
is,  some  $12  billion  a  year  is 
flowing  out  of  the  U.S.  Deak 
says  the  outflow  may  have 
been  at  double  that  rate  in 
May,  June  and  early  July  when 
the  new  Treasury  regulations 
raised  the  fear  that  major 
transfers  of  dollars  abroad 
might  be  restricted. 

Who  is  involved  in  the  exo- 
dus? The  U.S.  Treasury  De- 
partment says  that  most  of  the 
activity  represents  movements 
by  multinational  companies 
out  of  dollars  and  into  yen 
deutsche  marks.  But  not  all  of  it.  Many 
individuals  are  involved,  an  increas- 
ing number  with  only  small  amounts 
of  cash. 

Why?  The  multinational  compa- 
nies, needless  to  say,  are  protecting 
themselves  against  further  deprecia- 
tion of  the  dollar  as  against  German 
and  Japanese  currency.  How  about 
individuals?  You'll  get  as  many  an- 
swers as  the  number  of  people  you 
question.  Some  of  the  explanations: 
the  McGovern  candidacy;  prospects 
for  another  devaluation;  the  danger 
that  inflation  may  break  from  a  walk 
into  a  run;  the  chances  of  strict  con- 
trols on  the  exports  of  dollars.  Be- 
hind it  all  lies  a  vague  feeling  of  un- 
ease, a  sense  that  all  is  not  well. 

Last  month  Wilbur  D.  Mills,  chair- 
man of  the  House  Ways  &  Means 
Committee,  said  the  dollar  should  be 
devalued  25%  vs.  the  yen  and  10%  vs. 
the  mark.  "People's  nervousness  isn't 
going  to  be  quelled,"  says  Nicholas 
Deak,  "when  a  competent  man  like 
Mills  says  that." 

Certainly  much  of  the  pressure 
against  the  dollar  in  foreign  markets 
comes  from  this  flood  of  dollars  chas- 
ing yen  and  deutsche  marks  and  other 
strong  currencies.  It's  a  rough  prob- 


"An^  Dollars?" 


and 


lem  for  the  Treasury.  Bad  enough  is 
the  fact  of  the  mammoth  trade  defi- 
cit, about  $7  billion  this  year  on  an 
annual  basis.  The  outflow  of  invest- 
ment and  speculative  dollars  makes 
the  situation  almost  intolerable. 

What  caused  the  big  bulge  early 
this  summer  was  a  Treasury  regulation 
that  Americans  must  report  sums  of 
$5,000  or  more  physically  transferred 
abroad.  This  panicked  some  people 
into  believing  that  the  next  step  might 
be  an  outright  ban.  A  three-judge 
federal  panel  upheld  the  regulation 
last  month  over  challenges  by  the 
American  Civil  Liberties  Union  and 
the  California  Bankers  Association. 

Advice  about  foreign  securities  is  in 
demand.  The  number  of  investment 
advisers  registered  with  the  Securities 
&  Exchange  Commission  soared  from 
1,633  in  1966  to  3,900  in  197  L  Many 
of  them  forecast  gloom.  Take  Harry 
Schultz,  who  charges  .^700  an  hour 
for  consultations.  He  says:  "Tlie  last 
quarter  of  the  20th  century  will  be 
that  of  the  European  Commonwealth 
of  Nations— a  world  without  America. 
Plan  your  investments  accordingly." 
Or  the  American  Institute  Counselors, 
Inc.,  which  operates  from  an  opulent 
and  secluded  mansion  in  the  Berk- 
shire    Hills     in     Massachusetts,     and 


hasn't  recommended  a  U.S. 
stock  since  1966.  Neither 
Schultz  nor  the  Institute  has  a 
particularly  brilliant  forecast- 
ing record,  but  that  isn't  the 
point.  The  point  is:  There's  a 
strong  and  growing  market  for 
pessimism  about  the  future  of 
the  U.S.  Investmentwise,  the 
U.S.  seems  to  be  deep  in  the 
Age  of  Masochism. 

Where  is  the  money  going? 
European  treasurers  are  un- 
happy about  the  flood  of  dol- 
lars. Their  banks  are  over- 
stuffed, and  they're  tightening 
restrictions  on  bond  and  equi- 
ty sales.  The  advisers  aren't 
stuck  for  suggestions.  Swiss 
annuities?  Largely  untaxable, 
these  pay  10%  interest.  What 
about  gold?  U.S.  citizens  are 
said  to  own  $6.6  billion  in 
gold  bullion  outside  the  U.S., 
and  across  the  border  the 
Bank  of  Nova  Scotia  doesn't 
demand  identification  when  it 
sells  gold  bars. 

But  owning  gold  is  illegal. 
Then  gold  coins  minted  be- 
fore 1933,  Austrian  ducats, 
British  sovereigns  and  South 
African  Kruger  rands  are  recommend- 
ed as  an  alternative  to  gold  stocks. 
Gold  stocks,  as  measured  by  the  Lon- 
don Financial  Times  index,  have 
soared  104.3%  in  a  year. 

Not  all  the  expatriate  dollars  are 
scared  dollars.  Many  are  tax  dollars. 
Using  foreign  havens  to  evade  taxes 
can  land  you  in  jail,  but  it's  perfectly 
all  right  to  use  them  to  postpone 
taxes.  An  offshore  investment  trust, 
perhaps?  Capital  gains  taxes  are  not 
usually  due  until  you  actually  sell  the 
shares;  taxes  deferred  ten  years  are  as 
good  as  taxes  saved  if  the  investment 
performs  well.  Why  not  move  your 
money  to  one  of  the  20  or  30  tax  ha- 
vens that  are  blossoming  in  curious 
corners  of  the  world?  The  offshore 
trust  may  even  invest  in  U.S.  stocks. 
Last  year  $850  million  net  flowed  in- 
to the  U.S.  stock  market  from  abroad. 
Look  at  Grand  Cayman.  "We've  got 
banks  going  up  on  every  corner,"  says 
ex-Californian  lawyer  Charles  Adams, 
who  runs  Euro-Dutch  Trust  Co.,  lo- 
cated on  the  island.  "It's  like  a  boom 
town  of  the  West."  Grand  Cayman's 
appeal?  It's  accessible  to  the  U.S.,  has 
a  stable  government  and  few  taxes. 

One  of  the  fastest-growing  of  all 
tax  havens  is  New  Hebrides,  a  string 
of  80  islands  under  Anglo-French  rule. 
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500  miles  west  of  Fiji.  "They  have 
deliberately  diversified,"  says  British 
tax  consultant  Tony  Doggart,  "from 
farming  and  fishing  into  the  heady 
world  of  international  finance." 

Or  there's  Minerva,  an  underwater 
coral  reef,  southwest  of  Fiji.  Now  be- 
ing dredged  for  a  U.S.  syndicate,  Mi- 
nerva will  become  a  400-acre  island, 
combining  a  tax  haven  with  ecologi- 
cal and  marine  research. 

How  about  dummy  companies? 
Liechtenstein,  a  tiny  (pop.  21,000) 
mountainous  principality  between 
Austria  and  Switzerland,  specializes 
in  bank  secrecy;  it  has  100,000  for- 
eign-owned companies. 

Last  December  two  New  York  sales- 
men landed  in  jail  and  had  to  pay 
$280,000  in  fines  and  costs  for  a  ploy 
that  evaded  $2  million  in  taxes  in 
three  years.  The  pair  sold  goods  for 
firms  like  Leeds  Luggage  and  Burling- 
ton Industries  to  the  U.S.  Army  bases 
abroad.  Firms  sent  their  commissions 
to  a  dummy  company  in  Liechten- 
stein. From  there  they  easily  moved  it 
into  a  secret  account  in  Zurich. 

A  vice  president  at  Shearson,  Ham- 
mill,  Wall  Street  brokers,  helped  cli- 
ents evade  U.S.  margin  requirements 
by  setting  up  secret  accounts  for  them 
at  Weisscredit  Bank  in  Switzerland. 
The  bank  loaned  them  $3  million  be- 
fore they  were  caught. 

Try,  Try  Again 

Are  there  many  such  cases?  Bank 
secrecy,  particularly  abroad,  stops 
government  investigators  from  know- 
ing for  sure.  But  they  think  so,  par- 
ticularly for  trading  orders  routed  by 
some  insiders  through  overseas  banks; 
it's  a  way  around  Securities  &  Ex- 
change Commission  regulations.  Last 
year  the  Government  began  by  insist- 
ing everyone  tell  the  Internal  Revenue 
Service  of  foreign-owned  bank  ac- 
counts. But  just  as  one  loophole  is 
plugged,  another  opens.  Two  bills  be- 
fore Congress  would  stop  the  Govern- 
ment from  looking  at  U.S.  bank  rec- 
ords without  a  subpoena  or  the  sus- 
pect's permission.  Snaps  Eugene  Ros- 
sides.  Treasury  assistant  secretaiy: 
"This  would  create  a  U.S.  bank  se- 
crecy law  more  stringent  in  some  ways 
than  Swiss  laws." 

In  the  end,  however,  laws  alone 
probably  can  do  little  to  check  the 
flight  of  the  dollar.  It's  more  a  mat- 
ter of  confidence.  What  can  restore 
confidence?  The  answer  is:  solution 
or  partial  solution  of  some  of  the  deep- 
seated  social  and  economic  problems 
facing  the  U.S.  Or  at  least  significant 
progress  in  that  direction.  Not  only 
would  this  bring  many  U.S.  dollars 
back  home,  it  would  help  step  up  an 
offsetting  flow  of  foreign  money  into 
the  U.S.  again.   ■ 
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And  we  can  prove  it. 

Oakland/Alameda  County  is  number  one  in 
transportation,  population  and  retail  sales  in  Northern 
California.  We  have  the  facts  to  prove  it. 

We  can  provide  you  with  other  important  facts- 
sound  reasons  why  your  plant  or  business  should  be 
in  Oakland/Alameda  County.  This  includes 
information  on  labor  supply,  utilities,  education, 
climate,  as  well  as  a  complete  description  of  currently 
available  industrial  plant  sites.  If  expansion  is  in 
your  company's  immediate  or  future  plans,  mail 
this  coupon  with  your  letterhead  today. 


Oakland/ Alameda  County  New  Industries  Committee 
1320  Webster  Street,  Suite  208. 
Oakland,  California  94612 


Name. 


-Title. 


Company  Name. 

Address : 

City 


-State. 


.Zip. 


Oakland / Alameda  Cou 


ALAMEDA  •  ALBANY  •   BERKELEY   •   EMERYVILLE   •   FREMONT  • 
HAYWARD    •     LIVERMORE  •  NEWARK  •  OAKLAND  •  PIEDMONT  • 
PLEASANTON  •  SAN  LEANORO  •    UNION  CITY  •  RURAL  ALAMEDA  COUNTY 

Unincorporated  Areas:  Castro  Valley  •  Dublin  •  San  Lorenzo 
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This  announcement  is  under  no  circumstances  to  he  construed  as  an  offer  to  sell  or  as  a  solicitation 
of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  September  8,  1972 


500,000  Shares 

Carolina  Power  &  Light  Company 

Serial  Preferred  Stock,  $7.72  Series,  Cumulative 

(Without  Par  Value) 


Price  ^100  Per  Share 

(Plus  accrued  dividends,  if  any,  from  September  14,  1972) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  undersigned  or  other 
dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


White,  Weld  QC  Co. 

Incorporated 


Blyth  Eastman  Dillon  QC  Co. 

Incorporated 


The  First  Boston  Corporation 


Drexel  Firestone         duPont  Glore  Forgan         Goldman,  Sachs  Qi  Co. 

Incorporated  Incorporated 

Lehman  Brothers 

Incorporated 

Paine,  Webber,  Jackson  8C  Curtis  Salomon  Brothers 

Incorporated 


Hornblower  &  Weeks-Hemphill,  Noycs 


Smith,  Barney  8C  Co. 

Incorporated 


Stone  QC  Webster  Securities  Corporation 
Wertheim  QC  Co.,  Inc. 

R.  S.  Dickson,  Powell,  Kistler  8C  Crawford 
E.  F.  Hutton  8C  Company  Inc.  Reynolds  Securities  Inc. 


Dean  Witter  8C  Co. 

Incorporated 


Bache  QC  Co* 

Incorporated 


Shearson,  Hammill  8C  Co. 

Incorporated 


Spencer  Trask  8C  Co. 

Incorporated 
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Forbes 


The  Boom  That 
Fizzled  Fast 

Remember  the  predicted  boom 
in  men's  to  i/e  tries?  How 
much  after-shave  can  you 
sell  to  a  man  with  a  beard? 

Years  ago,  more  years  ago  than  all 
but  the  elderly  can  remember,  young- 
sters used  to  yell  at  men  with  beards, 
"Beaver!"  If  they  did  that  now,  they'd 
all  be  hoarse.  Gallup  and  Harris 
haven't  gotten  around  to  checking  on 
how  many  American  men  have  beards, 
but  the  number  must  run  into  the 
millions.  Abraham  Lincoln,  Robert  E. 
Lee  and  Ulysses  S.  Grant  would  be 
right  in  style  today. 

Which  is  one  reason  why  the  boom 
that  everybody  in  the  cosmetics  in- 
dustry expected  to  happen  didn't.  Sev- 
eral years  ago  the  manufacturers  of 
cosmetics  had  a  great  idea:  If  they 
could  talk  men  into  using  cosmetics  as 
women  do,  they  could  turn  a  nothing 
business  into  $3  biUion  a  year  in 
sales.  That's  just  about  what  women 
spend  on  makeup,  treatments,  fra- 
grances and  hair-care  products. 

It  was  a  great  idea,  except  for  one 
thing:  Men  ain't  women,  as  even  Glor- 
ia Steinem  will  admit.  One  of  the  dif- 
ferences between  the  sexes  is  that 
men  can  grow  beards.  And  a  man 
with  a  beard  has  no  use  for  after- 
shave lotion,  say. 

Largely  because  of  the  proliferation 
of  beards  in  the  U.S.,  hundreds  of 
men's  cosmetics  labels  (it's  a  frac- 
tionalized  business)  have  gone  bust 
in  the  past  few  years.  In  1968  a  lead- 
ing cosmetics  trade  journal  predicted 
that  sales  of  men's  toiletries  would 
reach  $750  million  by  1970  and  keep 
rising.  They  haven't  quite  reached 
$750  million  yet.  And,  according  to 
figures  supplied  by  Beauty  Fashion, 
the  industry's  trade  journal,  they  have 
been  growing  at  a  rate  of  less  than  6% 
a  year  compounded  over  the  past  six 
years,  compared  with  more  than  9%  a 
year  for  women's  cosmetics.  Without 
hair  products,  up  31%  last  year,  the 
men's  market  would  be  even  bleaker. 

Laurence  Rosenberg,  vice  president 
for  sales,  promotion  and  advertising 
of  Swank  Inc.,  which  produces  Jade 
East  men's  cologne,  admits  his  com- 
pany's fragrance  sales  have  been  rela- 
tively flat  over  the  past  five  years.  He 
says  there  are  two  reasons.  "First,  the 
distribution  channels  got  choked  with 
men's  toiletries  as  everyone  tried  to  get 
into  the  business  at  the  same  time. 
Then,  too,  the  youth  of  six  or  sev- 
en years  ago  started  the  fashion  in 
men's  toiletries,  but  the  generation 
behind  them  didn't  keep  it  tip.  In- 
stead it  went  to  long  hair  and  beards." 
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Hair  today,  gone  fomorrow? 
Shampoo  sales  are  all  long 
hair  did  for  the  cosmetics  firms. 


Robert  C.  Yaseen,  director  of  mar- 
keting, toiletries  division,  for  Speidel 
Inc.,  a  Textron  company,  offers  a  third 
reason:  the  peacock  revolution  in 
men's  fashions.  "Until  1967  or  1968 
there  weren't  too  many  gifts  you  could 
give  a  man,"  he  says.  "You  were  lim- 
ited to  a  white  shirt,  a  tie  and  a  bottle 
of  after-shave.  So  toiletries  didn't  have 
much  competition  on  the  gift  market," 
he  says.  "But  then  men's  fashions  be- 
came more  daring,  and  all  of  a  sud- 
den the  gift-giver  had  a  wide  choice 
of  gifts— shirts  of  varied  colors,  leather 
goods,  etc.,  and  toiletries  had  more 
competition." 

Ben  Dinerstein,  president  of  Bendol, 
Inc.,  which  imports  Hattric,  a  Une  of' 
German  toiletries  for  men,  suggests 
that  the  business  has  lagged  because 
the  major  firms  are  basically  women- 
oriented  cosmetics  companies.  "What 
does  Revlon  know  about  marketing 
to  men?"  he  asks.  "They're  trying  to 
get  to  men  the  same  way  they  get  to 
women.  But  70%  to  75%  of  men's  toi- 
letries are  sold  to  women  as  gifts  for 
men.  This  shows  that  the  companies 
aren't  reaching  their  consumers."  It 
all  meafis  no  brand  loyalty. 

The  cosmetics  industry  is  confront- 
ed with  declining  margins  in  the 
women's  market  as  marketing  costs  in- 
crease. It  faces  increased  costs  for 
testing  and  labeling  as  the  Food  & 
Drug  Administration  and  the  Federal 
Trade  Commission  pay  increased  at- 
tention to  its  safety  standards  and 
marketing  practices.  Thinking  wish- 
fully, perhaps,  the  industry  has  been 
looking  to  the  men's  market  as  the 
wave  of  the  future  but  presently  the 
wave  seems  to  be  topping  out.  ■ 


That's  Our 
Responsibilitv 

These  days  you  don't  hear  that  word  "responsibility"  too  much,  and  not 
everybody  goes  out  of  their  way  to  take  too  much  of  it  on,  either. 

But  in  the  fiercely  competitive  world  of  trying  to  attract  more  and  more 
investors  through  your  doors  instead  of  seeing  them  go  to  some  other  broker- 
age firm  down  the  street,  we  do  feel  responsible  for  explaining  our  responsi- 
bilities to  our  clients.  At  least  as  we  see  them. 

First  off,  then,  it's  our  responsibility  to  staff  every  office  of  RSI  with  enough 
well  trained,  knowledgeable  and  conscientious  Account  Executives  to  pro- 
vide any  investor  who  comes  to  us  with  virtually  all  the  help  he  needs. 

And  it's  our  responsibility  to  back  up  those  Account  Executives  with  a 
Research  Department  big  enough  and  good  enough  to  provide  an  adequate 
supply  of  productive  ideas  from  week  to  week,  month  to  month,  and  year 
to  year. 

We're  responsible,  too,  for  fast  and  efficient  executions  of  any  orders  you 
place,  for  prompt  and  accurate  confirmations,  for  an  Operations  Department 
that's  designed  to  deliver  your  monthly  statements  with  maximum  pre- 
cision and  a  minimum  of  error— and  for  doing  everything  we  possibly  can 
to  make  any  problems  of  bookkeeping  ours— not  yours. 

We  acknowledge  a  number  of  other  basic  responsibilities  as  well.  Like 
maintaining  a  financial  structure  that's  one  of  the  strongest  in  our  business. 

Like  separate  full-service  departments  in  nearly  every  area 
important  to  investors  — from  mutual  funds  and  municipal 
bonds  to  senior  securities  and  stocks  traded  over-the-counter; 
from  puts  and  calls  to  REITS,  tax-shelters  and  commodities, 
from  highly-regarded  institutional  capabilities  to  a  Corporate 
Finance  Department  that  insures  a  variety  of  attractive  and 
original  securities  for  our  customers  at  net  prices. 

Too  much  responsibility  for  any  one  firm  to  live  up  to? 

Maybe  that's  something  you  should  check  out  for  yourself— 
in  any  Reynolds  office. 


Keyfiolds 


I  may  stop  in  for  a  talk  with  one  of  your  Account  Executives,  but  meantime  please 
mail  a  complimentary  copy  of  your  descriptive  pamphlet  that  tells  all  about  RSI. 


FO 

Name 

Telephone 

Address 

City 

State 

Zip 

Reyholds  Securities  Inc. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC.  AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005  •  OFFICES  COAST  TO  COAST 
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Leverage  Ahoyi 


Here  are  a  couple  of  men  who  are  turning  $3.9  million  in  cash 
into  $370  million  worth  of  ships.  And  they're  not  even  Greek. 


Despite  what  you  read  in  the  papers, 
not  all  shipping  magnates  are  Greek. 
A  pair  of  little-known  Israelis,  Yaacov 
Meridor,  59,  and  Mila  Brener,  51, 
own  $240  million  worth  of  ships  and 
have  another  $130  million  worth  on 
order;  in  addition  they  lease  $40  mil- 
lion worth  of  ships  and  have  $160 
million  worth  of  ships  on  order  to 
lease.  Until  recently  their  company, 
Maritime  Fruit  Carriers  Co.,  Ltd., 
owned  mostly  refrigerated  ships  for 
the  fruit  trade— reefers,  so  called.  But 
now  Maritime  Fruit  is  breaking  into 
the  oil  tanker  market  in  a  big  way. 

In  spite  of  its  Israeli  domicile, 
Chairman  Meridor  and  President 
Brener  like  to  refer  to  their  shipping 
business  as  "multinational."  Their  ships 
fly  variously  the  Israeli,  German,  Li- 
berian  and  British  flags.  "A  number 
of  countries,"  Meridor  and  Brener  re- 
cently pointed  out,  "grant  substantial 
concessions  in  order  to  encourage 
shipbuilding  and  have  more  vessels  fly 
their  national  flags."  MFC  has  found 
that  it  can  expand  its  fleet  without 
having  to  put  in  any  equity  capital 
at  all.  If  it  buys  at  the  right  time,  in 
the  right  place,  the  Aovm  payment 
will  often  be  covered  by  government 
subsidies  intended  to  keep  local  ship- 
yards busy.  Then  MFC  leases  the 
ship  and  borrows  enough  on  the  lease 
to  pay  the  rest  of  the  bill. 


Take  the  new  oil  tanker  deal.  The 
ships,  265,000-tonners  at  $70  miUion 
each,  will  be  built  in  the  U.S.  at 
Bethlehem  Steel's  Sparrow's  Point, 
Md.  yard.  To  make  it  possible,  the 
U.S.  Maritime  Commission  puts  up 
about  $30  million  in  subsidy  money 
for  each  ship.  Most  of  the  rest  will  be 
in  the  form  of  U.S.  Government-as- 
sured bonds  and  loans  from  a  subsid- 
iary of  the  First  National  Bank  of 
Boston. 

The  supertankers  will  be  delivered 
in  1975.  MFC  figures  the  ships,  flying 
the  U.S.  flag,  will  cost  less  than  cur- 
rent long-term-contract  leasing  rates. 
For  example,  in  1972  a  tanker  could 
be  leased  for  $2.80  per  deadweight 
ton  per  month.  MFC  is  betting  that 
surging  demand  will  increase  rates 
by  the  time  the  tankers  are  ready. 
For  every  10  cents  over  the  current 
price,  MFC  would  net  an  additional 
$914,000  annually  before  taxes. 

There's  a  risk,  of  course.  Suppose 
tanker  rates  are  depressed  in  1975. 
At  $2  per  ton,  the  three  ships  could 
lose  milhons  of  dollars.  But  MFC's 
lenders  think  the  company  is  strong 
enough  to  shoulder  the  risk.  So  confi- 
dent are  the  moneylenders  that  the 
loan  to  pay  for  the  tankers  will  be 
piled  on  top  of  $206  million  in  debt, 
a  $20-million-to-$25-million  working 
capital  deficit  and  $13  miUion  in  an- 


nual interest  charges.  Against  this, 
MFC  has  just  $35  million  or  so  in 
equity,  and  in  the  June  30  12-month 
period  had  earned  about  $8  milhon. 

In  moving  into  oil  tankers,  isn't 
^FC  branching  out  from  the  field 
where  it  made  its  original  pile?  Not 
quite,  says  Elie  Housman,  manager 
of  MFC's  U.S.  operations:  "We  saw 
this  as  an  opportunity  to  move  into 
crude  tankers  with  the  help  of  heavy 
subsidies."  The  tanker  deal  resembles 
MFC's  first  big  refrigerator  ship  deal 
in  1963.  At  that  time,  most  of  the 
world's  shipyards  were  starving. 

Because  it  was  bought  at  the  right 
time  for  the  right  price,  MFC  says 
its  fleet  of  42  reefers  is  worth  at  least 
$100  million  more  than  its  stated  val- 
ue of  $240  million;  thus  it  provides 
lots  of  collateral  for  expansion. 

MFC  started  in  1962  on  a  shoe- 
string; by  1964  it  had  only  $3.9  mil- 
lion in  private  capital.  In  1968  and 
1969  MFC  sold  stock  to  the  public, 
mostly  to  Americans.  The  stock,  trad- 
ed over-the-counter  in  the  U.S.,  has 
done  well.  Meridor  and  Brener  now 
have  about  $13  million  worth,  the 
original  investors  have  a  big  gain,  and 
the  U.S.  stockholders  have  more  than  a 
300%  profit  over  the  original  offering 
price  of  about  $5  a  share.  MFC's 
leverage  is  almost  scary.  So  far,  it  has 
worked  beautifully.  ■ 


The  Propriefors,  Maritime  Fruif  Carriers  was  founded  a  blockade-runner.   Explaining  fheir  success,  Brener  says: 

decade  ago  by  Yaacov  Meridor  (right),  a  onetime  Jewish  "We  managed  to  create  capital  without  having  it  and 

underground  leader  and  Israeli  parliament  member,  and  without  any  dilution  of  stockholders'  equity.  That  is  our 

Mila  Brener  (left),  a  Russian-born  sea  captain  and  wartime  special  talent,  more  than  shipping  or  any  other  business." 


It  takes 


■^ 


1700  pounds  of  ore 
to  start  your  engineb 


An  average  31'  cabin  cruiser  has  about 
120  pounds  of  lead  in  its  battery  system. 
1700  pounds  of  ore  must  be  mined,  smelted 
and  refined  to  provide  enough  lead  for  a 
single  cabin  cruiser. 


Asarco  is  the  largest  producer  of  refined 
lead  in  the  United  States.  A  common  mate- 
rial for  centuries,  lead  is  now  exciting 
because  it's  helped  create  a  new  mobility. 
Lead  batteries  provide  ignition  for  in- 
ternal combustion  engines.  They  also  pro- 
vide the  motive  power  for  electric  cars, 
tractors,  lawn  mowers,  fork  lift  trucks, 
skimobiles,  mine  vehicles  and  garden  tools. 


What's  more,  battery  power  is  easy  on 
the  ears  and  nose.  And,  because  it  has  other 
unique  properties,  lead  protects  against 
radiation,  noise  and  corrosion. 

Lead . . .  one  of  24  basic  materials  Asarco 
gets  from  the  old  earth  for  new  applica- 
tions. If  you  would  like  specific  informa- 
tion about  lead,  write  us  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


At  CNA we  fight  dirty. 


We  fight  dirty  air.  We  fight  dirty 
water  How? 

By  refusing  to  write  insurance 
for  willful  polluters.  And  by  not 
renewing  coverage  of  clients  who 
persist  in  polluting,  as  we  recently 
did  in  certain  cases. 

Why?  Because  pollution  isn't  just 
dirty  business,  it's  bad  business. 
And  as  far  as  we're  concerned  the 
polluter  who  refuses  to  correct  the 
situation  is  a  bad  risk.  From  a  bus- 
iness standpoint,  CNA  believes 
that  a  concern  that  stubbornly 
refuses  to  correct  its  pollution 
problems  will  prove  to  be  unprof- 
itable in  other  areas.  From  an 


ecological  standpoint,  it  blatantly 
degrades  the  general  environment. 
CNA  has  no  desire  to  profit  from 
such  a  customer 

On  the  other  hand,  CNA  does 
desire  to  help.  So  we'll  work  with 
any  client  or  prospective  client  who 
wants  to  clear  up  a  pollution  prob- 
lem. Our  specially  trained  environ- 
mental specialists  will  work  with 
them,  or  any  experts  they  appoint, 
in  analyzing  their  situation  and  rec- 
ommending remedies.  We'll  even 
consult  with  architects  before  new 
buildings  go  up.  We'll  help  when- 


ever we  can,  wherever  we  can,  as 
we've  helped  more  than  one  hun- 
dred clients  in  just  the  past  year. 

So  let's  fight  dirty  together 
Because  this  is  the  only  kind  of 
fighting  that  can  win  a  better 
future  for  all  of  us.  Call  your  CNA 
agent.  Or  write  us.  We  care  about 
the  company  that  cares  about 
tomorrow. 

Working  to  insure 

a  better  tomorrow. 

^'CN/K /insurance 

A  PART  OP  CNA  FINANCIAL  OORPORATOI 


CNA/insurance  310  S  Michigan  Ave  Chicago,  Illinois  60604,  Continental  Casualty  Co ,  Amencan  Casualty  Co  ,  National  Fire  Insurance  Co  of  Hartford, 
Transcontinental  Insurance  Co ,  Transportation  Insurance  Co ,  Valley  Forge  Insurance  Co ,  Valley  Forge  Life  Insurance  Co ,  CNA  Investor  Services,  Inc 


//  Only  Penn  Centra/  Muddled  through 
the  Way  Rolls-Royce  Did.  - . 

the  ailing  transportation  giant  migtit 

well  be  on  its  way  out  of  banl^ruptcy. 


So  YOU  READ  ABOUT  doclc  Strikes  and 
wildly  inflationary  labor  settlements 
and  government  vacillation  over  there, 
and  you  come  to  the  conclusion  that 
our  British  cousins  no  longer  know 
how  to  manage  their  economic  affairs. 
Well,  then,  ponder  this:  Britain's  Rolls- 
Royce  went  broke  about  the  same 
time  our  Penn  Central  did.  Both 
events  nearly  touched  ofl^  panics;  both 
were  national  emergencies  of  sorts.  In 
both,  the  national  governments  were 
called  in  to  lend  a  hand. 

Britain's  Rolls-Royce  is  nearly  back 
on  its  feet.  It  just  reported  a  pretax 
profit  for  the  first  ten  months  of  1971 
and  is  preparing  to  pay  a  first  pay- 
ment to  unsecured  creditors  of  15 
cents  on  the  dollar.  In  the  end,  there 
may  even  be  something  for  common 
stockholders. 

Penn  Central  is  still  running  deep 
in  the  red,  not  even  counting  unpaid 
interest  on  its  huge  debt.  It  has  used 
up  the  $100  million  it  got  in  govern- 
ment-guaranteed loans.  Doubts  are 
widespread  that  it  can  stay  in  business 
this  side  of  nationalization. 

The  two  cases  are  not  as  different 
as  they  may  seem.  Neither  company 
could  be  allowed  to  close  down:  the 
Penn  Central  for  legal  reasons  and 
because  the  whole  eastern  U.S.  de- 
pends upon  it;  Rolls-Royce  because 
83,000  jobs  plus  what  remains  of 
Britain's  prestige  were  involved. 

The  case  for  Rolls-Royce  became 
a  clear-cut  and  orderly  progression 
once  the  British  government  made  up 
its  mind  Rolls-Royce  should  be  saved. 
The  Rolls  management  had  negotiated 
a  veiy  poorly  judged  fixed-price  con- 
tract with  Lockheed  for  the  RB-211 
engines  to  power  the  TriStar— a  guar- 
anteed money-loser  as  development 
costs  soared.  Rolls-Royce  also  had  four 
other  projects  coming  on  stream  about 
the  same  time.  "Even  so,"  says  a 
spokesman  for  the  receiver,  "only  one 
of  these  five  projects  backfired:  the 
RB-211."  That  in  turn  produced  the 
threat  of  the  $150  million  in  penalty 
clauses  Rolls-Royce  faced  if  it  was 
late  delivering  the  engines.  "These 
were  added  costs  the  company  could 
not  bear,"  says  he. 

Under  the  British  Companies  Act, 
the  directors  are  personally  liable  if  a 
corporation  does  not  go  into  voluntary 
liquidation  at  a  point  when  it  be- 
comes obvious  that  the  company  has 
no  way  of  meeting  its  obligations. 
Down  went  R-R,  and  in  came  receiver 
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Rupert  Nicholson,  from  Peat,  Mar- 
wick,  Mitchell  &  Co.'s  British  affiliate. 

A  new  company,  Rolls-Royce 
(1971)  Ltd.,  was  immediately  formed 
around  Rolls'  engine  divisions,  which 
the  British  government  agreed  to  buy 
at  a  "fair  value."  The  "fair  value"  may 
turn  out  to  be  quite  high.  As  a  start, 
the  British  government  paid  down  an 
initial  $75  million  to  keep  R-R 
(1971)  going.  Meanwhile,  the  govern- 
ment got  the  RB-211  division  con- 
tract for  £  1  from  the  receiver,  but 
has  to  keep  pumping  in  development 
money,  estimated  at  some  $500  mil- 
lion by  the  time  the  final  version  is 
finished.  Henceforth,  the  receiver  is 
not  interested  in  the  RB-211  prob- 
lems, the  government  has  to  worry 
about  those.  What  the  receiver  wants 
—for  the  creditors— is  the  best  possible 
price  he  can  squeeze  out  of  the  gov- 
ernment for  the  engine  divisions  it  has 
taken  over.  Insiders  say  the  receiver  is 
demanding  over  $300  million,  while 
the  Rolls-Royce  (1971)  board  is  of- 
fering only  $120  million. 

Also,  Rolls-Royce  Motors  Ltd.,  the 
automobile  division  which  also  in- 
cludes diesel  engines  and  light  manu- 
facturing, can  be  sold  off  to  the  pub- 
lic soon,  and  could  realize  a  further 
$50  million  to  $75  million  for  the 
recei\'er.  All  in  all,  a  pretty  healthy 
situation  for  a  bankrupt.  As  for  the 
government,  with  a  growing  group- 
ing of  European  aerospace  interests 
within  the  European  Economic  Com- 
munity (Forbes,  Aug.  J),  it  will  be 
in  a  nice  position  for  any  European 
military  and  civil  engine  projects  in 
the  future. 

GTa%p\nq  the  Nettle 

And  the  Penn  Central?  Service  is 
better  and  the  cash  drain  is  almost 
halted.  But  there  is  no  reorganization 
in  sight,  and  some  mortgage  bonds  sell 
for  13  to  14  cents  on  the  dollar-. 
Everyone  agrees  the  railroad  can't  be 
allowed  to  die.  But  nobody  wants 
the  responsibility  for  keeping  it  alive. 
Is  tlie  answer  some  form  of  nationali- 
zation—in whole  or,  like  Rolls-Royce, 
in  part?  Where  is  the  American  poli- 
tician bold  enough  to  advocate  that 
in  public? 

The  simple  fact  is  that  the  British 
haven't  worried  about  semantic  dis- 
tinctions. They  have  grasped  the 
nettle.  In  the  Penn  Central  case, 
Americans  are  still  looking  for  scape- 
goats and  avoiding  responsibility.  ■ 


We're 
as  quiet 

inlbronto 
as  we  aire 

inlbpeka 


That's  because  we  give  you  the 
same  kind  of  great  room 
everywhere.  A  quiet,  comfort- 
able room.  With  double  drapes. 
Convenient  desk  space. 
Bigger  beds.  Just  call  the 
Howard  Johnson's 
Motor  Lodge  nearest  you 
for  a  confirmed  reservation 
at  any  of  our  460  locations. 

Someone  you  know, 
wherever  you  go. 

i 


.    WOUJARD   ,^ 

JownsonJ 


MOTOR  LODGES  I.  RESTAURANTS 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V4  to  V^ 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  92-PAGE  CATALOG 

EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 


NAME  .  . . 
ADDRESS 
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Who's  crazy  enough  to  call  a  company 
sales  and  17,000  employees,  a  brand 


R--      J5 


rounded  in  1912,  with  over  ^600  million  in 
new  company?  I  am. 


An  interview  with  Gilbert  F.  Richards, 

president  and  chief  executive  officer  of  The  Budd  Company. 


A  company  the  size  of  The  Budd 
Company  doesn't  just  grow  that  big 
overnight.  Right? 

But  we  call  ourselves  new  because 
about  twelve  months  ago  we  changed 
practically  everything  but  the  name. 

We  had  to. 

We  simply  weren't  cutting  it.  Earnings 
were  flat.  We  were  into  questionable 
areas.  And  several  years  ago  we  had  a 
whopping  loss. 

So  we  took  a  long,  hard  look  at  our- 
selves. What  we  were  doing.  And  where 
we  were  going. 

We  cut  out  everything  that  didn't  fit. 
Everything.  We  dropped  everything  that 
didn't  show  potential.  We  took  the  com- 
pany apart  and  put  it  back  together 
again. 

We  are  now  a  product-line,  profit-cen- 
ter company.  We  then — with  the  idea  of 
providing  better  service  to  our  cus- 
tomers— totally  Testructured  the  com- 
pany, with  six  vice  presidents  and  three 
group  vice  presidents.  Crack  men  every 
one.  As  a  group,  they  constitute  the  Op- 
erations Committee  which  counsels  the 
president  on  the  day-to-day  directions  of 
our  business. 

We  also  moved  our  corporate  head- 
quarters group  from  Philadelphia  to 
Detroit.  That's  where  our  major  cus- 
tomers are.  So  that's  where  we  had  to  be. 

Now  here's  what  we  do. 

We  make  hoods,  fenders,  roofs,  doors, 
deck  lids,  frames  and  disk  brake  com- 
ponents for  the  major  automotive  com- 
panies. 

And  we  manufacture  automotive  and 
electric  heating  products — plus  design 


and  produce  prototype  dies  and  foundry 
castings. 

We  also  make  hubs,  brake  drums  and 
wheels  for  the  trucking  industry.  Plus 
truck   trailers  and  cargo   containers. 

We're  in  plastics,  too.  We  make  heater 
housings,  fender  extensions,  light  hous- 
ings and  front  end  panels  for  the  big 
four — plus  other  commercial  products. 
In  one  form  or  another,  our  products 
are  used  in  two  out  of  every  three  new 
car  models.  And  in  almost  every  truck 
on  the  road. 

And  as  far  as  our  railway  activities 
are  concerned,  we  are  profitably  booked 
— as  a  subcontractor  in  those  specialties 
where  we  built  our  reputation — through 
1974,  having  just  received  a  $30  million 
order. 

And  we  are  very  active  internation- 
ally. We  have  ownership  positions  in  (or 
contract  our  skills  to)  twenty-two 
licensees  in  fifteen  countries  on  five 
continents. 

So  we've  got  The  Budd  Company 
aimed  in  the  right  direction.  Things  are 
falling  into  place.  We're  lean.  And  trim. 
Costs  are  in  line  and  profits  improving. 
The  trend  is  up.  And  strong. 

So  if  anyone  asks  you  to  name  one  of 
the  newest,  brightest  companies  around, 
tell  them  one  of  the  oldest — The  Budd 
Company. 


THE 


COMPANY 
Troy,  Michigan  48084 

Financial  Figures:  Profits  for  first  six  months  were 
$9,314,000,  equal  after  preferred  dividends  to  $1.40 
per  common  share  on  sales  of  $334,134,000.  In  the 
first  half  last  year,  earnings  were  $558,000  or  5  cents 
per  share  on  sales  of  $268,088,000. 


"The  Meridien  Paris 
provided  a  secretary, 
telex,  everything 
except  my  name  on 
the  door." 


/Fhe  deluxe  Meridien  Paris 
offers  just  about  as  many  con- 
veniences as  you'd  find  in  your 
office.  Like  secretarial  service. 
And  telex.  And  direct  dial  phone 
service  right  in  your  room.  But 
Paris  means  great  food  and  enter- 
tainment and  charm.  And  we've 
got  that  too.  The  Meridien  Paris. 
We  make  business  a  pleasure. 

HOTEL  MERIDIEN  PARIS  r^/^  \i 


mm 


The  first  link  in  the  worldwide  chain  of 
Meridien  Hotels. 

Just  twenty  minutes  from  Orly 
International  Airport.  Five  minutes 

from  the  Arc  de  Triomphe. 

For  Individual  Bookings:  Call  Loews 

Reservations,  Inc.  in  the  U.S.  and 

Canada 

For  Group  Bookings:  Call  MERIDIEN 

HOTELS  212-832-3050 


60  5th  Ave. 

(Cor.  12th  St.  adjacent  to  church) 

Forbes  Building 
3,600  Sq.  Ft. 


Will  divide  to 

2,1 00  sq.ft. 

choice  office  space 

full  service,  central  A/C 

24  hr.  security 
conv.  fo  transportation 

owner  managed 
BROKERS  PROTECTED 


Call  Mr.  Greenberg 
675-7500  Ext.  203 


W^tch  the  Berkey! 

Berkey  Photo  went  too  far,  too 
fast  and  nearly  blew  everything. 
Now  it's  trying  again. 
This  time? 

The  history  of  companies  that  have 
tried  to  make  a  go  of  it  against  East- 
man Kodak  and  Polaroid  in  the  pho- 
tography business  is  not  a  happy  one. 
Just  look  at  the  checkered  records  of 
Bell  &  Howell,  GAF  Corp.  and  giants  ' 
like  du  Pont  and  3M  Corp.  Latest  to 
try  was  a  httle  Manhattan-based  pho- 
to finishing  outfit  called  Berkey  Photo 
Inc.,  which  came  out  of  nowhere  in  the 
Sixties,  pushing  sales  from  under  $20 
miUion  to  over  $100  million  in  five 
years  through  1967,  and  earnings 
from  17  cents  to  $1.25  a  share.  The 
price  of  Berkey's  stock  jumped  from  a 
low  of  2/8  to  over  34.  It  was  a  hot 
stock  in  1968's  hot  market. 

While  its  stock  was  on  the  way  up, 
the  company  was  cashing  in.  The 
founder  and  president,  62-year-old 
Ben  Berkey,  acquired  dozens  of  com- 
panies, moving  into  retailing,  distribu- 
tion of  imported  photographic  prod- 
ucts and  finally  into  manufacturing 
photo  equipment.  Even  after  the  ac- 
quisitions, over  50  in  all,  Ben  Berkey 
still  owns  some  15%  of  the  company's 
common.  His  shares  now -are  worth 
around  $14  million. 

But  then,  like  everyone  else  who 
seems  to  be  hacking  it  in  the  photo 
business,  little  Berkey  Photo  ran  into 
trouble.  In  1966  it  had  acquired  the 
Keystone  Camera  Co.,  a  maker  of  am- 
ateur motion  picture  equipment.  Ko- 
dak had  just  announced  its  Super  8 
mm  camera,  and  Berkey  figured  he 
could  clean  up  with  Keystone's  8  mm 
projection  equipment.  But  the  market 
didn't  take  ofl^  as  Berkey  had  expected, 
and  by  1970,  thanks  largely  to  Key- 
stone, his  company  was  $4  million  in 
the  red.  "We  stepped  into  an  old 
factory  that  was  inefficient,  and  there 
was  not  a  great  acceptance  of  our 
product,"  explains  Ben  Berkey,  just  a 
bit  lamely. 

There  was  another  big  problem  too: 
the  Pathe  division  Berkey  had  ac- 
quired in  1968.  Pathe,  which  pro- 
cessed movie  film,  was  a  money-los- 
ing operation  when  Berkey  bought  it, 
and  it  continued  to  lose  money.  It 
was  so  bad  that  Berkey  sold  it  in  less 
than  a  year  to  Movielab,  Inc.  Or  rath- 
er, he  thought  he  sold  it.  Movielab, 
alleging  misrepresentations  by  Berkey 
in  the  sale,  defaulted  on  its  payments 
during  1970.  Suits  and  countersuits 
were  filed,  and  Berkey  meantime  wrote 
down  the  $15  million  due  from  Movie- 
lab to  just  $2  million. 

Now  Ben  Berkey  is  trying  to  fight 
his  way  back.  He  thinks  the  key  is  in 


his  manufacturing  operations,  princi- 
pally Keystone.  He  says  his  manu- 
facturing sales  will  rise  from  $25  mil- 
lion to  more  than  $50  million  this 
year,  surpassing  the  revenues  from 
film  processing  which  last  year  ac- 
counted for  38%  of  total  sales  and 
63%  of  pretax  profits.  "For  five  years 
Keystone  was  a  loss  operation,  but  I 
believe  it  has  given  us  the  base  for 
a  turnaround  now,"  says  Berkey.  Key- 
stone produces  the  Everflash  instant- 
loading  camera,  which  last  year  helped 
move  the  manufacturing  division  into 
the  black  and  boost  total  company 
profits  back  up  to  88  cents  a  share. 
A  few  months  ago  came  word  that 
Berkey  is  also  working  on  a  Polaroid- 
type  instant  camera.  "Production  will 
start  sometime  in  the  near  future," 
says  Berkey,  "and  the  near  future  is 
going  to  be  nearer  than  later." 

No  Sfone  Un\\trned 

Not  content  to  take  on  Polaroid, 
Berkey  is  also  squaring  off  against 
Kodak  in  its  strongest  area:  color  film. 
Berkey  has  signed  an  agreement  with 
Japan's  Konishiroku  Photo  to  sell  its 
35  mm  film  and  126  instant-loading 
film  cartridges  this  fall  under  the 
brand  name  Berkeycolor  film.  Berkey 
concedes  that  outfits  like  Agfa,  Fuji 
and  GAF  have  not  been  very  success- 
ful in  challenging  Kodak's  domination 
of  the  color  film  market,  but  he  hopes 
for  a  big  push  from  private-label  lines 
of  the  color  film  that  he  intends  to 
sell  to  supermarkets  and  department 
store  chains. 

After  sinking  as  low  as  6  in  1970, 
Berkey  stock  is  now  back  up  close  to 
20,  which  proves  that  sometimes,  at 
least.  The  Street  is  prepared  to  give  a 
company  a  second  chance.  But  if  Ben 
Berkey  should  get  into  trouble  a 
second  time.  ..." 
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Proud  Parent 

Chase  Mortgage  has  a 
friend  at  Chase  Bank 
—and  the  stockholders 
of  both  are  very  happy. 

There  has  been  a  rash  of  real  estate 
mortgage  trusts  brought  to  market  in 
the  past  couple  of  years,  but  most  of 
them  have  been  indifferent  perform- 
ers in  the  stock  market.  A  notable 
exception  is  Chase  Manhattan  Mort- 
gage &  Realty  Trust.  It  has  more  than 
doubled  from  its  original  (1970)  of- 
fering price  of  $25  a  share.  Chase 
Mortgage  itself  is  now  the  biggest  of 
the  more  than  100  real  estate  invest- 
ment trusts  in  existence.  Its  assets 
could  very  well  approach  $1  billion 
by  the  year's  end. 

As  the  name  implies,  Chase  Mort- 
gage is  sponsored  by  Chase  Manhat- 
tan Corp.  Its  president,  Adam  C. 
Heck,  comes  from  the  Chase  Bank.  He 
has  run  Chase  Mortgage  with  a 
shrewd  eye  for  the  money  market. 
Since  its  inception.  Chase  Mortgage 
has  stuck  pretty  much  to  making 
short-term  construction  loans,  mostly 
for  shopping  centers  and  office  build- 
ings. Why  this  concentration?  Says 
Heck:  "Simple  arithmetic.  The  returns 
are  better  in  the  short-term  market 
We  pay  about  5.5%  for  money  and 
we  can  earn  9%  short  term." 

Real  estate  investment  trusts  are 
strange  beasts,  and  Chase  is  no  ex- 
ception. They  were  created  under  a 
law  designed  to  encourage  the  chan- 
neling of  risk  money  into  real  estate. 
As  an  incentive,  their  profits  are  free 
from  corporate  income  tax.  But  there 
is  a  catch:  Ninety  percent  of  every 
dollar  must  be  paid  out  to  stock- 
holders; virtually  nothing  may  be 
plowed  back  into  the  business.  How, 
then,  can  they  grow?  Easier  said  than 
done.  To  grow,  an  REIT  must  sell 
additional  shares.  But  how  do  you 
prevent  this  from  diluting  growth? 
Only  by  selling  each  batch  of  stock 
at  a  higher  price.  Chase  Mortgage 
so  far  has  done  this.  Its  first  offering 
was^at  $25  a  share,  and  its  last  issue, 
convertible  debentures,  is  convertible 
at  $55.  As  long  as  an  REIT  can  con- 
tinue selling  new  shares  on  a  rising 
scale,  it  will  constantly  increase  the 
book  value  of  existing  shares. 

This  is  especially  so,  since  each 
new  dollar  of  equity  capital  provides 
an  REIT  with  the  base  for  $2  or  more 
in  new  borrowing.  Thus,  if  the  cost  of 
money  to  Chase  Mortgage  is  5.5% 
and  the  return  is  9%,  the  leverage 
works  like  this:  The  $1  in  new  equity 
earns  9  cents;  the  $2  in  borrowed 
money  costs  11   cents,  but  brings  in 


STOCK  MARKET  STRATEGY 
FROM  GERALD  LOEB 

The  Battle  For 
Stock  Market  Profits 


$7.95 

AND 

The  Battle  For 
Investment  Survival 

$6.95 

Gerald  M.  Loeb,  often  referred  to  as  the  "Dean  of  Wall 
Street,"  has  been  "outsmarting  the  market  for  years"*... 
and  draws  on  half  a  century  of  experience  to  prepare  you 
for  the  most  challenging  decade  you've  ever  faced  as  an 

investor.  *Newsweek 


SIMON  &  SCHUSTER,  INC.  Dept.  F-32 
630  Fifth  Avenue,  New  York,  N.Y.  10020 

n  Please  send  The  Battle  for  Stock  Market  Profits.  If  not  convinced  that  it  can 
repay  its  cost  many  times  over,  I  may  return  book  within  10  days  and  pay 
nothing.  Otherwise  I  will  pay  only  $7.95  plus  postage  as  payment  in  full. 

n  $7.95  enclosed — I  save  postage.  Same  10-day  refund  guarantee. 

n  Please  send  G.  M.  Loeb's  best-selling  investment  classic,  The  Battle  for 
Investment  Survival.  If  not  convinced  that  it  can  help  me  invest  more  prof- 
itably, I  may  return  book  within  10  days  and  pay  nothing.  Otherwise,  I  will 
pay  only  $6.95  plus  postage  as  payment  in  full. 

D  $6.95  enclosed — I  save  postage.  Same  10-day  refund  guarantee. 

D  CHECK  HERE  if  you  want  to  examine  BOTH  The  Battle  for  Stock  Market 
Profits  and  The  Battle  for  investment  Survival  FREE  for  10  days.  Total  cost 
only  $14.90;  same  terms  as  above. 


Name. 


(Please  Print) 


Address. 


City- 


-State- 


-Zip. 


New  York  residents  please  add  applicable  sales  tax. 


20751 


FORBES,   OCTOBER   1.    1972 


65 


Have  you 
been  ^ 
watching 
us? 


On  February  16th,  1970,  we 
started  the  Allstate  Enterprises  Stock 
Fund,  Inc. 

Its  objective:  long-term  growth, 
investing  in  diversified  industries. 

Our  performance  thus  far,  we 
believe,  would  interest  you  . . .  and  we 
cordially  invite  you  to  write  for 
our  prospectus. 

Allstate  Enterprises  Management  Company 

Box  176-L 

Northbrook,  Illinois  60062 

/lllstate 


® 


Men  vifho  must 
make  their 


make  money  read; 

Forbes:  capitalist  tool 


18  cents;  thus  the  total  profit  is  16 
cents— a  return  of  16%  on  the  equity 
money.  Not  bad  at  all  if  you  can  keep 
it  up. 

A  slip  in  earnings,  of  course,  can 
upset  the  applecart,  but  so  far,  Chase 
has  done  very  well. 

Chase  last  year  paid  out  $3.59— a 
return  of  nearly  15%  on  its  original 
offering  price;  even  at  its  present 
price,  the  stock  yields  around  7%. 

iChase's  showing  is  the  more  re- 
markable considering  the  troubles  that 
have  befallen  so  many  competitors. 
"We  have  been  fortunate,"  Heck  says. 
"Lots  of  people  have  come  into  the 
market  and  short-term  interest  rates 
are  very  volatile." 

In  spite  of  its  connection  with  the 
Chase  Corp.,  Chase  Mortgage  is  a 
big  user  of  the  commercial  paper  mar- 
ket, where  it  can  often  borrow  a  full 
one-half  of  1%  below  the  prime  rate. 
"Besides,"  says  Heck,  "with  commer- 
cial paper  we  don't  have  to  carry 
compensating   balances   and  we   can 


Hand  In  Hand.  Jhe  REITs 
have  both  financed  and  fo- 
mented the  construction  boom. 
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keep  our  bank  lines  of  credit  intact." 
The  connection  with  Chase  helps 
in  a  subtle  way:  The  Chase  name 
rubs  off  and  helps  the  mortgage  com- 
pany to  raise  money  at  favorable  rates 
in  the  commercial  paper  markets. 

Needless  to  say,  the  bank  also  brings 
the  mortgage  company  a  good  deal 
of  business.  All  this  being  so,  why 
didn't  Chase  put  in  its  own  money 
instead  of  sending  Chase  Mortgage 
public?  Because  the  bank.  Heck 
points  out,  "couldn't  do  many  of  the 
deals  we  do  because  of  federal  and 
state  regulations  and  because  of  size 
limitations."  But  the  bank  still  has 
some  connections.  Not  only  does 
Chase  Mortgage  do  a  lot  of  its  bank- 
ing there,  it  also  pays  Cha.se  Corp.  a 
management  fee  equal  to  1%  of  assets. 
How  long  can  Chase  go  on  grow- 
ing? "The  business  is  out  there,"  Heck 
says,  "and  the  way  the  economy  is 
going,  there  will  be  more  next  year. 
We're  staffed  up  to  handle  a  good 
deal  more."  ■ 
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IMAGINATION  IN  PRODUCT  DEVELOPMENT,  TENTH  IN  A  SERIES 


Georgia-Pacific  just 
entered  a  market  projected 
to  double  by  1975. 


Georgia-Pacific  has  started  to  manufacture  and 
market  PVC  plastic.  According  to  best  industry 
estimates,  450  million  pounds  of  PVC  (polyvinyl 
chloride)  will  be  used  annually  for  building  products 
by  1975.  This  represents  a  125%  increase  over  1972! 

Right  now,  we're  producing  PVC  molding.  When 
the  time  is  right,  we'll  manufacture  other  building 
products  made  of  PVC.  We'll  distribute  these 
products  through  our  nationwide  n'etwork  of  1 1 5 
distribution  centers,  providing  one-stop  shopping 
for  over  43,000  building  materials  dealers,  builders, 
and  industrial  remanufacturers  across  the  country. 
In  effect,  we  have  ready-made  customers  for 
these  new  plastic  building  products  which  are 
superior  in  many  ways  to  existing  products. 

PVC  molding,  for  example.  It  can  be  nailed, 
stapled,  screwed,  sanded,  machined,  and  sawed 
just  likeVegular  wood  molding,  but  it  has  greater 
resistance  to  splitting  or  cracking  than  wood 
molding.  It's  not  affected  by  termites,  moisture,  or 
dry  rot.  It  reduces  manufacturing  loss  by  about  95% . 
And  its  installed  cost  is  comparable  to  pine  molding. 


PVC  siding  has  many  of  the  same  advantages. 
It  never  needs  painting.  In  its  natural  state,  PVC  is 
off-white  in  color.  But  it  can  be  colored  permanently 
in  the  manufacturing  process.  And  it's  superior  to 
aluminum  siding  because  it  won't  scratch  or  dent. 

The  plastics  industry  is  entirely  new  for  G-P. 
Why  did  we  choose  this  product  and  this  time  to 
diversify  our  operations?  A  sizeable  number  of 
building  products  are  now  being  manufactured  of 
PVC.  We  have  the  industry's  finest  distribution 
system  to  get  PVC  building  products  to  the  market- 
place. And  we  already  manufacture  chlorine 
which  is  70%  of  the 
raw  material  for  PVC. 
So  all  it  takes  is 
a  little  imagination 
to  realize  the  potential 
of  PVC  building 
products  for  G-P. 

This  is  another  way 
imagination  pays  for 
Georgia-Pacific. 
And  for  you. 
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(Estimated  consumption  of  PVC 
plastic  in  building  materials.) 


GEORGIA-PACIFIC,  A  PERSPECTIVE 

Is  a  comprehensive  overview  of  the  Company  detailing 

its  markets,  resources,  operations,  and  business  philosophy. 

Mail  the  coupon  for  your  free  copy.  No  obligation,  of  course. 


NAME 


ADDRESS 


CITY 


STATE 


ZIP 


Georgia-Pacific  Corp. 
Dept.  7-10 
900  S.W.  Fifth  Ave. 
Portland,  Oregon  97204 


Georgia-f%icific 


THE  GROWTH  COMPANY 


Faces  Behind  the  Figures 


Take  Something  Destroyed 

"For  many  businessmen,"  says 
Enrico  Donati,  63,  chainnan  and 
chief  executive  of  Ridgefield,  N.J.'s 
HouI)igant  Inc.,  "art  is  a  diversion. 
But  for  me,  business  is  a  diversion 
—a  wonderful  adventure.  My  art 
is  my  real  life's  work." 

Each  day  from  8:30  till  noon, 
Donati  presides  over  the  fortunes 
of  his  nearly  200-year-old  perfume 
house,  manufacturer  of  Chantilly, 
one  of  the  top  five  perfume  lines  in 
the  world.  From  1:30  on,  he  swaps 
his  business  suit  for  black  shirt  and 
paint-splattered  pants,  and  paints 
in  his  airy  studio  overlooking  New 
York's  Central  Park.  So  separate  are 
his  two  lives  that  some  of  his  friends 
know  him  only  as  Donati  a  pio- 
neering member  of  the  New  York 
surrealists,  while  others  know  him 
only  as  Donati  the  businessman. 

Bom  in  Italy,  Donati  went  to 
work  for  Houbigant  in  Paris  in 
1934  as  a  management  trainee,  got 
sent  to  Houbigant's  U.S.  subsidiary, 
and  was  fired  seven  months  later 
becaiLse  he  was  "too  young  and 
aggressive.  It  was  a  very  French 
company,"  he  explains,  "dictating 
policy  from  Paris,  and  you  couldn't 
deviate  an  inch."  So  he  decided  to 
become  a  composer  and  went  back 
to  Paris;  he  failed  at  that,  wound 
up  with  a  group  of  young  artists 
living  in  a  ninth-floor  walkup  in 
Montmartre,  and  began  designing 
accessories  for  couturiers.  "I  found 
I  had  a  knack  for  designing,"  he 
says,  "and  that  provided  a  living 
while  I  went  to  art  school." 

Back  in  the  U.S.  when  the  Ger- 
mans invaded  France  in  1940, 
Donati  started  a  small  printing  and 


Magnet  Hi,  CoKection  of  Robert  W.  Sarnoff 


design  company  in  New  York,  and 
continued  to  study  art  and  to  paint. 
Along  with  Marcel  Duchamp  and 
Max  Ernst,  he  emerged  as  one  of 
the  leaders  of  the  New  York  School 
of  surrealism  and  later  joined  the 
New  York  School  of  abstract  ex- 
pressionists, exhibiting  with  artists 
like  Jackson  Pollock.  "I  became  a 
surrealist,"  he  says,  "because  a  sur- 
reahst  looks  at  an  object  not  with 
the  retina,  but  with  the  feelings  it 
inspires,  and  I  wanted  to  paint  that 
feeHng." 

While  Donati's  star  as  artist  and 
businessman  was  rising,  Houbi- 
gant, his  former  employer,  was 
slowly  foundering.  The  company 
had  been  the  largest  perfume  mak- 
er in  the  world  until  the  1920s,  but 
it  had  lost  ground,  and  in  the  late 
Fifties,  Houbigant  asked  Donati  to 
oversee  its  operations  in  the  U.S. 
Donati  thought  he  could  salvage 
the  company,  but  not  unless  he 
had  control  over  the  company's  op- 
erations. And  so,  when  Houbi- 
gant's chief  executive  offered  to 
sell  him  some  stock,  Donati  sold 
his  other  business  and  bought, 
and  when  the  rest  of  the  stock  be- 
came available,  he  bought  that 
too.  By  1965  Donati  owned  the 
company  that  had  once  fired  him. 
But  its  sales  were  barely  $2  mil- 
lion a  year,  and  it  was  sinking 
slowly  into  the  red. 

In  the  l)est  management-school 
fashion,  Donati  set  about  shaking 
up  Houbigant.  He  redesigned  many 
of  the  company's  packages  him- 
self in  elegant  19th-century  style, 
restored  the  quality  image  of  Chan- 
tilly and  Quelques  Fleurs,  the  two 
top  lines,  and  introduced  a  new 
line.  Indian  Summer.  More  recent- 
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ly  he  has  reorganized  the  sales 
forces,  and  even  built  and  helped 
design  a  new  manufacturing  plant. 
In  the  past  seven  years,  sales  have 
climbed  to  perhaps  $20  million, 
and  Houbigant  is  solidly  in  the 
black  again. 

Donati's  paintings  sell  for  $2,500 
to  $10,000  these  days,  hang  in 
dozens  of  art  collections,  including 
the  Whitney  Museum  and  the  Mu- 
seum of  Modern  Art  in  New  York, 
and  in  the  corporate  art  collections 
of  companies  like  U.S.  Steel  and 
Chase  Manhattan  Bank.  Of  his 
paintings,  Donati  says,  "I  take 
something  that  has  been  destroyed, 
build  a  new  world  around  it,  give 
it  new  life." 

Like  the  fossils  that  appear  in  so 
many  of  his  paintings.  Like  Houbi- 
gant itself.  ■ 
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I  diversification  and  growth, 
e've  just  added 
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St.  Joe  Acquiring  CanDel  Oil,  Ltd. 


NEW  YORK -When  St.  Joe 
Minerals  Corp.  says  it  is  acquiring 
a  majority  interest  in  another  com- 
pany; it  isn't  kidding. 

The  New  York-based  metals 
company  has  just  announced  an 
agreement  for  the  acquisition  hy  St. 
Joe  of  93.6  percent  of  the  out- 
standing stock  of  CanDel  Oil,  Ltd., 
a  Canadian  subsidiary  of  Sohio 
Petroleum  Co. 

John  C.  Duncan,  St.  Joe  presi- 
dent, said  the  agreement  involves 
the  purchase  of  Sohio's  entire  in- 
terest inCanDel,aCalgary-based  oil 
and  gas  firm,  for  about  $47  million. 

CanDel,  formerly  known  as  Ca- 
nadian Delhi  Oil.  Ltd.,  is  a  Cana- 
dian corporation  engaged  in  the 


acquisition,  exploration  and  devel- 
opment of  oil  and  gas  properties  in 
Western  Canada,  including  the 
Northwest  Territories  and  the 
Yukon. 

Duncan  said  St.  Joe's  purchase 
of  CanDel  had  been  discussed  with 
officials  of  the  Canadian  govern- 
ment and  that  his  company  had 
advised  the  government  of  its  in- 
tention to  offer  a  substantial  num- 
ber of  the  shares  to  the  Canadian 
public.  CanDel  —  which  reported 
net  income  of  $3,199.00{)  and  a 
cash  flow  of  $6,275,000  in  1971- 
is  an  important  step  in  St.  Joe's 
diversification  program  and  gives 
it  a  firm  position  in  the  growing 
energy  field  in  Canada. 
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Faces  Behind  the  Figures 


Is  Riley  Ready? 

At  56,  Richard  A,  Riley,  the  new 
president  of  Akron's  Firestone  Tire 
&  Rubber  Co.,  stands  a  good 
chance  of  becoming  only  the  sec- 
ond executive  outside  the  Firestone 
family  ever  to  head  up  the  com- 
pany when  Chairman  Raymond  C. 
Firestone,  64,  retires.  (John  W. 
Thomas  succeeded  Harvey  S.  Fire- 
stone in  1938,  until  Harvey  Jr.  took 
over  in  1946.)  But  whether  he  ac- 
tually does  get  the  job  may  well 
depend  on  how  successful  he  is  in 
adjusting  the  company  to  the  up- 
coming impact  of  the  long-heralded 
radial  tire. 

By  1975  the  long-wearing  radial 
is  expected  by  many  to  become 
standard  equipment  on  most  new 
U.S.  cars,  and  this  could  seriously 
contract  the  profitable  replacement 
tire  market.  RUey  is  hoping  to 
minimize  the  capital  cost  of  the 
changeover  with  a  new  process 
that  converts  bias-belted  tire  ma- 
chinery for  radial  output.  He  also 
will  push  into  faster  growing  and 


more  profitable  areas  outside  the 
tire  business,  which,  with  related 
products,  still  provides  83%  of  Fire- 
stone's $2.5  billion  in  sales,  79%  of 
its  $120  million  net  income. 

Riley  had  been  in  charge  of 
Firestone's  diversified  products  and 
international  operations,  so  his  se- 
lection suggests  that  Firestone  is 
veering  away  from  any  further  di- 
versification in  the  financial  area. 
The  company  already  controls  a 
bank  in  Zurich,  Switzerland,  and 
owns  a  25%  equity  position  in  stock 
broker  Drexel  Firestone,  which  lost 
money  last  year.  "I  want  to  pull 
the  whole  company  together,"  says 
Riley,  "but  it  will  be  especially 
necessary  for  us  to  develop  our 
present  diversified  products  [plas- 
tics, chemicals,  synthetics,  metal 
items,  etc.]  and  to  make  acquisi- 
tions where  they  fit  in." 

Despite  his  33  years  with  the 
company,  Riley  had  been  an  ex- 
ecutive vice  president  for  only  a 
year,  and  when  President  Robert 
D.  Thomas,  62,  retired  last  month 
under    doctor's    orders,    Firestone 


Riley  of  Firestone 


passed  over  several  more  senior 
oflBcers  to  name  Riley  president. 
So  the  chief  executive  spot  may 
still  be  up  for  grabs.  "I  haven't 
had  time  to  even  consider  anything 
like  that,"  says  Riley.  "I'm  still  try- 
ing to  find  out  how  you  open  the 
drawers  in  the  president's  desk."  ■ 


Roy  Hurley's  Ghost 

Thirteen  years  ago,  on  Nov.  23, 
1959,  the  late  Roy  T.  Hurley,  chair- 
man of  Wood  Ridge,  N.J.'s  Curtiss- 
Wright  Corp.,  announced  that  C-W 
had  acquired  the  exclusive  North 
American  rights  to  the  revolution- 
ary German-designed  Wankel  en- 
gine. Because  of  its  low  first  cost 
and  lower  maintenance,  the  Wan- 
kel seemed  to  have  enormous  po- 
tential for  the  auto  industry,  and 
Wall  Street  promptly  sent  the 
stock  soaring. 

The  Wankel  was  Roy  Hurley's 
last  hurrah.  Two  days  later,  C-W 
cut  the  dividend  and  the  stock 
dived.  Hurley  himself  was  out  in 
six  months,  and  a  lawyer  named 
T.  Roland  Bemer  took  over  the  ail- 
ing aircraft  company.  For  a  dec- 
ade the  Wankel  languished  on 
C-W's  shelf. 

But  times  change,  and  with  the 
traditional  auto  engine  nearing  its 
design  limits,  the  automakers  were 
in  the  market  for  brand-new 
designs.  So  last  Christmas  Gen- 
eral Motors  plunked  down  a  $4.5- 
million  installment  payment  for  a 
Wankel  sublicense— just  in  time  to 
save  Bemer  the  embarrassment  of 
a  second  loss  year.  Unless  GM 
terminates    the    agreement,    C-W 


stands  to  take  in  another  $15.9 
million  over  the  next  four  years. 
If  GM  bets  on  the  Wankel,  won't 
Chrysler,  American  Motors  and 
especially  Ford  have  to  climb  on 
the  bandwagon— at  substantially 
higher  licensing  fees? 

Nobody   really   knows,   but  the 
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Wankel  is  the  stufiF  of  dreams  for 
Wall  Street,  and  C-W  stock  is  up 
from  13  in  January  to  a  recent  52. 
As  a  group,  its  executives  have  a 
paper  profit  of  close  to  $3  million 
on  their  stock  options,  and  Chair- 
man Bemer  a  profit  of  around  $2.5 
million,  largely  on  options  he  has 
already  exercised. 

Without  the  Wankel,  however, 
Bemer  and  his  associates  would  be 
unlikely  to  have  much  of  a  profit  of 
any  kind.  All  during  the  Sixties 
C-W's  earnings  stuck  on  a  $10-mil- 
lion-to-$12-million  plateau,  sank  in- 
to the  red  in  1970  and  inched  a 
mere  $1  million  into  the  black  last 
year— thanks  to  that  GM  payment. 

"I  recognize  the  problems,"  Ber- 
ner  said  in  1960,  but  if  anything, 
the  problems  have  grown  worse. 
The  $125-milIion  cash  hoard  C-W 
had  in  1964  is  gone.  Its  aerospace 
components  business  continues  to 
decline.  Its  nuclear  component 
business  with  the  U.S.  Navy  has 
big  cost  overmns,  and  its  recently 
acquired  environmental  control  and 
jjrocess  equipment  business  is  mar- 
ginal even  after  heavy  cutbacks. 
So,  even  with  its  Wankel  income, 
C-W  will  l>e  lucky  to  earn  1.5% 
on  its  stockholders'  equity  this  year. 

Roy  Hurley?  He  died  last  year 
in  quiet  retirement.  ■ 
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Maybe  your  son  shouldn't  go  to  college. 


If  he's  qualified  and  motivat- 
ed, and  you  can  afford  it,  fine. 

But  getting  him  into  college 
is  no  guarantee  that  every- 
thing will  be  smooth  sailing 
from  then  on. 

High  cost  of  dropping  out 

Only  about  half  of  those 
v^ho  begin  as  college  freshmen 
ever  get  a  degree.  Some 
fose  interest,  others  simply  fail. 

Whatever  the  reason,  it's  an 
expensive  way  for  you  to 
find  out  that  college  isn't  for 
your  son. 

We  can  help 

Let's  say  your  son  is  bright 
bCit  not  even  interested  in  high 
school,  let  alone  college. 
But  you  both  know  that  a  good 
education  is  essential  to  his 
getting  a  job  where  he  can  do 


the  thing  he  does  best. 

We  can  help.  Because  our 
ITT  Educational  Services 
has  29  business  and  technical 
schools  located  in  major 
metropolitan  areas. 

At  many,  studies  may  be 
pursued  either  during  the  day 
or  in  the  evening.  And  12 
months  of  study  can  cost  con- 
siderably less  than  nine 
months  of  college.  Costs,  nat- 
urally, depend  on  the 
courses  and  their  length. 

Specific  career  goals 

We  offer  over  40  different 
courses,  ranging  from  air 
conditioning,  automotive  mech- 
anics and  data  process- 
ing to  fashion  merchandising, 
secretarial  sciences,  hotel 
and  motor  inn  management. 


and  tool  and  die  design.  How- 
ever, not  all  courses  are  taught  in 
all  schools. 

Personally  rewarding 

Each  year,  over  30,000  young 
men  and  women  are  trained 
by  our  business  and  technical 
schools.  Many  go  on  to  a 
lasting,  personally  rewarding 
career. 

Because  we've  helped  them 
learn  to  do  well  the  thing  they 
like  best. 

International  Telephone  and 
Telegraph  Corporation, 
320  Park  Avenue,  New  York, 
N.Y.  10022. 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


Faces  Behind  the  Figures 


Oedipus  Schmed'tpui 

Betty  Friedan,  Gloria  Steinem 
and  Germaine  Greer  have  got  it  all 
wrong.  Women  aren't  going  to  take 
over  the  boardroom  or  the  execu- 
tive suite  by  a  frontal  assault  on 
the  seats  of  corporate  power.  The 
place  to  start  is  the  home,  or  so 
Thomas  M.  Meade  believes,  and 
Meade  is  president  of  the  Los 
Angeles-based  executive  reciTjiting 
firm  of  Kremple  &  Meade. 

"Every'  woman,"  Meade  says, 
"represents  in  some  degree  the 
mother  by  whom  the  male  execu- 
tive was  dominated  as  a  boy.  Con- 
front him  with  a  woman  execu- 
tive, and  he's  instantly  reminded 
of  that  dependent  relationship  he's 
spent  a  lifetime  freeing  himself 
from.  He  sees  himself  threatened 
with  being  a  boy  again,  dominated, 
playing  a  secondary  role."  No  man 
wiUingly  puts  himself  in  that  po- 
sition, Meade  telieves,  and  this  ex- 
plains the  strong  resistance  women 
encounter  in  vying  for  executive- 
le\'el  jobs. 

If  Meade  sounds  like  a  psychi- 
atrist, the  reason  is  he  earned  two 
degrees  in  psychology  before  he 
went  into  the  recruiting  business- 
first  with  TRW  and  then  with 
Robert  Kremple,  a  former  per- 
sonnel  executive,   with  whom   he 


formed  Kremple  &  Meade  in  1964. 
Meade's  firm  has  never  placed  a 
woman  executive  and  has  never 
been  asked  to,  but  the  way  to 
change  that,  Meade  says,  is  not  to 
liberate  more  women  by  getting 
them  out  of  the  house  and  into 
ordinary  jobs,  but  to  get  more  busi- 
nessmen back  into  the  home. 

The  more  a  man  finds  personal 
fulfillment  in  business,  Meade  ex- 
plains, the  more  time  he  spends 
away  from  home.  His  children  be- 
come heavily  dependent  upon  their 
mother,  and  so  it's  she  her  son  must 
free  himself  from— not  his  father- 
when  he  moves  out  of  the  home 
and  into  the  business  world.  "A 
boy  sees  his  executive-type  father 
maybe  half  an  hour  a  day,"  Meade 
says.  "His  mother  is  there  all  the 
time.  This  won't  change  until  the 
business  structure  is  reordered  to 
permit  men  to  work  at  home,  or 
to  spend  less  time  traveling.  Such 
new  technologies  as  the  Picture- 
phone  and  the  supersonic  trans- 
port could  help  there." 

Meade  is  not  such  a  male  chau- 
vinist that  he  thinks  the  father's 
greater  involvement  in  child  rear- 
ing will  create  a  better  adult.  It 
may  even  create  a  more  conflicted 
one.  "But  if  the  father  has  more 
responsibility  in  raising  children, 
they'll  at  least  have  as  many  hang- 


Meade  of  Kremple  &  Meade 


ups  about  him  as  they  do  about 
their  mother."  And  when  that  hap- 
pens, it  won't  matter  which  sex  he 
has  to  battle  up  the  ladder  to  the 
executive  suite. 

What  about  Meade  himself?  Is 
he  liberated?  Of  course.  After  eight 
years,  Kremple  &  Meade  just  hired 
their  first  woman  executive.  ■ 


The  Greening  of  the  Shapiros 

The  eight  men  below  are  all 
Shapiros  or  Shapiro  in-laws.  The 
founding  (and  controUing)  family 
provides  11  of  13  directors  and 
eight  of  the  top  operating  officers 
of  Baltimore's  highly  successful 
Maryland  Cup  Corp.  These  men 
are  the  second  generation  of  an  im- 
migrant family  that  built  a  tiny 
baking  company  into  a  $156-mil- 
hon  maker  of  ice  cream  cones  and 
paper  plates  and  cups. 

But  generations  are  mortal. 
What  about  the  third  generation, 
secure  in  ownership  or  in  the  in- 
heritance of  $86  million  in  market- 
able stock?  This  generation  seems 
more  interested  in  doing  its  own 
thing  than  in  doing  the  family 
thing.  Vice  President  and  Treasurer 
Albert  Shapiro  says  his  two 
daughters  "couldn't  care  less  about 
the  company."  A  nephew  is  teach- 
ing in  Peru  and  another,  James 
Shapiro,  is  a  microbiologist  who 
"discovered  a  gene  or  something." 


Of  30  in  the  Shapiro  III  generation, 
"only  ten  are  in  the  company,"  says 
Vice  Chairman  Merrill  Bank,  a  son- 
in-law  of  the  founder.  Bank  adds, 
"Not  all  of  the  ten  are  going  to 
make  it  to  the  top." 

For  two  generations,  family  con- 
trol  has   worked   beautifully.    But 


in  recent  years  profitability  has 
shrunk;  sales  climbed  60%  between 
1967  and  1971.  but  net  profits 
scarcely  budged.  The  picture  is 
improving  now,  but  Maryland  Cup 
is  still  far  from  its  old-time  profit- 
ability. Maybe  what  it  needs  is  an 
infusion  of  outside  blood.  ■ 


Albert  Shapiro 


Millon  BoreniWin 


Arthur  Shapiro 


SamutI  Shapiro 
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Meet  the  magazine 
' '    'ell  o!  a  nerve. 


When  Saturday  Review/THE  SOCIETY 
wanted  to  do  an  article  on  Red  China,  we  assigned  it  to 
a  China  expert  who  doesn't  think  much  of  the  kind  of 
reporting  that  covered  President  Nixon's  visit.  He's  been 
to  China  himself-  and  he  tells  you  what  you  missed. 

When  we  covered  Vietnam,  we  let  a  top  military  expert 
tell  why  all  our  technology  including  laser-guided  bombs,  doesn't  seem  to 
bother  the  North  Vietnamese.  (Some  high  officers  will  fidget  as  they  read  'Smart 
Bombs  and  Dumb  Strategy") 

We  printed  an  impassioned  plea  for  a  McGovern  victory  (before  he  was  even 
nominated) -by  John  Kenneth  Galbraith. 

And  then  an  article  by  President  Nixon's  campaign  manager  telling  why  he 
thinks  Nixon  will  not  only  win,  but  even  get  the  Jewish  and  Black  vote. 

Saturday  Review/THE  SOCIETY  is  the  magazine  that  invited  a  prominent 
marriage  counselor  to  back  up  his  opinion  that  marriage  vows  should  be  written  up  in  a 
formal  contract— by  presenting  a  good  example  of  one. 

Wb  ran  a  General  Motors  horror  story  we  doubt  many  magazines  would  publish. 
It's  about  the  school  buses  your  children  might  be  riding  in  right  now,  and  it's  the  height  of 
corporate  irresponsibility 

We  have  an  ex-FTC  commissioner  talking  angrily  and  loudly  about  the  FTC's 
shortcomings,  parliculariy  in  regard  to  the  telephone  company 

A  radical  educator  speaking  his  mind  about  the  Jesus  movement. 

Simone  De  Beauvoir  to  put  you  (for  a  few  minutes  only)  through  the  terrors  of 
old  age  in  today's  society. 

We  have  this  kind  of  reporting  1 2  months  a  year 

We  even  iUustrate  it  with  a  hell  of  a  nerve.  With  some  of  the  freshest  designers 
and  illustrators  of  today.  And  in  full  color. 

Special  half-price  Charter  Rate 

We  suppose,  sooner  or  later,  our  coverage  will  balance  out.  A  vimlent  "for" 
article  in  January  a  virulent  "anti"  article  in  June. 

But,  in  the  process,  we'll  manage  to  expose  a  lot  of  people  to  what's  really 
going  on  in  America  and  in  the  worid  today  And  what  can  be  done  about  it 

You've  never  seen  a  magazine  like  Saturday  Review/THE  SOCIETY  before. 

But,  then,  our  society  has  never  challenged  your  thinking  in  so  many 
ways  t>efore. 

The  order  form  brings  you  an  Introductory  Charier  Rate  subscription  of  12 
issues  for  $6.00.  That's  half  the  regular  $12.00  rate. 


THE^CIETY 

Box  2043 

Rock  Island,  Illinois  61207 

Enter  my  Introductory  subscription  to  Saturday  Review/ 
THE  SOCIETY  at  the  half-price  Charier  Rate  of  $6.00 
for  one  year  (regularly  $12.00  for  12  issues)  with  a 
guarantee  that  I  must  enjoy  i:  or  you'll  give  me  a  full 
refund. 

D  Payment  Enclosed        D  Bill  me 
(offer  good  only  In  U.S.  and  Canada) 


Name. 


Address. 


City_ 


State- 


-Zip- 


If  you  are  currentty  a  subscriber  to  Saturday  Review.  SR/THE 
SOCtETY  is  already  included  in  your  subscription  as  part  of 
SRs  new  total  information  program  covenng  Ttie  Arts,  Educa- 
tion. Science,  as  well  as  The  Society. 
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Another  step  toward 
auto  emission  control 
is  an  effective 
electronic  ignition  system. 

All  Americans  want  cleaner  air. 

And  Annerica's  auto  makers  are  working  on  lots  of  ways 
of  helping  cut  the  auto  emissions  that  contribute  to  air 
pollution. 

Some  of  the  ways  to  help  control  auto  emission  include 
new  electronic  systems  that  use  solid-state  components 
made  by  RCA. 

These  solid-state  devices  can  allow  your  car  to  ignite 
gasoline  with  greater  precision  than  conventional 
systems,  thus  reducing  emissions.  And  they  stay  more 
accurate,  so  you  minimize  misfiring  as  your  car  gets  older. 

In  addition  to  helping  control  auto  emissions  through 
Improved  ignition  systems,  solid-state  components  can 
deliver  more  voltage  at  starting.  And  because  most  of  the 
new  systems  eliminate  points,  they  will  require  less 
maintenance. You  save.  We  all  benefit. 

RCA  is  a  leader  in  solid-state  technology.  But  we're  also 
concentrating  on  many  areas  of  opportunity.  Like  con- 
sumer electronics,  consumer  services,  entertainment, 
as  well  as  communications  technology.  Areas  in  which 
RCA  has  an  active  roletoday  and  will  seek  an  even  greater 
role  tomorrow. 


RCA 


The  Funds 


The  Keepers  of  the  Castle 


"Trlthfully,  there  is  not  much 
to  be  gained  from  talking  to  a  com- 
pany or  its  president  before  you 
buy  its  stock."  says  Justin  S.  Dunn, 
president  of  E.W.  Axe  &  Co.  Does 
that  statement  fly  in  the  face  of 
the  current  "we-just-talked-with- 
management-and-the-real-poop-is" 
school  of  investment  analysis?  It 
does  indeed.  Does  it  sound  old- 
fashioned  in  a  time  when  the  first 
analyst  to  learn  about  a  quarterly 
earnings  gain  (or  loss)  has  a  ten- 
point  adv-antage  over  his  competi- 
tors? Old-fashioned,  yes. 

But  that's  the  way  they  operate 
around  the  Axe  organization  and 
that's  how  they  manage— success- 
fully, too— more  than  a  half-billion 
dollars  in  investment  funds.  Says 
Dunn:  "Mr.  Axe,  the  founder  of 
our  companv',  thought,  and  I  still 
tend  to  agree,  that  in  selecting  se- 
curity value,  there  is  more  than 
enough  information  available  for 
anyone  to  sort  out  the  facts  and 
make  a  decision." 

So,  while  thousands  of  analysts 
crisscross  the  country,  psyching 
managements  and  hoping  for 
dropped  hints,  Dunn  and  the  two 
other  men  (Louis  K.  Hyde  Jr., 
chairman  and  Donald  Ellsworth, 
executive  \ice  president)  who  run 
the  Axe  group  remain  holed  up  in 
a  72-year-old  castle  overlooking  the 
Hudson  River  at  Tarr\town,  \.Y., 
30  miles  from  downtown  Manhat- 
tan. The  three  are  direct  heirs  of 
the  deceased  founders,  Emerson 
Axe  and  his  wife,  Ruth,  whose 
trust  and  foundation  still  control 
the  management  company. 

"Here  we  are  fundamentalists," 
says  Justin  Dunn.  "We  have  daily 
reports  on  over  800  stocks  and 
maintain  about  1,300  charts  on 
economic  indicators.  I'd  rather  see 
our  anaUsts  keeping  up  with 
changes  in  industry  trends  and  call- 
ing companies  primarily  to  find  out 
why  reality  may  have  differed  from 
what  we  anticipated,  than  making 
the  routine  security  analyst's  tour 
and  asking  the  usual  questions 
where  you  already  knew  the  an- 
swers. A  lot  of  what's  called  field 
work  is  really  ritual." 

"I  agree,"  says  Chairman  Hyde. 
"So  often,  these  so-called  analysts 
who  write  reports  after  visiting 
companies  never  do  the  really  hard 
work  of  good  basic  securit\'  analy- 


sis. They  get  caught  up  in  trends 
and  fads  and  recommend  securities 
where  there  is  Uttle  value." 

Emerson  Axe  was  one  of  the 
most  accurate  investment  counsel- 
ors of  all  time.  A  Hanard  grad- 
uate who  fenced,  pla\ed  chess 
blindfolded  and  took  regular  tar- 
get practice  in  his  libran,',  Axe  pre- 
dicted the  1929  stock  market  crash 
just  before  it  happened.  So  did 
others.  But  Axe  fought  the  tempta- 
tion to  rein\est  again  too  soon,  and 
so  avoided  the  subsequent  sharp 
declines  of  the  early  Thirties, 
which  wiped  out  so  man\'  who  had 
escaped  the  Great  Crash.  Later, 
when  many  Wall  Streeters  were 
still  saying  they  never  wanted  to 
own  another  common  stock  again. 
Axe  announced  it  was  time  to 
resume  busing. 

In  1941,  to  gain  perspective 
and  avoid  the  herd-like  mistakes 
of  Wall  Street,  Axe  and  his  wife, 
Ruth,  fled  to  Tarry toun,  where 
they  captured  64  acres  and  a  45- 
room  castle  at  a  down-in-the-dun- 
geon  price  of  $55,000.  (In  the 
area,  one  acre  alone  sells  for  about 
$40,000  these  days.)  Wall  Street- 
ers used  to  scoff  and  call  the  Axes 
recluses,  and  dismiss  their  invest- 
ment theories  as  "high  finance  on 
the  Hudson."  Today  the  critics 
would  be  hard  put  to  fault  the 
Axe  funds'  outstanding  investment 
performance.  Axe's  two  balanced 
funds— Axe-Houghton  Fund  A 
and  Axe-Houghton  Fund  B— both 
ranked  A  in  up  markets  in  the 
Aug.  15,  1972  Forbes  annual  Mu- 
tual Fund  Survey.  So  did  Axe- 
Houghton  Stock  Fund.  Even  their 
one  laggard.  Axe  Science  Corp., 
had  a  respectable  B. 

A  $10,000,  ten-year  investment 
in  the  Axe-Houghton  Stock  Fund 
with  dividends  and  capital  gains 
reinvested  would  he  worth  $30,459 
today— no  mean  achievement. 

At  Axe's  Castle,  the  references  to 
Mr.  Axe  ring  with  the  authority  of 
Holy  Writ,  but  Hyde  insists  he 
and  his  colleagues  ha\e  never  hesi- 
tated to  modify  his  principles.  "But 
while  we  have  adapted  to  the  con- 
stantly changing  environment," 
H\'de  sa\s,  "we  have  carefully 
maintained  Mr,  Axe's  principles, 
made  explicit  in  writing  in  1937." 

Is  this  approach  that  good  and 
that  relexant  after  all  these  vears? 


Axe's  Castle,  which  was 
built  way  back  when  labor 
was  earning  only  $1   a  day. 


"Certainly,"  snaps  Justin  Dunn. 
"We're  not  about  to  change  our 
approach,  because  we  know  it 
works.  The  big  thing  about  our 
record  has  always  been  the  stocks 
we  picked."  The  balanced  Axe- 
Houghton  Fund  B,  he  points  out, 
has  outperformed  the  Dow  Jones 
average  since  its  formation  in  1939, 
e\en  though  on  axerage  less  than 
50%  of  its  portfolio  is  in  common 
stocks.  Over  the  last  ten  years,  in 
fact,  the  balanced  Axe-Houghton 
Fund  A  outperformed  most  com- 
mon stock  funds,  too. 

'The  crucial  area  is  in  the  han- 
dling of  risk,"  says  Hyde.  "It's  not  a 
question  of  buying  a  securit>'  you 
like  and  think  will  go  up  because 
e\er>one  else  is  buying  it  too.  The 
downside  risk  must  be  carefully 
considered.  Our  concept  is  to  re- 
duce risk  by  finding  R(K>d  value 
without  a  big  downside  potential. 
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Play  the  odds, 
^ullsave. 


Examples  of  Long  Distance  rates 
for  coast  to  coast  calls 


Weekends 


8  a  m  to 
11  p  m.  Sat 
and  8  a.m.  to 
5  p  m  Sun 


Evenings 


5  p  m.  to 
11  p.m.  Sun 
ttirougti  Fn 


Nights 


11  p.m.  to 
8  am  daily 


8  a  m  to 
Weekdays       5  p  m  Mon 
tlirougti  Fn 


SlationtoStation 

Dial-it-  Operator- 

Yourself  Assisted 


70C 
lirsl  3  minutes 


85( 
first  3  minutes 


35C 

first  minute 

(minimum  call) 


SI. 35 
first  3  minutes 


$1.40 
first  3  minutes 


$1.40 
(irst  3  minutes 


$1.40 
minimum  call 
(3  minutes) 


$1.85 
first  3  minutes 


You  can  save  money  on  your 
out-of-state  Long  Distance  calls  if 
you  keep  this  rate  chart  in  mind. 

Especially  the  column  headed 
"Dial-it-Yourself '  calls. 

If  you  compare  the  rate  for 
person-to-person  calls  with  the 
rate  for  dial-it-yourself  calls, 
you'll  see  a  great  difference.  So 
if  you're  willing  to  play  the  odds 
on  reaching  a  specific  person 
when  you  call,  your  savings  can 
be  big.  In  fact,  in  many  cases  — 
as  in  the  case  of  coast-to-coast 
calls  —  you  can  get  two  calls  for  the  price  of  one. 

The  reason  rates  are  so  much  less  on  interstate  dial-direct 
calls  is  that  they  cost  so  much  less  to  handle.  Often  a  person-to- 
person  call  ties  up  our  circuits  and  an  operator  for  long  periods. 

Know  when  you  can  save  on  Long  Distance  calls  and  how 
much.  Examine  the  rate  chart  above.  Cut  iU)ut  and  keep  it  near 
your  phone.  Knowing  is  worth  the  effbrt.l 


Person 

to- 
Person 


$355 
first  3  minutes 


$3.55 
first  3  minutes 


$3  55 
minimum  call 
(3  minutes) 


$3.55 
first  3  minutes 


Rates  shown  (tax  IS  not  included)  are  for  the  days,  hours  and  durations  indicated, 
and  for  the  types  of  calls  specified  at  the  head  of  the  columns.  Rates  may  be  even 
less,  of  course,  on  out-of  state  calls  for  shorter  distances. 
Dial  it-yourself  rates  apply  on  all  interstate  calls  (excluding  Hawaii  and  Alaska) 
completed  from  a  residence  or  business  phone  without  operator  assistance.  They 
also  apply  on  calls  placed  with  an  operator  from  a  residence  or  business  phone 
where  direct  dialing  facilities  are  not  available  Oial-direct  rates  do  not  apply  to 
personto  person,  com,  hotel  guest,  credit-card,  or  collect  calls,  or  to  calls 
charged  to  another  number,  because  an  operator  must  assist  on  such  calls. 
One  minute  minimum  calls  available  only  at  the  times  shown,  and  additional 
minutes  are  20t  each,  coast  to  coast 


The  Funds 


then  buying  and  waiting.  If  we 
pick  right,  capital  gains  are  a  by- 
product of  this  philosophy." 

The  concern  with  risk  and  funda- 
mental values  shows  up  in  a  bias 
against  stocks  with  high  price/ 
earnings  ratios.  Axe  funds  hold  rel- 
atively few  typical  glamour  issues 
and  many  small-  to  medium-sized 
companies  that  it  tries  to  discover 
ahead  of  Wall  Street. 

Dunn,  Hyde  and  Ellsworth  are 
now  67,  70  and  77,  respectively, 
so  it  is  only  a  matter  of  time  be- 
fore a  new  generation  takes  over 
at  Axe  Castle.  But  the  Axe  phi- 
losophy will  live  on.  "In  considering 


large  funds." 

Schroeder's  attitude  toward  mar- 
keting men  compares  with  that  of 
Dunn,  Hyde  and  Ellsworth.  They 
note  that  they  have  achieved  su- 
perior results  with  below-average- 
portfolio  turnover  and  imply  that 
much  of  the  industry's  turnover  in 
the  past  came  from  the  marketing- 
oriented  managers  who  wanted  bro- 
kerage commissions  to  reward  deal- 
ers who  pushed  their  funds. 

"Still,"  Schroeder  says,  "our  turn- 
over will  increase,  not  because  of 
a  change  in  philosophy  but  because 
of  greater  use  of  the  computer." 
Each  day  Schroeder  gets  computer- 


Axe's  research  departmenf  occupied  the  castle  dining  room  where  social- 
ites once  dined,  a  waiter  behind  every  second  chair.  In  a  room  nearby  a 
huge  stone  bear  was  exiled   from  the  fireplace   by  bullish  researchers. 


the  future  leadership,"  says  Hyde, 
"we  have  given  heavy  weight  to 
being  sure  the  candidates  would 
continue  in  Une  with  our  general 
philosophy." 

Of  the  probable  heirs,  41-year- 
old  John  L.  Schroeder,  head  of 
research,  has  been  with  Axe  only 
nine  months.  "I  wanted  to  be  in  an 
investment-controlled  rather  than 
marketing-controlled  environment," 
says  he,  explaining  his  coming  to 
Axe.  "For  instance,  I'm  pleased 
with  the  modest  size  of  our  funds, 
which  range  from  $52  million  to 
$251  million.  We  can  take  more 
meaningful  positions  in  small-  and 
medium-sized  stocks.  It's  much 
harder  to  get  superior  results  with 


produced  risk-reward  ratios  on  each 
of  the  800  stocks  Axe  follows.  This 
will  enable  him  to  sell  stocks  more 
quickly  where  the  upside  potential 
has  become  realized  and  the  down- 
side potential  has  soared. 

The  computer,  for  example,  says 
U.S.  Steel  stock  has  an  upside  risk 
potential  over  the  next  12  months 
of  75%,  a  downside  risk  of  only  9%. 
Bethlehem  Steel  shares  look  even 
better— 90%  on  the  upside,  3%  on 
the  down.  Santa  Barbara  Savings  & 
Loan  has  an  upside  figure  of  96%, 
only  5%  downside. 

If  the  prices  of  these  securities 
rise,  the  computer  will  show  the  up- 
side potential  decreasing  daily  and 
the  downside  increasing.  Schroeder 


feels  that  once  the  risk  percentage 
becomes  greater  than  the  reward 
potential,  he  should  consider  shift- 
ing into  a  new  situation  with  less 
downside  risk. 

The  second  newcomer  to  Axe's 
top  management  is  Philip  K.  Reily, 
*48,  president  since  last  March 
of  Axe  Science.  Reily  is  an  engi- 
neer who  was  a  consultant  on  Axe's 
Board  of  Scientific  Adxisors  for  15 
years,  and  joined  Axe  in  1969 
after  two  years  in  the  Department 
of  Commerce.  Axe  Science  is  chang- 
ing too.  Reily  believes  Axe  Science 
will  hold  a  smaller  percentage  of 
hot  technology  stocks  than  in  the 
past.  Most  depend  on  govemment- 
finahced  research  spending,  and 
Reily  doesn't  see  too  much  of  that 
upcoming.  "Many  of  the  easy  things 
have  been  done,"  he  says.  'The 
next  technological  steps  will  be 
more  complicated  and  so  the  big- 
ger, well-financed  companies— not 
the  lightweight  technology  compa- 
nies—should make  the  most  dra- 
matic gains."  Axe  Science's  major 
holdings  here  are  Sperr\'  Rand, 
Honeywell  and  \'arian  Associates. 

For  all  their  conservatism,  the 
Axe  funds  have  not  performed  well 
on  the  downside.  As  against  their 
three  As  and  a  B  in  up  markets, 
Forbes  ranked  the  Axe  funds  at 
three  Fs  and  a  D  in  doun  mar- 
kets. Why  this  seeming  contradic- 
tion? Axe-men  would  answer  that 
you  can't  get  superior  gains  with- 
out taking  risks,  but  that  the  trick 
is  to  be  fully  aware  of  the  risks. 
That  way  you  may  get  hurt  in  a 
bear  market,  but  you  won't  get 
killed  and  you'll  live  to  fight  an- 
other day.  In  the  case  of  the  Axe 
funds,  the  risks  seem  well  worth- 
while: In  spite  of  being  clobbered 
in  several  declining  markets,  the 
Axe  Stock  Fund,  for  example,  has 
grown  more  than  twice  as  fast  as 
the  Standard  &  Poor's  stock  average 
over  the  past  decade. 

Strangely,  the  Axe  funds  have  no 
experienced  sales  manager.  They 
did  once,  but  he  seems  to  have 
done  his  job  too  well.  Capitalizing 
on  the  excellent  record  in  the  mid- 
Sixties,  he  brought  money  flooding 
in  during  1968,  but  the  organiza- 
tion couldn't  handle  the  rush  of 
new  money.  The  sales  manager  left 
and  his  job  is  still  vacant.  Report- 
edly, the  company  is  currently  look- 
ing for  a  replacement.  According 
to  the  office  joke,  his  desk  will  !)e 
down  in  the  dungeon.  ■ 
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To  most  people,  Flying 
Tiger  is  the  story  of  a  group  of 
WW-II  pilots  who  built  the 
world's  biggest  all-cargo  airline, 
flying  scheduled  routes  across 
the  U.S.  and  to  Asia.  Actually, 
that's  only  the  beginning. 

Two  years  ago  we  used 
Flying  Tiger  Line  as  a  base  to 
form  the  Flying  Tiger  Corpora- 
tion, a  holding  company  with  a 
plan  and  criteria  for  growth. 

Our  first  major  move  was 
to  enter  the  fast-growing  trans- 
portation leasing  field.  We 
acquired  North  American  Car 
Corporation.  Through  it,  we're 
now  leasing  25,000  special- 
purpose  railroad  cars,  such  as 
covered  hoppers  and  tank  cars, 
to  blue  chip  shippers  in  the  C1.S. 
and  Canada.  Because  our  leases 
are  generally  long-term,  our 
revenue  is  predictable,  our 
risk  low. 


FLYIMG  TIGER 
CORP. 

^^^^^M 

■■I 

^^HHhhmih 

FLYING  TIGER 
LIME 

NORTH  AMERICAN 
CAR 

^^^H 

^^^BH 

^B^j 

MAC  LEASIMG 
CORP. 

NATIONAL  EQUIPMENT 
RENTAL  LTD. 

Already  North  American 
Car  has  expanded.  In  October, 
1971,  it  purchased  National 
Equipment  Rental,  Ltd.  which 
leases  jet  planes,  computers, 
industrial  and  office  equipment 
to  a  broad  array  of  customers. 
And  it  formed  NAC  Leasing 
Corporation  to  arrange  net 
finance  leases  for  still  more 
customers  with  capital 
equipment  needs. 

Through  North  American 
and  its  two  subsidiaries,  we  can 
meet  virtually  any  customer's 
equipment  needs.  In  1972  these 
units  will  ifivest  $77  million  to 
purchase  new  equipment  to 
cash  in  on  the  growing  demand 
for  leasing  in  the  U.S.  and  abroad. 

Our  progress  is  reflected 
in  the  Fortune  500  issue  pub- 
lished a  short  time  ago.  During 
the  past  ten*years,  our  per-share 
earnings  have  been  growing  at 
a  47.88%  per  year  average  — 


Our  present 

makes  our  past 

look  old  hat. 


second  highest  among  the 
nation's  50  leading  trans- 
portation companies. 

Now  with  leasing  added  to 
airfreight,  our  present  and  our 
future  are  riding  two  growth 
fields  instead  of  one.  In  fact,  net 
income  for  the  first  six  months 
of  1 972  reached  $1 1 ,334,000, 
a  72%  increase  over  the 

$6,575,000  earned  for  the 

same  period  in  1971 


Flying  Tiger  I 
Corporation 


What  do  you  know  about 
your  stocks  right  now? 


Some  may  have  gone  up  in  price 
since  you  bought  them.  Should  you  hold 
them  for  further  gains  or  is  this  a  good 
time  to  take  your  profits?  Some  may  have 
gone  down.  Are  they  in  for  further  de- 
terioration or  major  recovery?  Some  may 
have  gone  "nowhere".  What  should  you 
do  about  them? 

What  about  the  earnings  prospects 
of  your  stocks?  And  what  about  the  latest 
changes  in  the  stock  market  as  a  whole? 
How  do  they  affect  your  particular 
holdings? 

Whether  your  source  of  investment 
guidance  is  an  advisory  service,  a  broker, 
or  your  own  investigation— the  chances 
are  that  you  knew  considerably  more 
about  your  stocks  at  the  time  of  pur- 
chase than  you  do  currently. 

This  is  not  as  it  should  be.  You  need 
to  be  kept  continually  up-to-date  on  your 
stocks,  so-that  your  decisions  to  continue 
holding,  to  buy  more,  or  to  sell  are  at 
least  as  well  founded  as  your  original 
decisions  to  buy.  This  applies  no  matter 
how  few  or  how  many  stocks  you  own. 

Value  Line  covers  more  than 
1400  stocks 

.  .  .  not  now-and-then  but  regularly 
and  systematically.  These  1400— which 
encompass  virtually  all  active  stocks  on 
the  New  York  Exchange  plus  hundreds 
of  leading  issues  traded  on  the  American 
Stock  Exchange  and  Over-the-Counter— 
account  for  the  vast  preponderance  of 
the  dollar  value  of  all  shares  traded  in 
U.S.  securities  markets.  The  Value  Line 
can  bring  you  up-to-date  continually— 
and  keep  you  up-to-date  continually— on 
any  or  all  of  them  that  interest  you. 

Value  Line  rates  all 
1400  stocks  Every  Week 

...  in  our  24-page  weekly  Summary 
of  Advices.  The  1400  stocks  are  listed 
alphabetically,  showing  how  each  is  cur- 
rently rated  on  four  specific  factors:  (a) 
Probable  Relative  Market  Performance 
in  the  Next  12  Months,  (b)  Relative  Ap- 
preciation Potentiality  in  the  Next  12 
Months,  (c)  Relative  Estimated  Yield  in 
the  Next  12  Months,  and  (d)  Relative 
Safety. 

On  each  of  these  four  counts,  each 
stock  is  numerically  rated  from  1  (High- 
est) down  to  5  (Lowest)— so  you  can  tell 
at  a  glance  where  each  stock  stands,  in 
the  entire  140Q-stQck  spectrum,  on  the 


investment  factors  of  special  importance 
to  you. 

Value  Line  gives  you 
comprehensive  analyses 
of  over  1400  stocks 

.  .  .  each  one  the  subject  of  a  fact- 
filled  full-page  report  every  13  weeks 
(four  times  a  year) .  Each  full-page  report 
presents  a  wealth  of  statistical  data  on 
the  company  and  its  stock,  with  updated 
projections  of  future  results,  plus  a  con- 
cise summary  of  the  latest  salient  de- 
velopments of  investment  significance. 

Each  week  we  issue  more  than  100 
such  reports.  All  1400  stocks  under 
survey  are  covered  this  way  during  a  13- 
week  cycle— in  regular  rotation  by  indus- 
try group.  Amd  the  overall  industry 
groups  themselves  are  concurrently  ana- 
lyzed in  depth. 

All  told,  therefore,  Value  Line  gives 
you  full-page  reports  on  each  of  over 
1400  stocks  every  13  weeks,  and  up- 
dated ratings  of  each  of  over  1400  stocks 
every  single  week. 

NOTE:  The  Value  Line  ratings  of 
more  than  1400  stocks  are  not  infallible. 
But,  over  the  years,  such  a  large  percent- 
age have  actually  performed  in  ac- 
cordance with  their  ratings  that  the 
probabilities  stand  strongly  in  favor  of 
the  investor  who  systematically  lines  up 
his  stock  investments  with  the  Value  Line 
ratings. 

Value  Line  gives  you 
specific  recommendations 

Each  week  the  8-page  Selection  & 
Opinion  section  of  the  Value  Line  Survey 
presents  a  detailed  recommendation  of 
a  new  Especially  Recommended  Stock 
(three  a  month)  or  Special  Situation  (one 
a  month). 


Here,  too,  you  receive  continual  fol- 
<  lowup— so  that  you  are  never  in  doubt 
about  our  current  evaluation  of  a  recom- 
mended stock  you  may  have  purchased. 

NOW,  COMPARE 

Do  you  get  this  kind  of  assistance 
from  your  present  sources  of  investment 
guidance?  Compare  what  you  look  for 
with  what  you  actually  get.  If  the  com- 
parison leaves  you  less  than  fully  satis- 
fied, then  we  believe  The  Value  Line 
Investment  Survey  may  have  the  answer 
for  you. 

If  you  think  the  Value  Line  Survey 
may  give  you  more  and  better  invest- 
ment service— may  do  a  superior  job  of 
helping  you  build  and  protect  your  capi- 
tal—then act  now  on  that  possibility  and 
see  for  yourself  if  it  proves  true. 

13  weeks  of  Value  Line  for  $25. 

(REGULARLY  $49) 

The  coupon  below  will  permit  you  to 
put  The  Value  Line  Investment  Survey  to 
the  test  at  the  special  13-week  introduc- 
tory rate  of  only  $25.  You  save  almost 
half  the  regular  $49  fee. 

Plus  this  1800-page  Bonus 

Under  this  special  trial  offer  you 
will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks 
covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring 
binders.  This  Value  Line  Reference  Serv- 
ice, which  alone  sells  for  $25,  will  be 
yours  at  no  extra  charge  under  this  offer. 

If,  for  any  reason,  Value  Line  should 
fail  to  come  up  to  your  expectations,  re- 
turn the  material  within  30  days  and  your 
money  will  be  refunded  in  full  and 
promptly.  And  remember,  your  fee  is 
fully  tax-deductible. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co..  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

Y  1601  L 
Signature 


n  Begin  my  13week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $25.  As  a  bonus  at    Name  (please  print) 
no  extra  cost,  I  vtfiii  also  receive  The  Inves- 
tors Reference  Service.  I  have  enclosed  my   Address 

$25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and 
is  available  only  once  to  any  subscriber. 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service  for 
$189. 

□  Payment  enclosed        Q  Bill  me  for  $189 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  1  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded 

N.  Y.  residents  please  add  applicable  sales  tax  For 
eign  rates  available  on  request.  (No  assignment  ot  this 
agreement  will  be  made  without  subscriber's  consent ) 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building^  (Dept.  of 
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Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


AUG. 
SEPT. 

OCT 

NOV 

DEC 

JAN. 
FEB 

MAR 123.3 

APR 123.8 

MAY    125.2 

JUNE  (Prel.)   125.3 
JULY  (Est.)     125.8 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


Whafs  Ahead  In  '73? 


Ever  so  many  investors  tell  me  tl\gt 
they  do  not  think  1973  will  be  as 
good  a  year  in  the  stock  market  as 
1972.  Some  even  say  that  they  want 
to  be  "out  of  the  market"  before  elec- 
tion, or  by  Christmas.  No  two  think 
this  way  for  exactly  the  same  reasons; 
but  there  is  a  common  thread  of  rea- 
soning that  there  must  be  another 
frontal  attack  on  inflation  early  next 
year,  and  that  the  consequences  in- 
evitably will  be  unpleasant.  No  one 
seem%  to  worr>'  much  about  the  im- 
mediate future.  It  is  assumed  that 
nothing  will  be  done  to  upset  the  ap- 
plecart before  election,  and  that  even 
after  election  there  will  be  some  kind 
of  a  honeymoon.  The  idea  seems  to 
be  that  the  DJI  will  go  over  1000 
soon,  providing  a  wonderful  oppor- 
tunity to  take  profits. 

The  economic  theory  behind  this  is 
that  history  has  to  repeat  itself,  with 
wage  and  price  controls  breaking 
down  completely.  Inflation,  it  is  as- 
sumed, will  get  far  out  of  control,  and 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Mutton  &  Co. 


public  pressure  will  insist  on  more  or- 
thodox measures  to  tame  it.  The  dol- 
lar, these  people  say,  will  look  worse 
and  worse  vis-a-vis  other  currencies. 
The  federal  deficit  will  be  even  great- 
er than  forecast.  Nixon,  probably  re- 
elected in  a  landslide,  will  be  less 
politically  motivated,  since  he  knows 
that  he  can't  xun  for  a  third  term.  A 
marked  conservative  trend  in  the  elec- 
tions will  accelerate  what  already 
seems  to  be  a  definite  turn  to  the 
right.  In  short,  there  is  even  a  pros- 
pect that  we  may  have  a  new  credit 
crunch  with  all  that  goes  with  it. 

The  merit  of  this  approach,  of 
course,  is  that  it  is  plausible.  The 
weakness  in  it  is  that  it  is  based  on 
two  questionable  premises.  The  first  is 
the  assumption  that  the  American  dol- 
lar is  the  worst  currency  in  the  world 
and  is  getting  weaker  and  weaker  in 
relation  to  other  currencies.  The  sec- 
ond is  that  history  must  repeat  itself, 
with  price  and  wage  controls  going 
down  the  drain  in  disgrace. 

The  fact  is  that  practically  every 
European  country  has  been  experienc- 


ing a  faster  pace  of  inflation  than  is 
America  this  year,  and  that  prices 
are  more  out  of  control  in  every  Eu- 
ropean country,  and  even  in  Japan, 
than  here  at  home.  These  other  coun- 
tries may  have  too  many  dollars,  but 
their  dollars  will  probably  be  worth 
more  and  more,  not  less  and  less. 

Whatever  you  think  of  controls, 
and  no  one  has  ridiculed  them  more 
than  I  have,  the  rate  of  inflation  in 
this  country  has  slowed  down.  This  is 
not  even  debatable.  It  should  not  be 
forgotten  that  there  are  many  tough 
wage  negotiations  coming  up  in  1973, 
and  the  next  nine  months  might  be 
the  worst  possible  time  to  abandon 
controls.  Strange  as  it  may  seem,  in- 
dustry is  not  protesting  too  much 
about  them,  nor  have  earnings  been 
curtailed  enough  to  hurt.  The  Federal 
Reserve  is  "leaning  against  the  wind" 
a  little  more  in  its  credit  policy,  but  it 
is  acutely  aware  of  what  happens 
when  it  tries  to  reverse  the  wind,  as  it 
did  a  little  over  two  years  ago. 

Without  posing  as  a  partisan  for 
either  side  of  this  argument,  it  is  in 
order  to  point  out  that  Mr.  Nixon  and 
his  neoconservatives  are  acknowl- 
edged pragmatists,  and  even  admit 
they  are  disciples  of  John  Maynard 
Keynes.  They  don't  care  whether  a 
policy  is  orthodox  or  not  so  long  as  it 
works.  The  elasticity  of  their  policies, 
you  know,  is  a  matter  of  highly  legi- 
ble record.  In  their  defense,  it  may  be 
said,  too,  that  they  are  operating  in 
an  economy  far  diflFerent  than  that  of 
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There  is  an 

alternative 

YOU  DON'T  HAVE  TO  GIVE 
CONTROL  OF  YOUR  PORTFOLIO 
TO  SOMEONE  ELSE  TO  OBTAIN 
COMPETENT  INVESTMENT 
COUNSEL. 

Babson's  offers  you  an  attractive  alterna- 
tive if  you  want  to  give  your  investment 
portfolio  the  benefits  of  professional  in- 
vestment counsel  without  sacrificing  your 
personal  discretionary  powers  over  your 
own  cash  and  securities. 

Furthermore,  if  you  object  to  the  general 
requirement  of  paying  a  counseling  fee 
based  on  a  percentage  of  your  portfolio, 
you'll  find  Babson's  fixed-fee  a  welcome 
contrast. 

At  Babson's  we  concentrate  on  invest- 
ment research,  advice  and  counsel.  We 
are  not  in  any  way  engaged  in  the  bro- 
kerage or  mutual  fund  business.   Asa 
Babson  client  you  will  buy  and  sell 
through  your  present  broker  and  re- 
tain final  approval  over  all  your  trans- 
actions. 

The  Babson  organization's  68  years  ex- 
perience, independent  research  depart- 
ment, modern  in-house  computer  plus 
individual  attention  to  your  portfolio, 
assure  you  of  unbiased,  professional 
Investment  counsel  precisely  suited  to 
your  personal  investment  aims  and 
needs. 

The  fee  is  fixed  —  not  computed  as  a  per- 
centage of  the  value  of  your  cash  and  se- 
curities.   Usually  counseling  services  start 
with  a  minimum  fee  and  go  up  from  there. 
Babson's  Appraisal  and  Review  Service  be- 
gins and  ends  with  a  single  universal  fee. 
This  is  the  way  it  has  always  been  at 
Babson's.    We  have  found  that  a  client's 
total  portfolio  value  is  not  necessarily  the 
governing  factor  in  determining  our  costs. 
In  fact  it  seldom  is.    We  think  the  modest 
charge  will  surprise  you  and  actually  be 
much  less  than  you  would  expect. 
So  before  turning  over  your  cash  and 
securities  —  lock,  stock  and  dividends  — 
to  someone  else  to  manage  and  trade 
at  their  discretion,  on  a  percentage-fee 
basis,  why  not  investigate  the  alterna- 
tive offered  by  Babson's? 

Babson's  Investment  Appraisal  and  Re- 
view Service,  we  believe,  is  ideally  suited 
for  personal  portfolios,  pension,  endow- 
ment, or  other  institutional-type  funds 
regardless  of  size.  Mail  this  coupon  for 
complete  details. 

babson's^B^ 
reports  inc. 

INVESTMENT  MANAGEMENT  DIV. 

WELLESLEY  HILLS,  MASS.  02181 
Founded  in  1904  by  Roger  W.  Babson 
Please  send  complete  information  on 
Babson's  Investment  Appraisal  and 
Review  Service, 

Name  . 

Street  &  No 

City State  — 


Zip 


Dept.  F-948 


Andrew  Mellon's  day.  Incidentally, 
price  and  wage  controls  are  much 
more  effective  when  executives  are  se- 
cretly inclined  to  like  them— and  op- 
pose them  mostly  with  lip  service. 

In  this  column  I  try  to  make  the 
reader  think  for  himself;  I  want  to 
make  it  clear  that  I  try  not  to  do  his 
thinking  for  him.  It  does  seem  to  me, 
however,  that  the  projection  of  a  big 
rise  in  stocks  now  and  a  collapse  in 
1973  may  be  a  httle  too  simple,  espe- 
cially when  so  many  people  adhere  to 
it  philosophically  but  are  doing  noth- 
ing in  the  market  to  implement  it. 

Actually,  this  is  a  queer  market,  is 
it  not?  The  Dow  Jones  industrials, 
representing  30  companies  which  are 
a  real  cross  section  of  the  American 
economy,  have  lately  been  pushing 
against  a  record  high,  the  mystical 
1000.  Yet  a  majority'  of  all  the  stocks 
traded  on  both  the  New  York  &  Amer- 
ican stock  exchanges  have  been  sell- 
ing below  their  1971  lows!  With  the 
DJI  pressing  at  record  highs,  the  mar- 
ket has  been  getting  rid  of  much  of 
the  foolish  excesses. 

A  Healthier  Market 

Indeed,  is  it  not  true  that  the  stock 
market  has  been  abandoning  bunk 
and  baloney  and  getting  some  of  the 
old-time  investment  religion?  Specu- 
lative excesses  in  the  former  get-rich- 
quick  performance  stocks,  the  prima- 
facie  beneficiaries  of  the  late  amateur 
greed,  are  lower  than  at  any  time  in 
1971,  and  the  tape  is  littered  with 
disasters  in  them.  Even  the  "good" 
growth  stocks  have  begun  to  sell  at 
much  more  reasonable  price/earnings 
ratios,  with  very  few  making  new 
highs.  Perhaps  one  reason  for  this  is 
that  the  bank-managed  pension  funds, 
always  more  conservative  than  the 
performance  mutual  funds,  now  dom- 
inate the  institutional  markets.  The 
significance  of  this  is  that  the  market 
is  much  more  healthy  than  it  looks. 

While  there  are  32  million  holders 
of  common  stocks  today,  every  broker 
knows  that  active  public  interest  in 
trading  in  the  stock  market  is,  and  for 
a  long  time  has  been,  abnormally  low. 
The  odd-lot  business  is  in  a  deep  de- 
pression, accounting  for  only  about 
4%  of  total  volume  as  against  more 
than  30%  in  the  late  1930s.  This  may 
be  due  partly  to  mutual  funds,  partly 
to  the  fact  that  the  average  common 
stock  investor  is  more  affluent,  and 
perhaps  to  some  extent  to  high  com- 
missions. Of  course,  odd-lot  participa- 
tion may  not  be  as  good  a  measure  of 
public  interest  as  it  formerly  was,  but 
it  is  still  a  straw  in  the  wind.  It  cer- 
tainly is  true  that  the  average  "pub- 
lic" investor  is  now  more  sophisti- 
cated; he  invests  more  and  speculates 
less.  But  in  any  event  the  public  is 


not  guilt>'  of  overspeculation  or  over- 
participation.  It  is  not  easily  scared, 
not  nearly  as  easily  scared  as  the  vol- 
atile-thinking mutual  fund  managers. 

Stock  Briefs 

Analysts  are  marking  up  their  esti- 
mates of  the  1972  earnings  of  Ford 
Motor  (66)  to  about  $8  a  share.  The 
auto  industry  is  doing  very  well  in- 
deed, in  spite  of  controls.  .  .  .  Earn- 
ings of  most  of  the  big  oil  companies 
will  be  better  in  the  second  half  than 
in  the  second  quarter,  giving  sub- 
stance to  the  better  market  behavior 
of  the  group.  .  .  .  Some  of  the  elec- 
tric utilities  report  a  much  better 
mastery  of  expenses  since  controls 
went  into  force;  high  dividend  yields 
and  low  P/E  ratios  have  been  attract- 
ing considerable  public  interest.  .  .  . 
The  land-selling  shares  have  been  se- 
riously hurt  by  the  sudden  decline  in 
General  Development  ( 16) ,  caused  by 
sudden  fund  selling  on  a  poorer  sec- 
ond-quarter earnings  showing.  I  still 
like  Arizona-Colorado  Land  &  Cattle 
(21)  and  McCulloch  OU  (22)  as 
long-term  growth  investments,  but  the 
stocks  may  be  slow. . . .  There  seems 
to  be  a  general  agreement  that  the 
building  boom  is  losing  momentum. 

In  the  previous  column  I  called  at- 
tention to  Amsted  Industries  (41)  as 
a  value.  Earnings  for  the  September 
quarter  will  be  a  little  lower  than  for 
the  June  quarter,  but  this  should  not 
prevent  earnings  of  $4  or  more  for  the 
September  fiscal  year.  Amsted  has 
been  doing  very  well,  mainly  in  its 
pipe  and  construction  business  and  in 
spite  of  an  indifferent  car-wheel  year. 

Another  low  P/E  stock  which  ap- 
peals to  me  is  Ethyl  Corp.  (30), 
which  is  now  expected  to  earn  around 
$3.50  a  share  this  year,  possibly  a 
little  more.  The  environmental  people 
prematurely  pushed  this  stock  way 
down  earlier  this  year  because  the 
company  derives  some  35%  of  its  sales 
and  something  like  60%  of  its  profits 
(1971)  from  antiknock  compounds 
for  gasohne  containing  lead.  Some 
people  think  that  antiknock  profits 
may  decline  at  the  rate  of  5%  a  year, 
but  that  the  company  may  make  up 
for  this  through  rising  profits  from 
other  sources.  After  all,  there  are  over 
100  million  cars  in  use  today  in  the 
U.S.,  most  of  which  will  do  better 
with  lead-treated  gasoline  than  with- 
out it,  and  about  a  third  of  Ethyl's 
antiknock  earnings  come  from 
abroad.  The  company  won't  go  out  of 
the  additive  business  anyway,  even  if 
it  has  to  change  the  lead  content  of 
its  additives.  There's  probably  less 
threat  of  declimng  earnings  in  the  case 
of  Ethyl  than  in  many  glamour  com- 
panies with  stocks  selling  at  P/E  ra- 
tios two  or  three  times  as  high.  ■ 
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RECOMMENDED 

COMPANY  Date  Priced ) 

NEW  YORK  STOCK  EXCHANGE 

Automatic  Data  Proc 9-10-66         5  3/8 

Cap.  Cities  Brdcstg 3-5-65  9  1/8 

Eckerd,  Jack 9-10-66         1  7/8 

Fleetwood  Enterprises 11-22-67      2 

General  Battery. 7-29-71  27  3/8 

Handleman  Company 4-6-66  5  5/8 

(2)Heubleln 10-5-66         6  3/4 

House  of  Fabrics 3-16-68         3  1/4 

Hunt  Chemical 10-31-66      5  3/8 

Longs  Drug  Stores 10-21-66      7  1/8 

Marion  Laboratories 8-2-66  5 

Masco  Corporation 1-22-65        4  3/4 

National  Chemsearch 12-8-66         8 

(3)Penney,  J.  C 12-24-66  12  3/4 

Pickwick  International 7-2-65  2  5/8 

(4)Revco  Drug  Stores 11-9-66        4  3/4 

Rockower  Brothers 9-19-68  10  1/4 

Texas  Oil  &  Gas 6-10-65         2  7/8 

United  Inns 3-20-67        2  3/8 

AMERICAN  STOCK  EXCHANGE 

(5) Ames  Dept.  Stores 11-4-66         2  1/8 

Bankers  Utilities  Corp 11-11-70  10  5/8 

Barclay  Industries 12-8-71         6  1/4 

(6)Carolina  Pipeline 3-5-65  5  1/4 

Circle  K  Corp 8-19-66         3  5/8 

Earl  Scheib 7-15-70        9 

Family  Dollar  Stores 2-11-70        3  1/8 

First  S  &  L  Shares 2-10-72  22  1/8 

Golden  West  Mob.  Homes  .  .  9-15-69  15 

(7)Greenman  Brothers 9-19-68  10  1/2 

Harland,  John  H 10-29-70  10  3/8 

Heck's 8-4-67  3  7/8 

Her  Majesty  Industries 5-13-71  20  3/4 

Jamesway  Corporation 3-20-69  10  1/2 

Kaneb  Services 11-24-70  20  5/8 

Kenwin  Shops 5-10-67        3  3/4 

Mobile  Home  Industries.  .  .  .  11-11-71  12  7/8 

Multi-Amp  Corporation 7-11-67         7  7/8 

New  Process  Co 7-29-70  12 

Ponderosa  System 12-10-69      6 

Presley  Development 3-11-70         9 

Sky  City  Stores 10-29-69      7  3/4 

Standard  Motor  Prod 11-11-70  12  3/8 

Superscope 12-2-66         7  1/8 

OVER  THE  COUNTER  (Bid  Prices  Only) 

Aceto  Chemical 6-10-70        6  1/4 

Affiliated  Bankshares  Colo.  .  4-14-71  24 

American  Financial. 1-27-71  11  3/4 

Best  Products 2-11-71         5 

Beverage  Canners 12-3-69        4  5/8 

Bl— LO 7-15-71  14  3/8 

Brenco 1-22-65         4  3/8 

Central  Banking  System.  .  .  .  2-24-71  10  7/8 
Champion  Parts  Rebullders  .  1-27-71         8  1/4 

Coca-Cola  Bot.  Midwest.  .  .  .  9-8-71  25  3/4 

Crown  Auto  Stores 6-10-71         5  7/8 

Dart  Drug 6-25-70         9  7/8 

(8)Discount  Fabrics 5-14-70         5  3/8 

Dollar  General 8-6-69  «8  3/8 

Dougherty  Brothers 2-13-68         5  7/8 

Fifth  Avenue  Cards 11-20-68      4  1/8 

Florida  Mining  &  Mat 8-30-72  21 

Food  Town  Stores 9-9-71  11  1/4 

Furr's  Cafeterias 8-25-71  12  1/8 

General  Automotive  Parts  .  .  4-12-72  42 

Gibson-Homans 6-15-72         9  5/8 

Grand  Central 2-24-72  18  1/4 

Hach  Chemical 8-6-69  8  5/8 

Jason/Empire 5-28-72  13 

Kiddie  Products 4-29-70         7 

Lawson  Products 10-15-70      3  3/8 

Limited  Stores 4-12-72  16 

Macks  Stores 10-14-71      9  7/8 

Margo's  LaMode 4-14-71  6  1/2 

Minnesota  Fabrics 11-24-70      9  3/8 

Pay  Less  Drug  (Calif.) 2-11-70  21  1/2 

Pic  'N-  Save 5-11-72  17  3/8 

Pioneer  Metals 1-28-70         7  3/4 

RPM.  inc 1-13-71         7  ]/2 

RLUCorporation 5-27-70  4  1/2 

Riekes,  S.,  &  Sons 3-10-71         7  1/4 

Security  Plastics 9-29-71         8  1/8 

Seven-Up 4-30-70  17  1/4 

Standun 12-23-69      9 

Sunshine-Jr.  Stores    11-24-71      8  1/8 

Transohio  Financial 10-28-71  13  1/4 

Union  Trust,  Inc 8-9-72  16 

Van  Schaack 12-8-71  12  1/4 

Volume  Shoe 4-9-69  11  1/2 

Walls  Industries 7-15-70         5  7/8 

Waxman  Industries 6-9-71  4  7/8 

Wiener  Corp 8-9-72  22  3/4 

Winn's  Stores 7-29-70        8  7/8 

Wright;  Wm.  E 12-3-69        9  3/8 


Price    %  Gain 
9-7-72    —  Loss 


89  1/2 

56  1/4 

34  3/8 

32 

25  7/8 

11 

60 

11  5/8 

20 

76 

50 

51  7/8 

77  1/2 

82  1/2 

45 

49  1/2 

17  7/8 

32 

33  5/8 


15  3/8 
25  5/8 
11  7/8 

16  1/8 
35  5/8 
34  3/4 
19 

24  7/8 
13  3/4 
27  1/8 
29  7/8 
25 

16  3/4 

17  1/4 
32  1/8 

11  1/4 

16  3/4 
23  1/2 
24 

52  3/4 

12  3/4 

13  5/8 

17  3/8 
13  7/8 


8 

43  3/4 

16  5/8 
51 

10  1/2 
22  1/4 
24  7/8 
18  1/4 
20  1/4 
26  1/2 

7  1/2 

22  7/8 

7  3/4 

17  7/8 
9  3/4 
3  1/4 

22  1/2 
28  1/2 

18  3/4 
34  3/4 

11  1/2 

18  7/8 
36  1/2 
20  3/4 

6  1/4 
28 

20  1/4 

13  1/2 

7  3/8 
17  1/4 
17  7/8 
17  7/8 
16 

22  1/2 

12  3/4 

21  1/2 

16  3/4 

44  1/8 
38  1/2 

17  3/4 
17  1/8 

19  1/2 
15  1/4 

20  7/8 
20  1/4 

14  1/4 
24  1/4 
32  3/4 

15  7/8 


1565% 

516 

1733 

1500 

—5 

96 

789 

258 

272 

967 

900 

992 

869 

547 
1614 

942 

74 

1013 

1316 


624 

141 

90 

207 

883 

286 

508 

12 

—8 

158 

188 

545 

—19 

64 

56 

200 

30 

198 

100 

779 

42 

76 

40 

95 


28 

82 

41 

920 

127 

55 

469 

68 

145 

3 

28 

132 

44 

113 

66 

—21 

7 

153 

55 

—17 

19 

3 

323 

60 

—11 

730 

27 

37 

13 

84 

—17 

3 

106 

200 

183 

197 

106 

156 

328 

118 

29 

22 

24 

82 

245 

192 

7 

269 

69 


FOOTNOTES  TO  STOCK  LIST 

(l)Adjusted  for  all  stock  splits  and/or  stock  dividends. 

(2) Recommended  as  Kentucky  Fried  Chicken  (merger), 

{3)Recommended  as  Thrift  Drug  (merger). 

(4)  Recommended  as  Cole  Drug  (merger). 

(5)W1II  list  on  NYSE. 

(6)4%  stock  payable  9—16—72. 

(7)4%  stock  payable  9—20—72. 

(8)Will  list  on  ASE. 


AND  A  TALE  OF 
SEVEN  DWARFS* 


IF  YOU  are  seriously  inter- 
ested in  building  your  capital, 
GROWTH  STOCK  OUTLOOK 
may  be  a  useful  investment 
tool.  Our  service  is  designed  for 
brokers  and  institutions  -  also 
those  sophisticated  private  in- 
vestors who  recognize  the  risks 
and  possible  rewards  of  invest- 
ing in  vigorously  growing  com- 
panies with  expanding  earnings. 

Our  concise,  fast-reading  re- 
ports pinpoint  certain  exciting 
but  little-known  issues  on  the 
New  York  Stock  Exchange,  the 
American  Stock  Exchange,  and 
Over-the-Counter  listings.  We 
look  for  young  companies  in 
the  incubation  stage  rather  than 
trying  to  catch  high  flyers  on 
the  wing. 

30   Reports   a   year 

We  mail  GROWTH  STOCK 
OUTLOOK  twice  a  month.  We 
also  airmail  a  new  listing  when- 
ever a  company  meets  our  quali- 
fications. Subscribers  receive  at 
least  30  reports  a  year.  We  keep 
tabs  on  each  of  our  issues  and 
delist  those  that  fail  to  maintain 
our  standards.  We  never  leave 
our  subscribers  in  the  dark. 

GROWTH  STOCK  OUT- 
LOOK was  officially  launched 
January   22,    1965,  when   the 


DJIA  was  then  near  its  all  time 
high.  That's  a  pretty  honest 
time  to  start  an  investment 
advisory  service.  Available  on 
request  is  a  list  of  all  companies 
delisted  from  this  service  since 
inception. 

Only   $35   a   year 

Our  service  presently  covers 
92  companies.  They  3r->  ■■ -'cd 
for  information  only.  ake 

no  guarantees,  no  veiled  prom- 
ises of  instant  performance.  IT 
SHOULD  NOT  BE  ASSUMED 
THAT  FUTURE  RECOMMEN- 
DATIONS WILL  BE  PROFIT- 
ABLE OR  WILL  EQUAL  THE 
PERFORMANCE  OF  PRES- 
ENT OR  PAST  LISTINGS. 

Subscription  is  only  $35  per 
year  (tax  deductible),  or  $15 
for  three  months.  Just  fill  in 
the  coupon  below,  mail  it  with 
your  check,  and  your  service 
will  begin  immediately.  As  a 
bonus  for  full  year  subscribers, 
we  include  fifteen  back  reports. 

*  Oh,   about   those 

dwarfs . . . 

A  look  at  our  current  list 
proves  we're  not  perfect.  Seven 
of  our  stocks  are  now  growing 
backwards. 


GROWTH  STOCK  OUTLOOK,  INC.  f 

4405  EAST-WEST  HWY.,  BETHESDA,  MARYLAND  20014 
□  One  Year  $35  □  Three  Months  $15      a  Foreign  $65  U.S. 

Name 


Address 

City 

State 

ZiD 

This  subscription  may  not  be 

assigned  without  subscriber's  consent. 

COMPANIES  DELISTED  DURING  PAST  TWELVE  MONTHS 

Rec9mmen4?4 

Hiqh  Since                  Delisted 

COMPANY 

Date 

Price 

Recomm 

Date 

Price 

RCA    

.10-31-66 

10 

40  3/4 

11-5-71 

33 

University  Computing 
Wadsworth  Publishing 

.11-28-66 

5  7/8 

187 

11-5-71 

17  1/4 

.6-25-70 

15 

25 

12-22-71 

15 

Motherhood  Maternity 

.8-12-70 

7  1/4 

16 

1-7-72 

8 

Wagner  Mining 

.5-27-70 

8  3/8 

27 

1-7-72 

13  1/8 

Genovese  Drug 

.7-10-69 

9  1/2 

12  7/8 

1-20-72 

11 

Clevepak 

.6-26-69 

26  3/4 

28 

2-29-72 

21  1/4 

Programming  Methods 

.6-18-69 

16  1/2 

28  1/2 

2-29-72 

23  1/8 

VCA  Corp 

.1-22-65 

9  1/2 

40  1/4 

5-4-72 

23  1/2 

Jeannette  Corp 

.8-28-69 

19  5/8 

33  3/4 

5-4-72 

13  3/8 

MacDermid 

.12-21-66 

8  3/8 
8  3/8 

36 

5-4-72 

28  1/2 
12  1/4 

Edmos 

.8-12-70 

35 

5-19-72 

Fabri-Centers  of  Amer 

.11-26-69 

22  3/4 

28  1/4 

5-19-72 

22 

San/Bar  Electronics  .  . 

.6-11-70 

5  1/2 

15  3/8 

5-19-72 

5 

Unlshops 

.1-22-65 

5  3/4 

49  7/8 

6-8-72 

13 

Powers  Regulator.  .  .  . 

.12-30-70 

31  3/8 

41 

6-8-72 

25  1/2 

Barnes-Hind 

.10-31-66 

21 

65  3/4 

9-1-72 

39 

Delta  Corp 

.8-25-71 

23  3/4 

35  3/8 

9-1-72 

9  3/8 

Hollymatic 

.9-24-69 

15  3/4 

31  5/8 

9-1-72 

14  3/4 

Liberty  Homes 

.6-24-71 

15 

25  3/4 

9-1-72 

8  3/8 

Ragen  Precision 

.10-20-66 

1  7/8 

36 

9-1-72 

9  t/8 

Amateur  speculators 
lose.  Wb'U  teach 
youtobeapro. 


If  an  uninformed  speculator  does  well  in  a 
certain  stock,  he  can  attribute  it  to  just  one 
thing  —  luck.  The  Stock  Market  Institute 
doesn't  believe  in  luck.  Stock  market  spec- 
ulation is  a  high  risk  business,  and  the 
rewards  can  be  fantastic.  But  knowledge 
and  skill — not  luck — ore  the  absolute  es- 
sentials. 

For  $750,  we  administer  a  comprehensive 
course  that  teaches  and  trains  you  in  the 
art  of  professional  speculation.  The  word 
"professional"  is  used  advisedly.  Over  the 
past  40  years,  a  large  number  of  our  stu- 
dents have  been  stock  brokers,  fund  man- 
agers, and  other  professional  money 
managers.  These  are  people  who  don't 
kid  uround.  Neither  do  we.  If  you're  past 
the  stage  of  kidding  around  in  the  stock 
market,  send  for  our  prospectus  today. 

Accredited  Member: 
National  Home  Study  Council. 

Approved  for  Veterans  Training  Benefits 


^ilJilBr  STOCK  MARKCT  INSTITUTE  INC.^ 
C|^^AUB  808  Busse  Highway,  Dept.  F-285  ■ 
I  Chicago  (Pork  Ridge),  Illinois  60068  I 

I  (312)825-5511  I 

I  Gentlemen:  Please  send  me  a  prospectus  on  the  I 
I  Stock  Market  Institute  program.  I 

I  NAME  I 

I  ADDRESS 

I  CITY 
I 


STATE 


ZIP 


I 
I 

{01} 


From  the  standpoint  of  getting  your  dollars' 
worth,  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  tlie  top  performers  for 
Growth,  for  Income,  for  Stability.  See  exactly 
how  the  5  top  No-Loads  compare  with  the  5  top 
Load  funds  for  various  significant  periods. 

Pacl<ed  with  factual  data.  FundScope's  exclu- 
sive in-depth  report  reveals  which  No-Loads 
are  a  "bargain"  and  which  are  "expensive." 
Learn  how  to  avoid  "hidden  costs"  and  mal<e 
a  purchase  of  mutual  funds  a  bargain  . .  .  not 
false  economy. 

SPECIAL  OFFER 

(new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscription  to 
FundScope,  a  thinking  man's  guide  to  mutual 
funds.  PLUS  — 4  big  bonuses  including  the 
No-Load  survey  and  the  532-page  April  1972 
Mutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  468  funds.  (GUIDE  ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-monfh 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  Dept.  F-39,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


ii, 


Bond  Stocks 


< 


Newspaper  columnist  Sam  Shulsky 
has  to  field  a  great  variety  of  investors' 
queries.  Usually  I  agree  with  his  con- 
servative stands,  but  sometimes  his 
answers  oversimplify  the  problem.  For 
instance:  Q.  I  need  income  from 
$10,000.  What  bonds  are  available? 

A.  On  any  market  day,  billions  of 
dollars  worth.  Recent  issues  rated  A, 
AA  or  AAA,  yielding  from  Tk%  to  7^2%, 
include  [follow  names  of  15  newly 
issued  high-grade  bonds].  If  you  had 
$10  million  to  invest  instead  of 
$10,000,  any  broker  could  invest  it 
in  quality  bonds  in  a  day's  time. 

This  last  sentence  of  the  reply  is  the 
nub  of  the  whole  problem  of  investing 
in  bonds— those  tempting  high  bond 
yields  have  become  very  popular  ever 
since  investing  in  stocks  failed  to  pro- 
duce the  hoped-for  results.  It's  a  cinch 
to  buy  $10  million  of  bonds,  new  is- 
sues or  older  ones.  But  just  try  to  buy 
ten  bonds  of  a  new  issue.  By  the  time 
you  see  the  ad  in  the  paper,  they  are 
either  all  gone  or  it's  an  overpriced 
turkey.  And  there  are  very  few  bond- 
syndicate  departments  who  can  afford 
the  time  to  bother  with  a  minute  or- 
der in  a  market  where  anything  under 
$100,000  is  an  odd-lot. 

Well,  let  us  assume  you  get  your 
ten  bonds  of  a  new  issue  because  the 
underwriters  are  stuck  with  millions 
of  the  stuff  and  are  willing  to  peddle 
it  to  the  little  guy.  Now  he  owns  them. 
If  they  get  listed  on  the  New  York 
Stock  Exchange,  he  is  lucky  because 
he  is  assured  of  a  reasonably  close 
market  and  price  publicity.  But  many, 
if  not  most,  of  the  new  issues  will  not 
be  listed.  If  they  are  not,  you  have  to 
sell  the  ten  bonds  in  a  hurry,  you  will 
get  a  quotation  with  a  spread  between 
bid-and-asked  wide  enough  to  drive  a 
truck  through,  regardless  of  the  bond's 
qualittj.  You  can  sell  a  million  within 
minutes  at  a  fair  price.  But  a  small 
odd-lot?  Forget  it! 

The  bond  market  is  far  more  spe- 
cialized  and   sophisticated    than   the 

Mr.   Biel   is  senior  vice  president  of  tlie  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


stock  market.  But  the  individual  in- 
vestor never  gets  to  talk  to  the  bond 
trader,  who,  remember,  deals  in  mil- 
lions not  thousands  of  dollars.  What 
the  average  customer's  man  in  a  bro- 
kerage house— my  apologies  to  the  rare 
exceptions— does  not  know  about  bonds 
would  fill  volumes.  Therefore,  most 
smaller  investors  do  not  get  informed 
advice  on  bond  purchases,  nor  is  it 
possible  for  them  to  get  even  a  mini- 
mum degree  of  diversification,  par- 
ticularly as  to  maturities. 

This  deficiency  in  the  otherwise 
broadly  covered  securities  markets  has 
been  remedied  by  what  I  call  "bond 
stocks"  (see  table).  Like  auto  stocks, 
oils,  chemicals,  electronics,  etc.,  the 
term  means  common  stocks  represent- 
ing bonds.  They  are  shares  of  closed- 
end  investment  companies  which  in- 
vest only  in  bonds,  long-term  and 
short-term,  mostly  high-grade,  some 
public  issues,  some  private  placements, 
some  with  "equity  kickers."  They  are 
managed  by  such  knowledgeable  or- 
ganizations as  American  General  In- 
surance, John  Hancock  Mutual  Life, 
Mutual  of  Omaha  and  Drexel  Fire- 
stone, the  stock  brokerage  firm. 

None  of  these  companies  has  been 
in  business  long  enough  to  prove  man- 
agement ability  in  a  full  cycle  of  rising 
or  falling  interest  rates,  but  one  may 
assume  that  in  any  event  they  will  be 
more  flexible  than  the  individual  in- 
vestor who  has  little  choice  but  to  ride 
his  bonds  up  and  down.  These  stocks, 
all  listed  on  the  NYSE  and  enjoying 
a  close  and  active  market,  permit 
you  to  buy  into  a  broadly  diversified 
bond  portfolio  at  an  acquisition  cost 
of  only  the  usual  commission  rates 
(whereas  most  mutual  bond  funds  are 
sold  at  net  asset  value  plus  a  hefty 
load),  and  you  can  get  out  at  a  mo- 
ment's notice  without  the  problems  of 
finding  a  buyer  for  an  odd-lot  bond. 
Don't  forget,  the.se  stocks  are  basically 
bonds.  They  should  be  bought  for  in- 
come and  stability,  not  for  apprecia- 
tion. Also,  dividend  rates  are  not 
fixed;  they  may  vary,  up  or  down.  ■ 


Premium 

Latest 

Recent 

Net  Assets 

or 

12  mos. 

Price 

per  stiare 

Discount 

Dividend 

Yield 

Am.  Gen.  Bond  Fund                28 

$25.02 

-1-11.9% 

$1.98 

7.1% 

Drexel  Bond-Deb.  Trdg.  Fd.       22'/4 

22.83 

-  2.6 

1.49 

6.7 

John  Hancock  Investors           24'/2 

24.38 

+  0.5 

1.85 

7.5 

Mutual  of  Omaha  Int.  Shares    18 

18.37 

-  1.3 

1.26 

7.0 

86 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


More  Thoughts  For  Worrywarts 


During  most  of  the  past  six  months, 
as  the  preceding  column  pointed  out, 
investors  insisted  on  behaving  hke 
worrywarts,  even  though  economists 
were  all  but  unanimous  in  forecasting 
a  strong  and  profitable  economy  well 
into  1973,  with  some  analysts  argu- 
ing quite  plausibly  that  this  favorable 
trend  will  continue  into  1974. 

Now,  investor  psychology  is  very 
much  within  the  province  of  technical 
stock  market  anaylsis  because  it  is  a 
basic  element  in  the  perennial  dif- 
ference between  the  market  prices  for 
common  stocks  and  their  intrinsic 
worth.  So  it  is  wise  for  the  technician 
to  keep  examining  the  popular  prem- 
ises underlying  current  investor  think- 
ing for  evidence  of  overoptimism  or 
overpessimism.  In  the  present  situa- 
tion, I  find  it  impossible  to  escape 
the  conclusion  that  investors  have 
been  unduly  skeptical  for  too  long 
and  that  therefore  the  recent  overall 
stock  price  level  could  scarcely  over- 
discount  business  and  earnings  pros- 
pects for  the  next  12  to  18  months, 
and  quite  possibly  has  underdis- 
counted  them  by  a  substantial  margin. 

For  example,  a  major  source  of 
worrywart  concern  has  been  the  pro- 
jected large  rise  in  the  federal  deficit 
for  fiscal  1973  (ends  June  1973)  and 
the  presumably  resulting  increase  in 
inflationary  pressures  along  with  ac- 
celerating demands  for  credit  that 
seemingly  threaten  to  drive  interest 
rates  to  intolerably  high  levels  and 
perhaps  lead  to  another  credit  crunch. 
In  rebuttal,  let  me  quote  the  authori- 
tative Monthly  Economic  Letter  of 
New  York's  First  National  City  Bank: 
"There's  uneasiness  in  the  nation  that 
another  bput  of  inflation  may  be  right 
around  the  comer.  But  all  the  evi- 
dence points  in  the  opposite  direc- 
tion. .  .  .  Probably  the  most  commonly 
voiced  concern  is  that  federal  fiscal 
policy  is  or  will  become  excessively 
stimulative.  .  .  .  [However]  by  the 
yardstick  of  spending  growth,  fiscal 
stimulus  is .  already  cresting  and  is 
now  scheduled  to  be  more  moderate- 
ly expansionary." 

Moreover,  the  FNCB  economists 
argue,  much  of  the  increased  deficit 
is  traceable  to  substantial  overwith- 
holding    of    individual    income    taxes 
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earlier  this  year,  which  will  result  in 
"undeipayments"  or  tax  refunds  next 
spring.  But  there  is,  they  add,  rea- 
son to  believe  that  "the  hefty  refunds 
next  year  will  not  have  much  positive 
impact  on  private  spending."  The 
trend  of  federal  spending,  now  likely 
to  be  "growing  at  an  average  10%-12% 
rate  during  the  next  year  and  a  half"— 
against  18%  in  the  first  half  of  calen- 
dar 1972— has  in  the  past  "had  more 
impact  on  private  spending  than  have 
changes  in  tax  rates,"  especially 
changes  which  do  not  alter  the  final 
tax  liability.  In  other  words,  the  ef- 
fective stimulus  of  this  fiscal  year's 
large  federal  deficit  may  be  much 
less  inflationary  and  place  much  less 
strain  on  the  supply  of  credit  than 
most  investors  seem  to  fear. 

If  the  FNCB  economists  are  right 
—as     I    suspect     they     are— investors 

A  Bullish  View 

should  be  paying  attention  to  some 
trend  projections  contained  in  a  re- 
cent study  of  credit  and  capital  re- 
quirements authored  by  Messrs.  Henry 
Kaufman  and  James  J.  McKeon  of 
Salomon  Brothers.  Messrs.  Kaufman 
and  McKeon,  let  me  hasten  to  say, 
take  a  relatively  grave  view  of  the 
federal  deficit's  implications.  On  the 
other  hand,  for  the  12  months  through 
mid- 1973,  they  project  a  distinct  drop 
in  net  new  corporate  and  state  and 
local  bond  issues  from  the  volume  of 
the  preceding  12  months.  For  the 
same  period  ahead,  they  also  antic- 
ipate a  continuing  decline  in  the  vol- 
ume of  net  new  stock  issues  by  non- 
financial  corporations  and  a  new  rise 
in  net  stock  purchases  by  institution- 
nl  investors. 

If  realized— as  they  might  well  be— 
these  trends  should  work  decisively  in 
favor  of  higher  stock  prices.  For  they 
suggest  that  the  net  supply  of  new 
stock  from  corporations  seeking  addi- 
tional equity  capital  will  be  contract- 
ing at  a  time  when  institutional  in- 
vestment demand  for  stock  is  expand- 
ing, a  combination  that  logic  as  well 
as  experience  can  readily  associate 
with  strong  stock  markets.  Add  the 
possibility— which  I  consider  real 
enough— of  rising  net  stock  purchases 
by  overseas  investors,  and  you  could 
get  quite  bullish  on  common  stocks 
for  a  good  many  months  ahead.  ■ 
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How  well 

should  you  expect  a 

$5,000,  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  capital  working  continually  to  achieve 
these  goals.  Yet,  perhaps  for  reasons  beyond 
your  control,  you  may  find  that  it  is  not 
growing  as  well  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  64  countries  use  The  Danforth 
Associates  Investment  Management.  The 
professional  supervision  it  offers  can,  we 
believe,  work  to  balance  the  risks  of  com- 
mon stock  investments  and  help  you  better 
achieve  your  capital  goals. 

You  can  start  your  portfolio  under  this 
tested  plan  with  as  little  as  $5,000  in  cash 
or  securities.  The  cost  is  modest,  as  low  as 
$100  a  year. 

For  a  complimentary  copy  of  our  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 5-year  "performance  record!'  and  how 
it  may  help  you  now,  simply  write  Dept.  V-43 

THE  Danforth  Associates 

Wellesley  hills.  Mass..  U.S.A.  o2i8i 

Investment  Management    •    Incorporated  1936 
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Dividend 

on 

common 

shares 


The  Board  of  Directors  of 
Columbus  and  Southern 
Ohio  Electric  Company, 
on  September  6,  1972,  de- 
clared a  dividend  of  forty- 
six  cents  (46<t)  per  share  on 
the  outstanding  Common 
Shares  of  the  Corporation, 
payable  on  October  10. 
1972  to  shareholders  of 
record  at  the  close  of  busi- 
ness on  September  25, 1972. 
G.C.SHAFER 
Secretary 
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COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 
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AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Some  Superstars 


I  STILL  would  rather  talk  about  stocks 
than  the  stock  market  as  a  whole.  For 
one  thing,  not  only  is  there  little  ques- 
tion about  today's  strengths,  but  the 
potential  negatives  have  been  so  wide- 
ly discussed  that  common  sense  alone 
suggests  a  minority  view.  I  doubt,  for 
example,  that  the  rate  of  inflation  will 
accelerate,  question  whether  there 
will  be  a  sharp  upturn  in  interest 
rates  and  expect  the  international 
position  of  the  dollar  to  continue  to 
strengthen.  Secondly,  there  is  grow- 
ing evidence  of  a  shift  in  issue  em- 
phasis within  the  market  as  a  whole— 
partly  because  styles  in  securities  al- 
ways change,  partly  because  the  dis- 
parity in  valuations  had  previously 
been  so  extreme.  Recognition  of  my 
premise  that  business  is  good  and  get- 
ting better  means  market  realization 
of  one  fact:  Even  a  slight  increase  in 
multiples,  plus  higher  earnings,  can 
result  in  a  substantial  price  apprecia- 
tion potential  in  heretofore  neglected 
issue  areas. 

All  of  which  leads  me  to  repeat  my 
opinion  that  the  list  of  stock  market 
superstars  would  broaden  out  in  this 
half  year,  that  the  emphasis  would 
turn  away  from  the  handful  of  issues 
which  had  almost  become  a  religion 
in  past  months.  There  is  a  point  at 
which  the  risk/ reward  ratio  comes  in- 
to play,  a  point  where  recognition 
must  be  given  to  the  elementary  fact 
that  superior  companies  can  produce 
superior  investment  results,  no  matter 
what  the  label. 

Meeting  the  Test 

The  question  of  where  the  issue  em- 
phasis will  next  show  up  does  not, 
however,  revolve  only  around  price/ 
earnings  multiples  (which  will  al- 
ways vary  among  companies  and  in- 
dustries). The  matter  of  earnings  vis- 
ibility, the  extent  to  which  the  future 
has  not  been  exploited,  the  existence 
of  a  special  something  that  can  cap- 
ture attention  nmst  also  be  considered. 
The  following  capsule  corporate  com- 
ments cover  companies  that  I  feel  can 
meet  these  tests. 

For  example,  I  can  enthuse  over 
Ford  Motor  (around  66,  paying 
$2.70).  Ford's  foreign  earnings,  which 
this  year  will  be  up  sharply  to  about 
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$1.10  per  share,  should  increase  in 
1973  as  well.  The  fact  that  the  En- 
glish subsidiary  has  become  the  lead- 
ing truck  as  well  as  passenger  car 
manufacturer  in  that  country  could 
be  a  special  plus  when  England  joins 
the  Common  Market  and  existing 
trade  barriers  are  removed.  Not  only 
has  the  company  been  increasing  its 
share  of  the  domestic  passenger  car 
market  (28.6%  so  far  this  year),  but 
the  1973  Ford  and  Mercury  extensive 
restyling  suggests  further  gains  next 
year.  I  believe  this  year's  earnings  will 
be  around  $8  per  share  (a  new  peak) 
as  against  $6.18  in  1971,  visuahze  an- 
other new  peak  in  1973,  and  feel  the 
stock  is  entitled  to  sell  closer  to  the 
Dow  multiple  (currently  about  15 
times  estimated  1972  earnings)  than 
it  is  now. 

I  see  new  reason  for  interest  in  di- 
versified TRW  (under  35,  paying  $1). 
The  company's  automotive  parts  busi- 
ness, which  contributed  39%  of  sales 
last  year  ( 18%  from  domestic  opera- 
tions, 21%  foreign),  should  gain  more 
than  it  would  lose  if  and  when  the 
Wankel  engine  comes  into  wide  us- 
age. I  believe  the  divisions  which  at 
one  time  resulted  in  the  stock  com- 
manding a  premium  multiple  (com- 
puter-related information  systems  and 
services  and  electronic  components) 
now  have  turned  around  and  again 
enjoy  a  strong  outlook.  This  is  an- 
other 24%  of  the  company's  total  l)usi- 
ness.  The  aerospace  business,  which 
has  been  in  a  downtrend  for  two 
years,  is  now  turning  up— space  and 
defense  work  is  increasing— and  this 
18%  source  of  sales  should  enjoy  higher 
earnings  in  1973.  I  can  visualize  1973 
earnings  bettering  the  all-time  peak 
of  $2.40  recorded  in  1970;  this  year's 
profit  should  be  about  $2.25  per  sliare. 

I  also  believe  that  Borg-Warner 
(around  33,  paying  $1.25)  is  an  in- 
teresting value,  and  not  just  Ijecause 
this  year's  earnings  should  reach  a 
new  all-time  peak  of  about  $2.95  per 
share  as  against  $2.45  in  1971.  Rath- 
er, it  seems  to  me  that  the  profits 
plateau  indicated  by  average  1964-71 
earnings  of  $2.43  per  share  ob.scuros 
significant  underlying  trends:  Earn- 
ings from  the  company's  doinestic 
transmission  business,  which  ac- 
counted for  over  half  of  total  pre-tax 
earnings  in  1962,  almost  vanished  by 
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1971.  Yet  this  divisional  profits  de- 
cline was  more  than  offset  by  growth 
in  other  areas,  such  as  air-condition- 
ing and  building  products  (where 
earnings  more  than  doubled  between 
1967  and  1971),  chemicals  and  plas- 
tics (where  profits  more  than  tripled 
in  this  period),  etc.  Also  the  auto- 
matic transmission  market  has  a  huge 
potential  outside  the  U.S.,  and  for- 
eign sales  plus  domestic  truck,  off- 
highway  and  replacement  sales  con- 
tribute the  bulk  of  the  company's  auto 
parts  business. 

A  "Vogue  Group" 

The  fact  that  I'm  talking  about  the 
automobile  industry  leads  me  to  make 
an  observation:  In  my  opinion,  the 
industry's  strong  fundamental  posi- 
tion is  being  tmderestimated— and  the 
potential  problems  overexaggerated. 
True,  the  current  dispute  regarding 
the  industry's  ability  to  pass  on  the 
cost  of  new  government-required  safe- 
ty features  means  that  third-  and 
fourth-quarter  profit  margins  will  be 
pinched.  But  the  automobile  industry 
is  a  volume  business,  and  the  higher 
volumes  in  prospect  the  remainder  of 
this  year  can  provide  imexpected 
compensations.  Moreover,  each  of  the 
Big  Three  has  important  foreign 
sources  of  earnings,  and  Europe  is  a 
growth  market.  Thus,  I  believe  the 
immediate  earnings  impact  of  manda- 
tory cost  increases  will  be  minimal, 
and  I  doubt  that  the  1973  profits  po- 
tential will  be  legislated  to  the  point 
of  no  return.  Meanwhile,  multiples  are 
conservative,  for  the  industry's  pros- 
perity has  been  held  in  suspicion  rath- 
er than  exploited.  Matter  of  fact,  I 
believe  automobile  stocks  could  be  a 
coming  mini  "vogue  group." 

I  also  can  enthuse  about  Swift 
(around  36,  paying  80  cents)  on  the 
basis  that  this  year's  potential  peak 
profit  of  perhaps  $2.95  per  share 
($2.66  was  earned  in  fiscal  1971)  re- 
flects the  company's  newfound  inde- 
pendence of  the  traditional  meatpack- 
ing cycle  as  a  result  of  a  manage- 
ment which  has  vastly  improved  basic 
operating  eflBciency.  For  example,  al- 
though poVk  division  profits  will  be 
down  sharply  from  the  all-time  peak 
of  1971,  the  divisional  showing  never- 
theless will  be  respectable  as  a  result 
of  a  reduction  from  40  old  to  11 
eflBcient  hog  slaughtering  plants.  And 
the  prospect  of  a  turn  in  the  hog  cycle 
next  year,  plus  the  promise  of  con- 
tinued strong  nonfood  division  results, 
points  to  another  all-time  profits  peak 
of  perhaps  $3.50  per  share  in  fiscal 
1973.  Interestingly,  Swift's  51%  owner- 
ship of  Trans-Ocean  Oil,  which  in  it- 
self is  a  promising  oil  and  natural  gas 
company,  has  a  market  value  equal  to 
about  $11  per  share.  ■ 


CABLE  TV  STOCKS 

Why  we  now  protect  some  1000%  growth 
of  CATV  revenues  in  the  1970's 

A  monumental  change  in  Federal  regulations  of  Cable  Television  now 
promises  to  unleash  the  surging  expansion  of  this  still-infant  industry  into 
the  nation's  100  biggest  and  richest  TV  markets  . . .  where,  for  several  years 
now,  CATV  growth  has  been  virtually  locked  out. 

For  stock  market  investors,  the  mushrooming  of  Cable  TV  into  a  major  new 
communications  industry  may  represent  one  of  the  classic  ground-floor 
growth  opportunities  of  this  decade.  Solid  evidence  suggests  that  CATV 
earnings  may  even  challenge  the  combined  earnings  of  all  three  nationwide 
broadcast  TV  networks  (which,  like  the  telephone  companies,  are  barred 
from  further  participation  in  the  CATV  field). 

SPECIFICALLY  RECOMMENDED 

However,  the  capabilities  of  individual  Cable  TV  companies  to  reap  the 
rewards  of  this  volcanic  growth  potential  vary  markedly. 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report  being  re- 
leased this  week.  Besides  giving  you  the  carefully  researched  facts,  this 
Report  appraises  reward/risk  factors  and  delineates  which  of  the  Cable  TV 
Stocks  we  recommend  for  especially  strong  growth  prospects. 

To  receive  the  Cable  TV  Stock  Advisory  Report  and  the  next  four  weekly 
releases  of  regular  service  to  examine  in  privacy  (no  salesman  will  call)  — 
mail  $5,  together  with  your  name  and  address  on  the  coupon  below. 
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United  Mutual  Fund  Selector  covers 

389  Mutual  Funds 

Not  only  statistical  comparisons, 
but . . .  appraisal  of  risk,  specific  analysis 
and  unbiased  advice  on  which  Funds 
United  recommends  to  buy. 

Send  today  for  United's  current  Report,- 
including  3  Funds  to  buy.  Plus  a  complete 
copy  of  our  next  issue  containing 
.United's  Supervised  List  of  20  Funds. 
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STOCK  TRENDS 

By  Myron  Simons 


Choose  Your  Standards 


It's  not  surprising  that  the  economy 
is  winding  up  the  year  with  a  whirl- 
wind finish,  or  that  its  momentum  is 
Hkely  to  carry  well  into  next  year. 
Most  economists  have  been  forecasting 
that  for  some  time.  But  it  is  strange 
that  the  stock  market  has  not  been 
more  excited  over  these  glad  tidings. 
In  fact,  the  individual  investor  has 
stayed  very  much  on  the  sidelines, 
leaving  the  field  to  the  institutions, 
which  now  account  for  more  than  50% 
of  the  volume.  There  are  all  kinds  of 
theories  to  explain  this,  but  it's  really 
very  simple:  The  individual  investor 
is  out  of  the  market  because  the  indi- 
vidual investor  hasn't  been  able  to 
make  a  dime  in  it  since  1969  or  so. 
You  can't  blame  him  for  that,  no  mat- 
ter how  much  you  may  regret  his 
absence. 

The  public  has  found  that  the  old 
rules  don't  seem  to  work  anymore. 
One  solution  is  to  throw  up  your 
hands  and  retire  to  the  sidelines.  An- 
other is  to  reexamine  the  old  rules 
and  techniques  and  see  whether  they 
are  still  valid. 

One  of  the  oldest  techniques  is  to 
imagine  that  you  are  buying  100%  of  a 
company's  outstanding  common  stock 
rather  than  only  a  few  shares.  It's  often 
a  good  way  to  see  what  you  are  get- 
ting for  your  money.  For  instance, 
let's  assume  that  you  could  buy  all  of 
the  shares  of  General  Motors  and 
Eastman  Kodak  at  today's  market. 
They  would  cost  almost  the  same— 
about  $21  billion-$22  billion.  But  that 
would  end  the  similarity.  Roughly, 
the  figures  from  the  1971  statements 
would  stack  up  like  this: 


General  Motors  Eastman  Kodak 


(billions) 


(billions) 


Ratio 


Sales 

$28.0 

$3.0 

9.4- 

1 

Earnings 

1.92 

0.419 

4.6- 

1 

Book  Value 

10.5 

2.4 

4.4 

1 

Dividends 

0.972 

0.216 

4.5- 

1 

Both  are  great  companies,  but  on 
every  count  General  Motors  wins  out. 
Maybe  Eastman  Kodak  has  greater 
growth  potential;  it  has  tripled  its 
earnings  in  the  last  decade,  while 
those  of  General  Motors  have  only 
doubled.  But  even  if  Eastman  con- 
tinues this  sterling  performance  and 
General  Motors  simply  runs  in  place, 
Eastman  will  need  some  15  years  to 
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catch  up.  In  the  meantime,  General 
Motors  will  be  piling  up  equity  values 
and  paying  out  dividends.  Is  the  stock 
market  crazy  to  value  both  compa- 
nies equally? 

Not  at  all.  It's  simply  using  a  dif- 
ferent standard.  One  of  the  most  wide- 
ly used  techniques  for  valuation  is  to 
take  per-share  earnings  and  to  give 
them  a  price/earnings  multiple  that 
seems  appropriate  to  the  company's 
earnings  potential.  The  theory  is  that 
if  profits  look  as  though  they  will  im- 
prove for  a  year  or  two,  the  multiple 
will  go  up;  if  on  the  other  hand  prof- 
its seem  on  a  downward  trend,  the 
multiple  will  go  down. 

On  the  table  at  the  bottom  of  the 
page  I've  listed  some  of  the  price/ 
earnings  multiples  given  to  the  operat- 
ing profit  of  a  few  large  companies 
today  compared  with  those  of  a  year 
ago:  In  spite  of  the  higher  forecast 
for  this  year  and  a  good  outlook  for 
next,  the  price/ earnings  multiples  for 
every  stock  but  Standard  Oil  of  New 
Jersey  has  gone  down.  It's  under- 
standable that  so  many  individual  in- 
vestors have  felt  discouraged  enough 
to  turn  away  from  the  stock  market 
and  instead  to  salt  their  money  away 
in  savings  banks. 

However,  the  price/ earnings  multi- 
ple technique  is  not  dead.  It  has  sim- 
ply been  adjusted.  The  consideration 
which  has  made  a  number  of  stocks 
advance  in  both  earnings  and  multi- 
ples is  the  flow  of  future  earnings. 
Stocks  that  seem  to  have  explosive 
growth  possibilities  get  the  highest 
multiples.  Those  which  appear  to  have 
a  continuous  high  growth  potential, 
so  regular  that  their  earnings  will 
advance  on  a  quarter-by-quarter  basis, 
get  the  second  highest.  Anticipated 
growth  with  minor  irregularities  is 
third  from  the  top.  Finally,  cyclical 
ups    and   downs,    even    though    they 


result  in  long-term  profit  expansion, 
stay  at  the  low  end. 

The  way  out  of  the  seeming  con- 
fusion is  to  use  all  the  standards  of 
valuation  in  mapping  your  investment 
strategy.  For  example,  if  you  buy 
cyclical  stocks,  you  may  have  to  be  a 
patient  investor.  But  if  these  stocks 
are  bought  when  they  are  depressed, 
^they  represent  outstanding  values  to 
which  sooner  or  later  other  buyers 
will  pay  attention. 

Promise  for  Growih 

The  stream  of  future  earnings  looks 
favorable  for  the  pollution  control 
stocks,  even  though  right  now  they 
are  having  difiBculty.  Strangely 
enough,  their  problem  is  that  too 
much  attention  is  being  given  to  pol- 
lution control.  As  a  result,  a  mammoth 
water  pollution  control  bill  has  just 
been  reported  out  by  a  House-Senate 
conference,  and  requirements  for  both 
water  and  air  purification  have  not 
yet  been  established.  The  backlogs  of 
some  companies  in  the  field  are  going 
down  because  many  of  theii'  customers 
won't  order  equipment  until  they  know 
what  they  will  need  to  meet  govern- 
mental regulations. 

In  all  likelihood  this  uncertain  situa- 
tion will  soon  be  cleared  up,  and  the 
industry,  which  has  such  promise  for 
growth,  will  be  on  its  way.  The  fol- 
lowing stocks.  Research  Cottrell  (60), 
Zt/rn  Industries  (20),  American  Air 
Fiher  (45),  Peabody  GalHon  (38) 
and  Fisher  &  Porter  (22),  should 
achieve  and  sustain  high  price/ earn- 
ings multiples. 

Finally,  increased  trade  with  the 
Communist  countries  should  improve 
the  outlook  for  shipping  companies, 
railroads  and  railroad  car  builders, 
such  as  Pullman  (49).  Since  most  of 
the  stocks  of  these  groups  are  cur- 
rently depressed,  better  earnings  and 
multiples  could  result. 

There  are  several  paths  to  success- 
ful investing.  Should  you  choose  to 
be  in  high  growth  stocks,  try  to  pick 
them  out  reasonably  early  in  their  de- 
velopment. If  you  are  value  oriented, 
there  are  many  choices  among  the  fine 
old-line  companies.  In  either  case,  it 
may  take  patience.  But  don't  give  up 
your  standards  just  because  they  are 
not  producing  fast  results.  ■ 
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full-scale  at  two  of  its  own  plants 
and  is  considering  licensing  the 
process  to  other  paper  producers. 

Corporafe  Seen 

One  of  the  fastest-growing  cor- 
porate speciahst  groups  is  made  up 
of  professional  futurists  who  advise 
their  companies  on  broad  social 
and  technological  trends  that  may 
affect  the  business.  Where  does  this 
new  breed  of  futurists  come  from? 
Often  from  the  colleges  and  imi- 
versities,  over  200  of  which  now 
offer  courses  in  futuristics.  In  fact, 
the  University  of  Minnesota  offers 
a  major  in  the  field. 

Improving  Brand  X's  Image 

One  of  the  supermarket's  gravest 
problems,  according  to  a  recent 
study,  is  that  the  loyalty  a  customer 
feels  toward  a  particular  market  is 
seldom  transferred  to  the  house 
brands  it  carries.  None  of  the  food 
chains  has  come  even  close  to 
matching  the  success  of  Sears,  Roe- 
buck in  establishing  a  consumer 
reputation  for  its  brands.  Sears'  re- 
cent tactic— starting  up  new  top- 
quality  private  brands  and  charg- 
ing top  prices  for  them— may  sug- 
gest a  possible  course  for  super- 
markets: Make  your  private  brands 
better  than  the  competition. 

Profitable  Pollutants 

Muskegon  County,  Mich,  is  now 
looking  for  polluters— certain  kinds 
of  polluters,  that  is.  It  is  setting  up 
a  special  new  irrigation  system  that 
will  take  the  wastes  from  certain 
types  of  food  processing  and,  in 
effect,  make  them  into  fertilizer  by 
spraying  them  on  a  variety  of  crops. 
The  new  system  is  scheduled  to 
begin  operation  in  1973. 

Capitalist  Pig 

While  the  Manchester  (N.H.) 
Bank  is  renovating,  the  bank  man- 
agers decided  to  buUd  a  temporary 
facility  which  would  "offer  a  sim- 
ple statement"  about  itself.  It  built 
a  large  two-story  blue  pig  with 
shocking  pink  flowers.  The  pig  is 
described  by  those  who  know  it  as 
a  combination  billboard  and  ad- 
vertisement for  savings  accounts, 
and,  most  important,  as  incontro- 
vertible evidence  that  the  bank  has 
a  sense  of  humor.  ■ 


INVESTMENT 
MANA3EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for 
possible  capital  appreciation  for  investors 
who  appreciate  tlie  risks  and  rewards  of  a 
securities  portfolio.  You  own  the  stocks  — 
the  account  is  in  your  name  with  your  broker. 
But  we  give  all  the  buying  and  selling  orders. 
We  have  a  full-time  staff  of  experienced 
market  analysts  and  research  people.  If  this 
makes  sense  to  you,  give  us  permission  to 
send  you  our  booklet  "Personal  Investment 
Management"  by  Spear  &  Staff. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


September?,  1972 


1,500,000  Shares 


Illinois  Power  Company 


Common  Stock 

(Without  Par  Value) 


Price  $29.75  per  share 


explain  this,  but  it's  really 
^le:  The  individual  investor 
out  of  the  market  because  the  indi- 
idual   investor   hasn't  been   able   to 
lake  a  dime  in  it  since  1969  or  so. 
)u  can't  blame  him  for  that,  no  mat- 
how   much   you   may  regret  his 
Isence. 

■The  public  has  found  that  the  old 
Pes  don't  seem  to  work  anymore. 
|e  solution  is  to  throw  up  your 
^"  and  retire  to  the  sid**!!"***    An- 
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HAVE  YOUR  FRIENDS 
GOT  YOUR  NUMBER? 


Your  ZIP  CODE  number,  that  is. 

It's  now  an  important  part  of 
your  address — to  speed  your  mail 
to  you  quickly,  economically. 

Make  sure  your  friends  have  it 
on  record.  Include  your  ZIP  CODE 
in  your  return  address  each  time 
you  send  a  letter. 

Zip  code  helps  keep 
postal  costs  down  but 
only  if  you  use  it. 
\1 


READERS  SAY 


(Continued  from  page  14) 

cause  the  Depression.  The  Federal  Re- 
serve was  probably  most  responsible.  3 ) 
FDR  did  not  save  free  enterprise  (al- 
though' he  may  have  been  partly  re- 
sponsible for  a  war  which  elicited  an  in- 
crease in  the  money  supply).  4)  More 
than  "some"  regulatory  agencies  "need 
knocking"  (e.g.,  ICC,  CAB,  SEC,  Agri- 
culture Dept.  are  the  most  obvious ) . 

— Darrell  F.  Dvor.^k 
Chicago,  111. 

Sir:  You  have  swallowed  the  collectiv- 
ist  m)  ths  about  the  history  of  capitalism. 

—Craig  Paul 
Birmingham,  Mich. 

Sra:  If  regulation  is  so  great,  why  do 
you  oppose  regulating  the  press? 

—John  Adams 
New  York,  N.Y. 

Among  other  reasons,  the  First 
Amendment  forbids  if— Ed. 

Food  for  Thought 

Sir:  The  leveling-ofiF  trend  of  Ameri- 
ca's population  is  good  news  ( Sept.  1 ) . 
What's  good  for  Cerber  is  not  neces- 
sarily what's  good  for  the  country. 

—Michael  D.  Flyte 
Medford,  Ore. 

Serefeon-RCA 

Sir:  I  never  said  in  the  interview  with 
you  {Faces  Behind  the  Figures,  Sept. 
15),  "I'm  rich.  I  live  better  here  than 
SamofF  ever  dreamed  of  living."  I  did  say 
I  enjoyed  living  in  Chattanooga  and 
would  not  care  to  live  in  New  York. 

Your  writer  is  also  totally  off  base  in 
his  quote,  "We  made  the  deal  after  just 
seven  hours  of  negotiations."  Coronet's 
acquisition  by  RCA  involved  hundreds  of 
hours  of  studies  and  negotiations  by  key 
ofiBcers  and  members  of  the  boards  of 
both  companies,  extending  from  October, 
1970  to  February,  1971.  His  statement 
suggests  a  total  lack  of  responsibility  on 
the  part  of  both  companies. 

Just  for  the  record,  I  happen  to  be 
very  proud  of  my  afHliation  with  RCA.  I 
also  think  it  is  healthy  for  members  of 
the  board  of  this  or  any  other  company 
to  provide  differing  viewpoints  about 
corporate  strategy  and  performance  with- 
out being  Ial)el!ed  "a  crying  towel." 

I  wish  the  shape  of  my  pool  on  your 
writer's    kidney.    He    was    wrong    again. 

— M.B.  Skhetkan 
Dalton,  Ga. 

Structuring  in  Po/if/cs 

Sir:  It  is  a  pleasure  to  see  you  taking 
an  interest  in  Don  Conlan's  1973  fore- 
casts iMotu'ij  Men,  Sept.  I),  h  is  a  re- 
lief to  iu-ar  from  someone  who  takes  in- 
to account  many  of  those  factors,  like 
politics,  so  oftt-n  ignored  l)y  economists. 
—Thomas  V.  Reynolds 
Duluth,  Minn. 
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Advertising,  Inc. 

MERRILL   LYNCH,   PIERCE,   FENNER 

&    SMITH    INC 54 

Agency:   Foote,  Cone  &  Belding 

D  MONSANTO    COMPANY,     INC 47 

Agency:  Advertising  &  Promotion 
Services 

NORTH   AMERICAN 

ROYALTIES,    INC 46 

Agency:   Power  and  Condon  Advertising 

i'f  PHILIPS   BUSINESS 

SYSTEMS,  INC 19 

Agency:  Janis-Schoenbrod  Marketing 
Services  Company  a  division 
of  the  Martin  E.  Janis  & 
Company,  Inc. 


THE  VALUE   LINE 

INVESTMENT    SURVEY     82 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

a  THE   WARNER   &   SWASEY    COMPANY     3 

Agency:  The  Griswold-Eshleman 
Company 

■]'■  WESTERN    UNION  TELEGRAPH 

COMPANY     34-35 

Agency:   Ries  Capplello  Colwell,  Inc. 

n  WHITNEY   HARRIS   FINANCIAL 

OPPORTUNITIES    GROUP     38 

Agency:  Gardner  Advertising  Company, 
Incorporated 


XEROX    CORPORATION     20 

Agency:   Needham,  Harper  and 
Steers  Advertising,  Inc. 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Every  ship  that  comes  to  America 
got  its  chart  from  Columbus. 

—Ralph  Waldo  Emerson 


Whenever  an  individual  or  a  busi- 
ness decides  that  success  has  been  at- 
tained, progress  stops. 

—Thomas  J.  Watson 


Management  is  the  art  of  getting 
three  men  to  do  three  men's  work. 

—William  Feather 


Until  you  try,  you  don't  know  what 
you  can't  do.  —Henry  James 


I  do  not  much  wish  well  to  dis- 
coveries, for  I  am  always  afraid  they 
will  end  in  conquest  and  robbery. 

—Samuel  Johnson^ 


Small   opportunities    are   often   the 
beginning  of  great  enteiprises. 

—Demosthenes 


I  believe  that  eveiy  right  implies  a 
responsibility;  every  opportunity,  an 
obligation;  every  possession,  a  duty. 

—John  D.  Rockefeller 


I  really  believe  that  more  harm  is 
done  by  old  men  who  cling  to  their 
influence  than  by  young  men  who 
anticipate  that  influence. 

—Owen  D.  Young 


Everything  comes  too  late  for  those 
who  only  wait. 

—Elbert  Hubbard 


Confidence  is  a  thing  not  to  be  pro- 
duced by  compulsion.  Men  cannot  be 
forced  into  trust. 

-Daniel  Webster 


There  are  some  bad  qualities  which 
make  great  talents. 

—La  RoCHEFOUCAtTLD 


B.  C.  FORBES 

The  three  Ms  of  Manage- 
ment are  Men,  Methods  and 
Materials.  Of  these  three,  the 
most  important  is  Men,  for  no 
matter  how  efficient  your  Meth- 
ods may  be  or  how  fine  your 
Materials,  success  will,  not  be 
achieved  unless  the  right  men 
are  handling  them.  Andretv 
Carnegie  declared  that  even 
though  his  whole  plant  burned 
down  overnight,  he  could  start 
up  all  over  again,  but  that  if  he 
lost  his  organization  of  men  he 
would  be  helpless. 


I've  got  to  follow  them,  I  am  their 
leader. 

—Alexandre  Ledru-Rollin 


Let  every  man  practice  the  art  that 
he  knows  best.  -Cicero 


If  human  progress  had  been  merely 
a  matter  of  leadership  we  should  be 
in  Utopia  today. 

—Thomas  B.  Reed 


They  can  because  they  think  they 
can,  — Vercil 


We  do  not  commonly  find  men  of 
superior  sense  amongst  those  of  the 
highest    fortune.  —Juvenal 


The  world  will  only,  in  the  end, 
follow  those  who  have  despised  as 
well  as  served  it. 

—Samuel  Butler 


What  we  know  of  man  today  is 
limited  precisely  by  the  extent  to 
which  we  have  regarded  him  as  a 
machine. 

— Friedrich  Nietzsche 


Man  is  "called"  to  nothing  in  this 
world.  He  has  no  destiny,  no  function, 
no  vocation,  any  more  than  a  plant  or 
a  dumb  brute.  —Max  Stirner 


It  seems  to  me  that  man  is  made  to 
act  rather  than  to  know:  The  princi- 
ples of  things  escape  our  most  perse- 
vering researches. 

—Frederick  the  Great 


We   have  had   our  summer  even- 
ings, now  for  Octol)er  evesi 

—Humbert  Wolfe 


If  a  thing  is  worth  doing,  it  is  worth 
doing  badly. 

—Gilbert  K.  Chesterton 


It  is  not  what  he  has,  or  even  what 
he  does  which  expresses  the  worth  of 
a  man,  but  what  he  is. 

—Henri  F.  Amiel 


A  Text . . . 


Sent  in  by  William  S.  Dixon, 
Dallas,  Tex.  What's  your  favorite 
text?  The  Forbes  Scraplxjok  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Behold,  all  the  land  is  before  thee: 
whither  it  seenwth  good  and  con- 
venient for  thee  to  go,  thither  go. 

—Jeremiah  40:4 
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It  takes 
250  pounds  of  ore 

so  you  can 
blow  your  horn. 


Asarco  is  one  of  the  largest  producers  of 
copper  in  the  U.S.  Red  metal  is  vital  to  our 
nation's  economy  because,  among  other 
things,  it  is  the  nervous  system  of  our  com- 
munication networks. 

Conductivity,  corrosion  resistance,  work- 
ability and  appearance  make  copper  the 
material  for  countless  products  ranging  from 


mind-boggling  computers  to  air  conditioners. 
Also  roofing,  plumbing  and  piping  systems. 
And,  of  course,  for  musical  instruments. 

Copper  wiring  is  essential  for  nearly 
everything  electrical.  Without  it  we're  back 
in  the  dark  ages.  If  you'd  like  to  know  more 
about  copper,  write  us  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCO 


AMERICAN  SMELTING  AND  REPINING  COMPANY 


Another  step  toward  auto 

emission  control  is  an  effective 

electronic  ignition  system. 


0^  •    Lo  1972 
All  Americans  want  cleaner  air. 

And  America's  auto  makers  are'^'^ 
working  on  lots  of  ways  of 
helping  cut  the  auto  emissions 
that  contribute  to  air  pollution. 

Some  of  the  ways  to  hel  p  control 
auto  emission  include  new 
electronic  systems  that  use  solid- 
state  components  made  by  RCA. 

These  solid-state  devices  can 
allow  your  car  to  ignite  gasoline 
with  greater  precision  than 
conventional  systems,  thus  re- 
ducing emissions.  And  they  stay 
more  accurate,  so  you  minimize 
misfiring  as  your  car  gets  older. 

In  addition  to  helping  control 
auto  emissions  through  im- 
proved ignition  systems,  solid- 
state  components  can  deliver 
more  voltage  at  starting.  And 
because  most  of  the  new  sys- 
tems eliminate  points,  they  will 
require  less  maintenance. You 
save.  We  all  benefit. 

RCA  is  a  leader  in  solid-state 
technology.  But  we're  also 
concentrating  on  many  areas 
of  opportunity.  Like  consumer 
electronics,  consumer  services, 
entertain-ment,  as  well  as  com- 
munications technology.  Areas 
in  which  RCA  has  an  active  role 
today  and  will  seek  an  even 
greater  role  tomorrow. 


RCil 


IF  V0()  CAN  DO  IT  ON  WALL  STREET, 
VOU  CAN  DO  rr  ON  PEACHTREE  STREET. 


CSS 


PEACHTREE  ST'JI 

il|ihlH»ilhMili  ii*>i..i    .iilii 


C&S,  the  largest  bank  in 
Georgia,  can  give  you  all 
the  corporate  banking 
services  you'd  find  on 
WallSt.XaSalleSt, 
Montgomery  St.,  or 
Spring  St. 

International  Banking  — 

C&S  provides  all  major  Inter- 
national services— with 
International  banking  offices 
in  the  port  cities  of  Savannah, 
New  Orleans  and  Miami. 

Total  Cash  Management  — 

344  lock  box  accounts  proc- 
essing 1,300,000  items 
monthly. 

Pension  &  Profit  Sharing  — 

Over  $1  billion  in  funds 
managed. 

Factoring  — 

$450,000,000  in  factoring 
volume  this  year. 

While  our  numbers  are  impres- 
sive, its  our  people  that  make 
the  difference.  Its  plain  good 
banking . . .  Georgia  style. 


The  Citizens  and  Southern  Banks  in  Georgia. 
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The  launching  of  a  President. 

Here  comes  The  President  Jefferson... 
Flagship  of  the  new  APL  Action  Fleet! 


American  President  Lines  sets  the  pace . . .  with  the 
first  of  our  big,  fast,  fully-automated  super-contain- 
erships...the  Pacesetters!  The  new  President 
Jefferson  is  just  part  of  our  total  Action  Program 
designed  to  give  shippers  the  best  possible  service 
with  the  newest,  most  modern  ships  in  the  U.S.  Mari- 
time fleet. 

A  new  course  of  action  for  shippers . . .  that's  the  aim 
of  APL's  huge  fleet  and  terminal  expansion  program. 


Our  promise  is  to  provide  the  kind  of  service  that 
speeds  shipments,  solves  problems  and  reduces  the 
total  cost  of  distribution.  It's  working  today  from 
Peoria  to  Penang  and  back. 

The  Action  People  mean  business... better  business 
for  you.  APUs  new  ships,  containers,  terminals  and 
systems  are  backed  by  people  who  are  experts  in  the 
business,  people  who  get  things  done.  That's  why  it's 
good  business  to  call  The  Action  People  Line.  APL! 


A^ 


ction^ 


AMERICAN  PRESIDENT  LINES 


World  Headquarters -601  California  SI    San  Francisco,  Calif 

Offices  in  principal  cities  throughout  the  world 

(Ships  of  U  S  Registry) 


S  S  President  Jetlerson  -  Launched  Aug.  12.  1972 
al  Pascagould,  Miss  30  300  Tons.  669  II  long 
24  knois  carries  1186  containers  A  new 
service  lor  East  Coast  shippers  as 
well  as  West  Coast  Ports 
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This  is  the  Isist 
rent  a  car  form  you^l  ever 

have  to  fill  out. 


Every  time  you  rent  a 
car  you  wait  around  while  we 
fill  out  the  same  old  rent  a 
car  form. 

With  the  same  old 
questions. 

No  matter  how  many 
times  you've  answered  them 
before. 

You  don't  like  it.  We 
don't  like  it. 

Well,  it  wasn't  easy,  but 
we've  created  a  way  of  renting 
cars  that  eliminates  the 
problem. 

It's  called  Hertz 
Number  One  Club. 

Once  you're  a  member 
you'll  never  again  have  to 
bother  with  a  rent  a  car  form 
and  all  the  aggravation  that 
goes  with  it. 

Here's  how  Number 
One  Club  works. 

First  you  fill  in  the 
coupon  on  the  right  and  mail 
it  to  us. 

We'll  send  you  a  free 
membership  card. 

Then  whenever  you 
reserve  a  quiet  Ford  or  other 
fine  car  from  us,  just  tell  us 
you're  a  member  of  the  Number 
One  Club,  and  your  rent  a  car 
form  will  be  filled  out  in 
advance,  and  waiting. 

So  all  you  do  is  show 
your  licrense  and  charge  card, 
sign  your  name  and  go. 

Which  certainly  beats 
hanging  around  a  rent  a  car 
counter. 

Hertz 

Number  One  Club 

It  could  make  any  other  way 
of  renting  cars  obsolete. 


Application  for  Hertz  Number  One  Club 


90 


Last  Name 


First  Name 


Home  Address 


City 


State 


Zip 


Business  Name 


Business  Address 


City 


State 


Zip 


Driver's  License  Number 


State 


Expiration  Date -Month,  Day,  Year 


Please  check  the  charge  card  you  prefer  to  use  and  be  sure  to 
write  in  its  number,  including  all  letters. 

D  Hertz    Card# 

D  Air  Travel  Card    Card  # 


D  American  Express    Card  #. 
D  Other  (Specify) 


.Card# 


n  Check  here  if  you  wish  to  apply  for  a  Hertz  Charge  Card. 

Car  Preference : 

I  usually  rent :  Q  Economy         n  Standard  D  Luxury 

I  normally  accept  personal  accident  insurance.  Yes  D    No  D 

I  normally  accept  collision  damage  waiver.  Yes  Q     No  D 

Complete  the  above  form  and  mail  it  to : 

Hertz  Number  One  Club,  P.O.  Box  25301, 

Oklahoma  City,  Oklahoma  73125. 


lake  a  closer  look  at  paper. 


Arrows  indicate  wrinkles  al  fiber  crossings. 

We  did. 

Historians  say  that  paper  was  in- 
vented in  China  back  in  105  A.D. 

But,  oddly  enough,  it  wasn't  until 
four  years  ago  that  paper-makers  found 
out  what  actually  happens  when  paper 
fibers  stick  together. 

One  of  our  research  scientists 
looked  at  the  places  where  paper  fibers 
cross  under  an  electron  microscope. 
And  found  that  the  fibers  crimp  at  these 
crossings.  (Look  at  the  smallest  picture 
above.)  Which,  in  turn,  allows  the  paper 
to  stretch  a  little. 

Already  this  finding-  has  paid  off 
in  increased  paper  toughness. 

But  let's  not  forget  some  of  the 
discoveries  of  the  past  in  paper. 


Somebody  found  that  if  you  beat 
certain  fibers  enough  you'll  make 
grease-proof  paper.  (The  paper  under 
a  slice  of  pizza.)  Calender  paper  (that  is, 
squeeze  it  between  two  steel  rollers)  and 
you'll  increase  its  smoothness  for  print- 
ing. Super  calender  grease-proof  paper 
(using  alternating  steel  and  hard  fiber 
rollers)  and  it'll  turn  into  glassine  paper. 
(The  paper  you  wrap  candy  bars  in.) 

Today  there  are  hundredsof  things 
we  can  do. 

We  can  impregnate  paper,  coal  it, 
or  laminate  all  kinds  of  plastics,  waxes 
or  foils  to  it,  to  keep  water  in  or  out. 

We  can  make  pulp  fluff  up  for 
paper  diapers,  or  make  it  very  strong  for 
kraft.  Or  it  can  be  molded  into  egg  car- 
tons and  paper  plates.  And  we  can  take 
used  fibers  and  use  them  again. 

It  may  be  pretty  obvious  that  we're 


a  paf>er  company.  In  fact,  we're  one  o 
the  country's  largest.  And  we  mak 
every  kind  of  paper  you  can  imagm 

But  we're  more.  We're  in  pac 
aging.  We're  in  shelter  and  constructioi 
With  lumber,  pre-siressed  concrct 
technology,  and,  in  the  Northwcs 
mtwlular  houses.  We're  a  printing  cor 
pany  and  a  land  management  compan 
We  make  food  processing  machincr 
consumer  prcxlucts  and  schcx)!  supplic 
Our  research  arm  has  made  com  rib 
tions  in  every  field  that  we're  in.  And  w 
offer  many  of  these  capabilities  in  3 
countries. 

We're  a  lot  of  things  to  a  lot  ( 
people.  But  one  belief  lies  the  who^ 
thing  together: 

The  future  hclonfis  to  those  who  stc 
up  to  the  minute.  STfT^ 
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Side  Lines 


Jan  One  1949 


25th  Time  Around 

On  Jan.  1,  1973  will  appear  Forbes 
Magazine's  25th  Annual  Report  on 
American  Industry.  This  Forbes 
feature  has  quite  a  history.  Philo- 
sophically, it  grew  out  of  the  late 
B.C.  Forbes'  belief  that  the  charac- 
ter and  ability  of  management 
counts  for  far  more  than  balance 
sheets  or  earnings  statements.  Prac- 
tically, the  Annual  Report  grew  out 
of  a  need  for  the  magazine  to  do 
something  unique  at  a  time  when 
its  circulation  was  barely  100,000. 
In  1948  Malcolm  S.  Forbes,  then 
associate  publisher,  hit  on  the  idea 
of  a  "report  card"  on  management, 
embodying  his  father's  principles 
but  expressed  in  a  concrete  form. 
"To  give,"  as  Malcolm  Forbes  wrote 
"a  specific  'score'  to  the  somewhat 
intangible  qualities  of  management." 

This  may  sound  commonplace  today.  It  was  quite  startling  for  its 
time,  a  significant  departure  from  the  "puff-piece"  traditions  of  business 
journalism.  One  company,  refusing  to  cooperate,  harrumphed  in  a  let- 
ter: "While  we  realize  that  your  survey  will  probably  make  a  good 
feature  for  you,  we  don't  see  where  it  is  to  our  advantage  to  partici- 
pate." The  idea  in  those  days  was:  Give  'em  a  balance  sheet  and  an 
earnings  statement  and  that's  all  they  need  to  know.  Forbes  disagreed: 
Wasn't  honest  criticism  in  the  long-range  best  interests  of  U.S.  busi- 
ness? Happily,  some  progressive  business  leaders  agreed.  After  the 
second  report  appeared  in  1950,  Eugene  Holman,  then  president  of 
Standard  Oil  (N.J.)  wrote:  "We  like  constructive  criticism  as  well  as 
praise.  . .  .  We  appreciate  that  a  group  of  individuals  such  as  the 
Jersey  Management  perhaps  will  never  reach  perfection.  .  .  ." 

As  the  years  and  decades  have  worn  on,  the  basic  concept  has  been 
sharpened.  The  ratings  are  less  subjective  now;  once  the  standards  are 
set,  the  answers  come  out  of  a  computer  as  precise  Yardsticks  on 
Profitabihty  and  Growth.  Where  the  first  reports  covered  around  150 
companies  in  less  than  a  dozen  basic  industries,  the  1973  report  will 
cover  more  than  750  companies  in  29  industries,  some  of  them— 
electronic  data  processing,  for  example— unheard  of  in  1949. 

The  Yardsticks  we  apply  to  managements  today  are  statistical  ones, 
but  they  are  meant  to  get  beneath  the  surface  at  the  quality  as  well  as 
the  quantity  of  the  results.  Most  of  the  measurements  are  based  on  a 
five-year  average  or  a  three-year  base;  thus  the  impact  of  purely  acci- 
dental or  short-term  changes  is  minimized.  Out  of  this  highly  suc- 
cessful original  concept  have  grown  two  more  Forbes  services:  Our 
annual  Directory  Issue,  which  serves  as  a  handy  statistical  record  of 
industry  on  a  fiscal  year  basis;  and  our  annual  mutual  fund  rankings. 

Today  B.C.  Forbes'  idea  that  men  count  for  more  than  numbers  in 
business  is  widely  accepted.  Today  the  price  of  a  company's  stock  de- 
pends more  on  a  management's  record  and  reputation  than  on  assets 
or  book  value.  In  the  acceptance  of  this  truth,  Forbes'  Armual  Report 
—Jan  One,  we  call  it— has  played  a  key  role.  ■ 


I  got  an  undocumented  seven-million 

Eurodollar  loan  over  the  weekend 

because  John  CConklin,  V.E^was  involved. 


It  was  Friday  afternoon  and  nny  London  bank 
infornned  me  that  the  seven-million  Eurodollar  loan  I 
needed  by  Monday  morning  wouldn't  be  available. 

So  I  called  Marine  Midland  and  even  though  the 
bank  had  been  closed  for  an  hour,  I  was  able  to  speak 
to  John  Conklin,  one  of  their  vice  presidents.  I 
explained  my  problem,  which  was  getting  worse  by 
the  minute.  After  John  made  one  or  two  other  phone 
calls  he  told  me  to  go  on  to  Europe  and  not  to  worry, 
the  seven  million  Eurodollars  I  needed  would  be 
waiting  for  me  in  Marine  Midland's  London  bank. 

Just  about  any  big  bank  can  lend  you  seven- 
million  Eurodollars,  eventually.  But  because  of  the 
involvement  of  their  senior  officers.  Marine  Midland 
was  able  to  do  it  on  the  spot.  Even  over  the  weekend. 
The  formal  documentation  would  be  worked  out  later 

You  see,  when  a  businessman  and  a  top  banker 
are  able  to  talk  directly  with  each  other,  transactions 
can  be  made  smoothly,  and  we  were  able  to  move 
quickly  to  meet  my  deadline.  Which  is  really  what 
business  is  all  about. 


If  s  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  BanksJ 

OVER  275  OFFICES  THROUGHOUT  NEW  YORK  AND  OVERSEAS. 
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Third-quatter  drive, 

Ad  revenue  up  20%  to  $78,000,000-and  an  all-time 
high  of  1830  ad  pages. 

Circulation  up  1,200,000 -for  an  average  weekly  sale 
of  more  than  17,500,000  copies. 

Compared  to  the  first  three  quarters  of  1971,  things 
keep  looking  up  for  TV  Guide. 

These  figures  support  our  editorial  point  of  view  that 

television  is  indeed  a  subject  of  special  interest  Not  just  what's 

on,  but  what  influence  it  has  on  our  lives.  Not  just  to  us,  but  to 

^  an  ever-growing  number  of  readers  who  value  our 

role  in  examining  the  whole  of  television. 

And  to  an  ever-growing  number  of  ad- 
vertisers who  value  our  role  in  delivering  this 


TV 


audience. 


GUIDE 


TtltlKLE  PUBLICMIOnS.  inc. 


Sell  with  the  one  that's  selling. 


Source;  Publisher's  Estimates. 
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Trends 

&  Tangents 


WASHINGTON 


Marriage  Formula 

The  Federal  Government  has 
identified  two  ingredients  that 
make  for  a  happy  marriage— a  col- 
lege degree  and  high  income.  A 
Census  Bureau  survey  states:  "If 
you  and  your  spouse  are  college 
graduates  with  a  family  income  of 
more  than  $15,000  a  year,  you 
have  a  relatively  good  chance  at  a 
successful  first  marriage."  The  sta- 
tistical sampling  of  married  couples 
35  to  54  years  of  age  shows  that 
90%  of  those  couples  with  college 
degrees  and  83%  of  those  with 
$15,000  annual  income  had  been 
married  only  once.  By  contrast, 
only  75%  of  non-high-school  grad- 
uates and  71%  of  those  couples 
with  less  than  $5,000  income  were 
still  in  their  first  marriage. 


BUSINESS 


Fewer  Stores,  More  People 

Despite  the  continuing  growth 
in  population,  the  decline  in  the 
number  of  retail  stores  has  raised 
the  people-to-store  ratio  in  the 
U.S.  to  122  per  store  at  last  year- 
end  from  112  only  five  years  ago. 
Biggest  declines  in  number  of  stores 
were  posted  by  food  stores  (down 
4,700)  and  apparel  stores  (down. 
1,600),  which  accounted  for  over 
half  of  the  total  decline  of  nearly 
12,000,  to  1,689,000. 

Calculating  Texans 

Nearly  1.5  million  portable  elec- 
tronic calculators  will  be  sold  in 
the  U.S.  this  year,  and  marketing 
men  predict  a  doubling  of  sales  in 
1973.  But  the  number  of  firms  sell- 
ing tljis  type  of  calculator  is  grow- 
ing %bout  as  fast  as  the  market. 
Newest  entry  among  the  crowd  of 
U.S.  and  Japanese  producers  is 
Texas  Instruments,  which  had 
formerly  been  content  to  sell  all  its 
electronics  wholesale.  After  test- 
marketing  three  calculators  priced 
from  $85  to  $120  retail,  last  month 
TI  began  to  push  consumer  sales 
across  the  U.S.,  in  Europe  and 
South  America.  Chairman  Pat  Hag- 
gerty  figures  that  with  a  labor  cost 
of  only  5%  in  his  units  he  can  out- 
figure  the  Japanese. 


Away  with  the  Bone  Needle 

A  traditionally  backward  indus- 
tiy,  the  apparel  industry,  is  start- 
ing to  show  signs  of  breaking  out 
of  its  ancient  mold.  One  of  the  in- 
dustry's biggest  firms,  Genesco,  has 
just  introduced  a  $l-million  ma- 
chine at  its  Fredericksburg,  W.  Va. 
plant  that  employs  optical  systems 
powered  by  servo  motors  to  cut 
materials  automatically  by  laser. 

Snow  Job 

According  to  a  recent  study, 
snow  can  be  more  than  just  haz- 
ardous on  a  highway— it  can  be 
expensive.  Driving  on  a  road  cov- 
ered with  only  two  inches  of  snow 
has  been  found  to  increase  the 
gas  consumption  of  a  passenger  car 
by  almost  50%. 

Groovy 

In  the  superquadraphonic  world 
of  record  buffs,  the  ultimate  may 
be  on  the  way:  a  special  optical 
needle  that  does  not  touch  the  rec- 
ords and  hence  does  not  scratch 
them  and  allows  many  more 
grooves  per  disc.  The  needle,  a 
project  of  the  U.S.  Navy  and  Tele- 
tron  Data  Corp.,  is  being  developed 
for  data  storage.  But  if  it  goes 
public,  the  invisible  needle  may 
mean  new  superextra-long-playing 
carefree  records.  ■ 


"^ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork.N.Y.  10011 


ATTACH  PRESENT 
MAILING  UBEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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Why  does 


have  more 

than  250,000 

active  customers? 


Becatise  AM  products 
do  so  many  things 
for  so  many  people.  But 
in  addition  to  good 
products,  AM  gives  good 
ser\'ice,  provides  the 
best  suppHes  and  can 
l)e  depended  upon  for 
counsel  and  help  that 
goes  beyond  the  call  of 
duty.  A  quarter  of  a 
million  people  can't 
be  wrong. 


An  AM 
product 


is  never 

very  far 

away 


ADDRESSOGRAPH 
MULTIGRAPH 

For  the  finest  in  business  machines. 

20600  CHAGRIN  BOULEVARD 
CLEVELAND,  OHI044122 
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Will 
anyone 

living 
live  to  see 
ourlittle 

ngilt /^^^MMipi^^    T^he  odds  are  against  it. 

^"^  rifJIBBBfl^  We've  designed  it 

out?  (l^^^HH^^n  ^  to  lose  only  half  its  bright- 
ness after  100  years  of 
constant  use.  So  we  don't 
use  a  bulb,  a  filament  or 
a  vacuum. 

We  use  a  tiny  crystal  chip  called  a  light-emitting  diode^ 
that  works  something  like  a  transistor. 

Monsanto  diodes  are  already  in  use  on  computer  panels, 
instruments  and  even  some  consumer  products. 

Like  a  wrist  watch  with  no  dial,  that  shows  the  time 
in  numbers. 

These  are  growing  markets.  But  look  at  markets  to  come: 
How  about  a  flat  headlight  as  wide  as  your  car,  to  evenly 
light  the  road? 

Or  an  inch-thick  color  TV  set? 

That's  part  of  the  future  we  see  in  our  crystal  chips.  And 
just  a  small  part  of  the  future  we  see  in  |\/|nnc;)nf  a« 

the  science 
company. 

FOR  MORE  INFORMATION  AbUUi 

MONSANTO  S  LIGHT  EMlHlNG  PRODUCTS. 

WRITE  MD3.  MONSANTO  COMPANY 

800N.  LINDBERGH  BLVD, 

ST.  LOUIS.  MO  63166 
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itop  gambling  with  hit-or-miss  security, 
'all  in  the  professionals. 


1  hiring  guards  to  protect  your  business,  you  can't 
ord  to  settle  for  anything  less  than  the  professionals  — 
i  men  and  wonnen  with  Pinkerton's  credentials. 
After  all,  our  pjrofessionalism  is  what  has  made  us  the 
jrld's  largest  security  firm.  We've  assembled  the  in- 
stry's  best  trained,  best  equipped  group  of  security 
^^  alists,  ready  to  serve  you  with  one  guard  or  one 

<and. 
Pinkerton's  has  more  instructors  to  teach  guards 
eir  jobs.  And  the  best  supervisor-to-guard  ratio  in 
e  business  to  make  sure  the  job  gets  done  right. 
Our  guard  serviqes  also  include  K-9  patrols  and 
ter-hours  inspections  of  your  facilities.  Even 

'^ol  of  special  events  like  stockholder  meetings 
_  .rade  shows. 

Best  of  all,  you  can  probably  have  Pinkerton 
ofessionals  stand  guard  for  less  than  your  present 
curity  force  costs. 

Uniformed  guards  are  just  part  of  Pinkerton's  total 
!curity  capability.  We  can  also  provide  plainclothes 
tigators,  sophisticated  surveillance  equipment  - 
ever  it  takes  for  whatever  your  problem. 


Through  nearly  100  offices  across  the  U.S.  and 
Canada,  we  serve  multi-facility  companies  with 
one  money-saving  contract.  And  assure  them  of 
uniformly  high  standards  of  security  at  all  locations. 

Find  out  why  four  out  of  five  "Fortune  500" 
companies  count  on  Pinkerton's  for  professional 
protection.  Just  send    a^i      ■  | 

the  coupon  to      Pinkertons 
_^^jpnhss\ond& 


PINKERTONS,  INC. 

100  Church  Street,  New  York.  NY  10007 

PINKERTON  S  OFCANADA  LIMITED 

625  President  Kennedy  Ave.,  Montreal  111,  P.O. 

Contact  me  about  — 
n  Total  Security  Analysis 
D  Atter-hours  Inspections 
D  Lady  Pinkertons 


Name/Title_ 

Company 

Address 

City 


72-2F 


D  Guard  Services 

D  Special  Events  Service 

a  K-9  Patrol 


.State. 


.Zip. 


Exposure  in  foreign  exchange 

is  a  risky  business. 

Vk  help  minimize  the  risk. 


Manufacturers  Hanover 
can  cover  your  exposure 
in  any  convertible  for 
eign  exchange  and  in 
virtually  any  amount 

By  arranging  to 
hedge  future  ex- 
change risks,  Manu 
facturers  Hanover  has 
helped  many  of  America's 
leading  companies  pro- 
tect their  accounts  re- 
ceivables and  invento- 
ries from  devaluation 

Our  effectiveness  lies  in  the  fact 
that  as  a  $14  billion  bank,  Manu- 
facturers Hanover  is  a  major  factor 
in  foreign  exchange  markets  and  in 
dealing  with  leading  global  banks. 

Because  of  our  huge  transaction 
volume,  the  broader  and  better 


market  we  have  to  work  in. 
And  that  all  adds  up  to  favor- 
rates,  easier  and  faster 
'-transactions,  for  the 
iW^   small  importer 
and   the   largest 
multi-national  corporations. 

Private  wires  and  telex  ma- 
chines link  our  New  York  trad- 
ers with  MHT  branches  and 
traders  in  leading  money  cen- 
ters—London, Frankfurt,  Tokyo  — 
as  well  as  with  trading  operations 
world-wide.  We  can  turn  on  a  dime 
(or  a  sixpence),  effectively. 

If  your  company's  business  goes 
abroad,  talk  to  our  foreign-ex- 
change traders.  They  speak  speed 
and  efficiency  —  in  many  languages. 
For  information,  call  Mr.  Robert 
Taylor  at  (212)  623-4481. 
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MANUFACTURERS  HANOVER 

London  •  Frankfurt  •  Tokyo  •  Bangkok  •  Beirut  •  Bogota  •  Brussels  •  Buenos  Aires  •  Caracas 
Hong  Kong  •  Lima  •  Madrid  •  Manila  •  Mexico  City  •  New  York  •  Paris  •  Rome  •  Sao  Paulo  •  Sydney 


"Almost  Heaven" 
...V\fest  Virginia. 

Industry  is  discovering  what 
vacationers  and  the  friendly  people 
of  West  Virginia  already  know. 

An  efficient,  hard-working  Industrial  Development  Department  is 
ready  to  help  you  make  a  wise  and  profitable  decision  to  expand  or 
re-locate  in  West  Virginia.  Let  us  give  you  the  full  facts  on  low  taxes 
and  tax  credits ...  on  transportation  and  distribution  ease  (West  Virginia 
is  within  overnight  trucking  to  better  than  50%  of  the  entire  U.S. 
population) . . .  labor . . .  existing  and  new  facilities . . .  power,  natural 
resources  or  whatever  specific  need  your  company  has. 

And  let  us  tell  you  about  the  living,  recreation,  clean  air,  education 
and  our  low  crime  rate  in  the  wonderful  State  people  call  "Almost  Heaven", 

Clip  the  coupon  and  let  us  go  to  work  for  you  now^ 


Continental  telephone 
grows  bigger  overnight. 
Every  night. 


When  we  upgrade  a  community's  phone 
service,  bells  really  ring. 

There  are  more  calls  night  and  day. 
More  long  distance  calls.  More  business  and 
social  talk.  And  more  people  want  more 
telephones.  More  special  communications 
services,  too. 

Result:  we've  become  America's  No.  1 
utility  in  return  on  equity  for  the  past 
five  years  (I^'orbes).  And  No.  1  in  growth  rate  for  the  past  ten  years  (Fortune). 

In  fact,  in  eleven  years  our  revenues  have  increased  from  4  million 
to  $424  million. 

This  means  we  have  more  money  to  plow  back  into  updating  more 
systems.  And  more  bells  ring,  night  and  day.  That's  building  solid  growth 
through  better  service. 

It  gives  everyone  more  for  his  dollar,  especially  phone  subscribers 
and  investors. 

Read  our  story.  Write  for  our  Annual  Report. 
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Continental  Telephone  Corporation 

Dulles  International  Airport,  Chantilly.  Va.  22021 


Introducing 


THE  INVESTORS  BOOK  CLUB 

For  the  investor  who  is  not  interested  in  learning 
through  trial  and  error 


What  makes  a  steadily  successful  investor  over 
the  long  term?  Knowing  sound  investment  prac- 
tice, how  to  interpret  economic  trends,  under- 
standing meaningful  differences  in  investment 
strategy.  All  hard-to-come-by  information,  ob- 
tainable only  from  dozens  of  different  sources. 

We've  put  it  all  together  for  you— one  source, 
the  best  books  on  each  subject  — from  com- 
modity futures  to  country  property,  from  stock 
market  management  to  managing  your  broker. 


As  new  and  important  books  come  out,  we'll 
have  them  for  you.  We  choose  what's  good  in 
every  area;  you  choose  the  area  that  interests 
you.  All  at  substantial  discounts. 

If  you  operate  best  on  hot  tips,  "inside"  infor- 
mation or  instinct,  we  wish  you  well.  If  you 
prefer  to  operate  on  hard  information,  we  have 
a  suggestion:  before  you  invest  another  cent, 
invest  $3.95  for  your  first  three  books  in  THE 
INVESTORS  BOOK  CLUB. 


Take  any  3  books  (values  to  $44.95)  all  for  only  $3.95 

if  you  join  now  and  agree  to  take  only  3  more  books 
at  member  discount  prices  during  the  next  12  months 


(retail  prices  shown) 

55570.  INSTITUTIONAL  INVESTING.  Charles  D. 
Ellis.  Explores  the  most  useful  concepts,  pro- 
grams and  techniques  used  by  professional  in- 
vestment managers.  For  the  pro,  advanced 
student,  or  those  looking  to  choose  investment 
managers.  $9.95 

53860.  HOW  TO  RAISE  AND  INVEST  VENTURE 
CAPITAL.  Edited  by  Stanley  M.  Rubel  and  Ed- 
ward G.  Novotny.  23  leading  experts  show  you 
how  it  works,  how  to  get  in  on  this  lucrative 
field.  Counts  as  2  ol  your  3  books.  $25.00 

53811.  HOV/  TO  KEEP  WHAT  YOU  HAVE,  or, 
WHAT     yOUR     BROKER     NEVER     TOLD     YOU. 

Charles  Neal.  Clearly  shows  how  to  understand 
your  own  Investing  position  In  order  to  know 
when  your  broker  is  leading  you  astray,  when 
to  get  out,  etc.  $7.95 

32470.  ALL  ABOUT  INVESTING  IN  REAL  ES- 
TATE SECURITIES/PROFITS  IN  REAL  ESTATE. 

How  to  Invest  your  extra  cash  in  real  estate 
securities,  leave  the  management  headaches 
to  others  . .  .  Plus  how  to  buy  up  real  estate 
yourself  — by  successful  real-estate  investors. 
The  2  count  as  1  book.  $12.90 

48S90.  A  FINANCIAL  GUIDE  FOR  THE  SELF- 
EMPLOYEP.  John  Ellis.  A  complete  guide. 
Deals  in  detail  with  insurance  problems,  taxes, 
plans  for  retirement  and  much  more.  $7.50 

79840.  STARTING  AND  SUCCEEDING  IN  YOUR 
OWN  SMALL  BUSINESS.  Louis  L.  Allen.  How 
to  obtain  money;  how  to  lure  and  keep  custom- 
ers your  business  can  altord,  how  to  select 
products  appropriate  for  a  small  business  and 
more.  $5.95 


78470.  SHAKING  THE  MONEY  TREE.  How  to 
Find  New  Growth  Opportunities  In  Common 
Stocks.  Winthrop  Knowlton  and  John  L.  Furth. 
Shows  how  to  recognize  those  firms  that  are 
natural  "money  trees"— and  how  to  shake  them 
with  pleasant  results.  $7.50 

37020.  BUYING  COUNTRY  PROPERTY.  Irving 
Price.  A  wealth  of  expertise  and  sound  advice, 
from  the  head  of  one  ol  the  most  successful 
country  real  estate  firms  In  America.  $6.95 

34470.  THE  ART  OF  INVESTING.  Philipp  H. 
Lohman.  The  man  who  trains  the  experts  shows 
you  when  and  how  to  buy  and  sell,  and  how  to 
handle  taxes  on  profits.  Sound  and  sober.  $8.95 

79830.  SQUEEZE    IT  TILL  THE  EAGLE  GRINS. 

Scott  Burns.  No-nonsense  look  at  our  money 
system,  economic  experiences;  how  middle- 
class  investors  can  avoid  ill-advised  ventures. 

$6.95 

50710.  THE  GREAT  EXECUTIVE  DREAM:  The 
First    Myth    of    Management    Is   that    It    Exists. 

Robert  Heller.  The  men  at  the  top,  the  myths 
that  operate,  heart-rending  examples  of  execu- 
tive error,  and  ways  to  avoid  booby  traps.  $7.95 


45970.  ESTATE  PLANNING  HANDBOOK  WITH 
FORMS.  Morton  Freilicher.  A  351-page  guide 
—  with  legal  forms,  clauses,  checklists,  out- 
lines, charts,  tables  and  working  tools  keyed 
to  tax  law.  Counts  as  2  ol  your  3  books.  $29.95 

43160.  EARNINGS  PER  SHARE  AND  MANAGE- 
MENT DECISIONS.  John  F.  Childs.  A  30-year- 
veteran  Wall  Street  financial  counselor  shows 
how  high  earnings  per  share  now  can  spell 
grief  to  companies  later.  $15.00 

59890.  MANAGEMENT  GUIDE  TO  MERGERS 
AND  ACQUISITIONS.  Edited  by  John  L.  Harvey 
and  Albert  Newgarden.  A  gold  mine  of  vital, 
practical  information.  $14.95 

87180.  WHY  MOST  INVESTORS  ARE  MOSTLY 
WRONG  MOST  OF  THE  TIME.  William  X. 
Scheinman.  A  myth-shattering  report.  Read  It 
before  you  start  playing  around.  $10.00 

40640.  CORPORATE  AND  EXECUTIVE  TAX 
SHELTERED  INVESTMENTS.  Edited  by  Peter 
C.  Reid.  Top  tax  experts  in  all  important  areas 
tell  you  everything  you  need  to  know  about 
shelters.  Counts  as  2  ol  your  3  books.     $25.00 


r«  »  _    MEMBERSHIP  APPLICATION    ^  ^  - 
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73640.  REAL  ESTATE  INVESTMENT  STRATEGY. 

Maury  Selden  and  Richard  H.  Swesnik.  How  to 
make  money  In  building  and  land.  $9.95 

40970.  CREATIVE  BUSINESS  NEGOTIATING: 
Skills  and  Successful  Strategies.  Gerard  I. 
Nierenberg.  How  to  negotiate  everything  from 
a  raise  to  a  take-over.  $7.95 


The  Investors  Book  Club  D-871 

Riverside,  N.J.  08075 

Upon  acceptance  of  this  order,  please  enroll  me  as 
a  member  and  send  the  3  t)ooks  I  have  indicated. 
Bill  me  only  $3.95,  plus  postage  and  handling.  If 
not  delighted,  I  will  return  all  Ijooks  within  ten 
days  and  this  membership  will  be  cancelled. 
As  a  memtier,  I  need  accept  only  three  more 
selections  during  the  next  12  months  at  reduced 
member  prices,  plus  postage  and  handling.  Savings 
range  up  to  30';  and  occasionally  even  more. 
I  understand  that  I  will  receive  free  advance 
Reviews  which  fully  describe  each  month's  Main 
Selection  and  Alternates.  If  I  wish  the  Main 
Selection.  I  need  do  nothing  and  it  will  be  sent 
automatically.  If  I  prefer  an  Alternate — or  no  book 
at  all  —  I  need  only  return  the  convenient  reply 
card  you  send  me  by  the  date  specified.  I  under- 
stand that  I  may  choose  a  bonus  book  for  every 
four  selections  purchased.  (Introductory  offer 
counts  as  first  selection  toward  a  bonus  book.) 
Send  no  money.  Members  are  billed  when  books 
arrive. 

3  books  for  $3.95.  (write  in  numbers) 


I 
I 
I 
I 

I     Address- 

I 


(Some  expensive  books  count  as  2  choices.) 
Name 


Clty- 


.  State. 


.Zip. 


(Offer  good  in  Continental  U.S.  and  Canada  only. 
Prices  slightly  higher  in  Canada.) 
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Thafs  Italian  isn't  it? 


When  young  Giacomo  Justerini  left  Bologna  for  London 

in  1749  he  had  in  mind  only  to  pursue  the  woman  he  loved. 

A  beautiful  opera  singer  named  Margherita  Bellino. 

But  while  courting  that  lady,  he  struck  up  a  partnership 
with  a  Londoner  and  they  became  purveyors  of  distilled 
spirits.  The  romance  eventually  died  but  the  business  has 
grown  steadily  ever  since,  more  than  two  centuries. 

From  virtually  the  beginning  Justerini  and  Brooks 
has  been  a  favorite  of  European  royalty.  And  hundreds 
of  historically  important  people  like  Charles  Dickens 
have  been  customers. 

Today,  their  most  famous  product,  J  &  B 
Rare  Scotch,  is  enjoyed  by  drinkers  all  over 
the  world. 


JUSTERINI 
rm»*^  174*  w 


p--®-- 


RARE 


86  Proof  Blended  Scotch  Whisky  ©  1972  Paddington  Corp.,  N.Y. 


Nuclear  Industry  Comes 
to  Panama  City,  Florida 

A  subsidiary  of  Foster  Wheeler  Corporation  and  the  Gulf  Oil 
Corporation  are  forming  a  jointly  owned  company  that  will  build 
and  operate  a  new  plant  in  Panama  City,  Florida,  to  produce  large 
components  for  nuclear  steam  generating  plants.  Company 
representatives  found  a  deep-water  site  on  the  inland  waterway 
and  a  young,  aggressive  city,  eager  for  clean,  progressive  industry 
and  willing  to  talk  straight  to  interested  manufacturers.  They 
also  found  good  transportation  facilities  —  air  and  ground,  as 
well  as  water  —  and  an  exceptionally  good  labor  market.  The 
city  itself,  located  on  the  Gulf  of  Mexico,  is  a  great  place  to  live 
and  features  mild  weather  year-round.  If  you're  looking  for  a 
manufacturing  site,  investigate  Panama  City,  Florida  —  we'll 
cooperate.  For  more  information,  write  Warfield  Bennett,  Bay 
County  Chamber  of  Commerce,  Post  Office  Box  1850,  Panama 
City,  Florida  32401. 


READERS  SAY 


Panic? 

Sir:  At  the  request  of  Mr.  Milan  Panic, 
president  and  chairman  of  International 
Chemical  &  Nuclear  Corp.,  I  hereby  give 
notice  that  ICN  wishes  to  cancel  its  sub- 
scription to  FoKBES  as  of  now.  We  find 
your  magazine  no  longer  functions  as  a 
positive  force  in  our  corporate  office. 

—Herbert  S.  Lightstone 

Vice  President, 

Int'l  Chemical  &  Nuclear  Corp. 

Pasadena,  Calif. 

See  Forbes,  Aug.  1,  p.  23— Ed. 
PoUfical  Advocate 

Sir:  In  your  article  on  the  difiBculties 
and  future  of  the  Penn  Central  (Oct.  1 ), 
you  wrote:  "Everyone  agrees  the  rail- 
road can't  be  allowed  to  die.  But  no- 
body wants  the  responsibility  for  keeping 
it  alive.  Is  the  answer  some  form  of  na- 
tionalization? Where  is  the  politican  bold 
enough  to  advocate  that  in  public?"  Well, 
on  Aug.  17,  I,  Representative  Bob  Eck- 
hardt  (Texas)  and  several  other  con- 
gressmen introduced  House  Joint  Reso- 
lution 1291,  which  would  nationalize  the 
Penn  Central  at  that  point  where  the 
present  reorganization  no  longer  holds 
hope  of  success.  The  assessment  would 
be  made  by  a  federal  authority. 

—Bertram  L.  Podell 

Member  of  Congress  ( N.Y. ) 

Washington,  D.C. 

Hangovers  and  Highways 

Sir:  There  is  no  valid  reason  why 
motorists  as  a  class  should  be  taxed  to 
subsidize  other  and  different  forms  of 
transportation  for  residents  of  the  big 
cities  (Fact  h  Comment,  Oct.  1).  Diver- 
sion of  trust  funds  is  morally  bad.  So  is 
taxation  of  one  group  for  the  benefit  of  a 
different  group.  Sen.  Stafford's  vote  was 
not  provincial  but  statesmanlike. 

—Edmund  C.  Yates 
Abilene,  Tex. 

Baloney.  Reader  Yates'  point,  as  we've 
said  before,  makes  about  as  much  sense 
as  earmarking  alcohol  tax  revenues  for 
curing  hangovers— Kd. 

A  Belter  Idea 

Sin:  In  Fact  &  Comment  {Oct.  1), 
you  refer  to  an  idea  AT&T  has  just  come 
up  with,  and  ask:  "Anyone  else  got  a 
bright  idea?"  We  have  an  idea  for  New 
Jersey  Bell:  When  a  home  is  sold,  why 
not  leave  the  phones  in  place  instead  <il 
cutting  the  wires?  In  most  instances,  the 
new  occupant  will  be  satisfied.  By  leav- 
ing the  phones  intact,  service  can  be  con- 
nected without  delay. 

-O.W.  IloMKJi 

Ridgewood,  N.J. 

Sir:   Instead  of  the  telephone  compa- 
ny using  connections,  why  not  use  plugs? 
(Continued  on  page  1 14) 
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Don't  overlook 
the  possibilities 


In  the  food  processing  market, 
four  Chemetron  Corporation 
operating  units  are  deeply 
involved  in  product  and 
service  improvements  to  help 
customers  prosper. 

These  units  are  Votator,  a  producer  of  food 
processing  and  filling  equipnnent  and  a  pioneer 
in  aseptic  systems . . .  Cardox,  a  supplier  of  gases 
and  a  designer  of  systems  for  chilling  and 
freezing . . .  Allbright-Nell  Company,  a 
manufacturer  of  systems  for  meat  processing  and 
slaughtering . . .  and  Meat  Packers  Equipment 
Company,  a  producer  of  equipment  for  fresh  and 
processed  meat  products. 

Each  is  knowledgeable  in  the  ways  their  products 
can  lower  costs  and  improve  quality  for 
processors,  packers,  and  canners.  Each  has 
growing  product  and  technical  capabilities  you 
can  depend  on.  (Examples:  a  new  R&D  team  at 


Cardox,  expanded  food  processing  capabilities 
at  Votator,  including  laboratory  and  pilot  plant 
facilities  for  developing  new  equipment  and 
systems,  and  a  progressive  product  development 
department  at  Allbright-Nell.) 

You'll  find  that  all  Chemetron  operating  units 
welcome  challenges  that  stretch  the  imagination 
to  find  solutions  to  difficult  problems  or  unusual 
needs.  Customer  service  is  one  of  their 
specialties.  And  Chemetron  is  more  than  willing 
to  work  with  you  to  overcome  stumbling  blocks  or 
find  new  ways  to  give  you  a  competitive  edge. 

Chemetron  offers  expertise  in  many  areas, 
including  industrial  gases;  welding  and  cutting 
equipment;  pigments  for  plastics,  printing  inks, 
and  paint;  specialty  piping  components; 
chemicals  for  pollution  control;  engineered 
systems  and  gases  for  fire  prevention;  medical 
gases  and  health-care  equipment. 


Don't  overlook 
Chemetron 


We  have  capabilities  you  can  use,  people  who 
want  to  help,  and  an  attitude  you'd  'il^®  when  it 
comes  to  exploring  new  possibilities. 

Chemetron  Corporation  invites  you  to  look  into  the 
product  and  service  capabilities  offered  in  the  food 
processing  market,  as  well  as  the  many  other 
markets  we  serve.  Our  booklet,  "Possibilities," 
explains  how  we're  organized  to  help  solve  your 
problems.  Send  for  your  copy  today.  We  know  from 
experience  it  pays  to  examine  all  the  possibilities. 

Chemetron  Corporation  can  serve  you  from  these 
operating  units:  ARC  Products  •  Cardox  •  National 
Cylifider  Gas  •  Railway  Products  •  Catalysts 
•  Inorganic  Chemicals  •  Organic  Chemicals  • 
Pigments  •  Allbright-Nell  Company  •  Meat  Packers 
Equipment  Company  •  Medical  Products  •  Tube 
Turns  •  Votator. 

For  more  information,  send  the  coupon  or  write 
Chemetron  Corporation,  Dept.  B,  11 1  East 
Wacker  Drive,  Chicago,  Illinois  60601 . 
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CHEMETRON 


Chemetron  Corporation 
Dept.  B 

1 1 1  East  Wacker  Drive 
Chicago,  Illinois  60601 

I  am  interested  in  more  information  about  your 
capabilities  in  the  food  processing  market.  My  specific 
area  of  interest  is: 


D   Please  send  me 

your  booklet,  "Possibilities." 

Name: 


Title:. 


Company: 


Street  Address: 
City: 


.State: 


Zip: 


TRADEMARK 


rA^fnas 


Eldorado  by  Cadillac.  Is  there  anything  else  like  it 
on  the  motoring  scene?  We  think  not. 

One,  Eldorado  is  unique  in  what  it  is— the 

only  luxury  car  with  front-wheel  drive, 

Automatic  Level  Control,  variable-ratio  power 

steering  and  an  8.2  litre  engine.  What  this  all 

means  in  handling  ease  under  all  road  conditions 

has  to  be  experienced  to  be  appreciated. 

And  you  may  specify  American-made 

steel-belted  radial  tires,  a  Dual  Comfort 

front  seat  and  Track  Master 

skid  control.  Not  only  that,  when  was  the  last  time 

you  saw  a  car  with  Eldorado's  classic  beauty? 

Two,  there  is  the  matter  of  choice. 
The  first  luxury  of  Eldorado,  as  it  should  be 
in  its  price  class,  is  the  luxury  of  choice. 
There's  the  classic  Eldorado  Coupe.  The  Eldorado 
Convertible,  the  only  luxury  convertible  built  in 
America.  And  the  Eldorado  Custom  Cabriolet,  a  special 
edition  car  with  unique  roof  styling— available  with  or 
without  an  electrically  operated  sunroof. 

Three,  Eldorado  is  a  Cadillac  creation.  And  you 

know  what  that  means  in  the  quality  of 

the  car.  In  the  capabilities  of  those  who  sell 

and  service  it.  Your  authorized  Cadillac 

dealer  invites  you  to  experience  the  unique 

luxury  car  for  yourself.  Eldorado. 


OUR  AIR.  ITS  UNIQUE.  TOO... 

and  we  all  have  a  responsibility 
to  keep  it  clean.  Automakers  have 
made  great  progress,  but  you  can 
also  help.  By  using  no-lead  or 
low-lead  fuels,  getting  a  regular  tune-up  and 
having  your  control  systems  checked  often. 
Thank  you.  Cadillac  Motor  Car  Division. 


^'With  all  thy  getting  get  understanding'' 


Fact  and  Comment 


ALCOHOL  AND  ASPIRIN 


One  is  associated  with  merriment  and  happy  high  times 
of  mind  and  occasion. 

The  other  is  associated  with  nothing  but  headaches 
and  most  every  other  ache  known  to  man  (and  Ms.) . 

Thus,  by  these  definitions  in  terms  of  association,  the 


former  should  be  considered  Good,  and  the  latter  Bad. 

So  if  you  never  knew  what  "specious  reasoning"  is,  now 
you  do. 

Keep  it  in  mind  when  you  hear  and  read  millions  of 
words  by  thousands  of  candidates  during  the  days  ahead. 


A  VENERABLE  U.S.   PRECEPT  BITES  THE  DUST 


Imagine! 

For  enough  decades  to  make  a  ce)ifcur\,  one  time-hon- 
ored measure  of  America's  growth  in  might  and  power 
has  been  the  spiraling  growth  in  the  consumption  of  pow- 
er. Communities,  counties,  states  and  the  nation  itself  mea- 
sured progress  by  the  increase  in  the  availability  of  power 
and  the  consumption  of  it— from  electricity,  from  oil,  and 
refinements  and  variations  thereof. 

Now  within  the  space  of  a  couple  of  years  it's  all 
different.  Toda\ ,  using  less  power  is  better,  more  patriotic, 
more  the- measure  of  Progress— redefined. 

Ever  more  towns  tum  away  the  new  industries  and  busi- 
nesses and  housing  developments  they  not  so  long  ago  so 
eagerly  sought.  A  smoking  factory  stack  is  now  a  sin  rath- 


er than  a  welcome  sign  of  jobs,  output,  economic  strength. 

We  no  longer  can  keep  up  with  the  growing  demand 
for  affordable  energy  from  our  resources  with  our  current 
energy  technology;  nor  can  we  spare  the  increasing  $bil- 
lions  to  buy  all  the  oil  we  want  from  the  foreign  lands 
that  have  it. 

Turning  out  unneeded  lights,  using  air-conditioning 
sparingly  and  holding  down  the  power  company  bill  is 
no  longer  merely  a  matter  of  thrift;  it's  daily  becoming 
more  and  more  a  matter  of  national  necessity. 

None  can  now  foresee  when  this  situation  will  ever  again 
be  what  it  was. 

What  it  is  now,  looks  like  what  it  will  be  for  many 
tomorrows. 


"NEVER   BORROW  MONEY  NEEDLESSLY  .  .  . 
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But  if  you  need  additional  corporate  monies  these  days, 
you'll  probabK'  never  have  it  better  on  more  affordable 
terms  dian  right  now  from  your  friends  in  the  coun- 
try's major  banks. 

I  don't  see  how  loans  on  such  good  terms  can  too  long 
be   available.   Right   now,   for  a   combination   of  reasons 


(fathomable  and  unfathomable)  the  big  banks  have  more 
money  on  hand  than  normally,  and  the  competition  to  at- 
tract sound  borrowers  is  relatively  keen. 

It  hasn't  been  that  way  in  years  and  probably  won't 
be  that  way  again  for  many  more  years. 

If  you  have  the  need,  now  is  the  time. 


FORBES.   OCTOBER   15,    1972 
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BLACK  TUESDAY  FOOTNOTE 


At  Harvard  Business  School  during  the  opening  course 
in  Finance  at  the  beginning  of  September  1929,  Profes- 
sor Deming  drew  stock  market  charts  on  the  blackboard 
for  liis  students  and  pointed  out  emphatically  that  it  was 
absolutely  impossible  for  stock  market  prices  to  remain 
anywhere  near  their  then  high  prices. 

Joseph  \'.  Quarles,  now  president  of  Simmons  Compa- 
ny, was  recollecting  this  occasion  for  some  of  us  here 
the  other  day. 

"Why  didn't  you  pass  the  word  to  your  father?"  I 
queried. 

Replied  Mr.  Quarles,  "I  did,  in  a  16-page  letter.  He  dis- 
missed the  whole  thing  as  typical  college  professor-im- 


pressionable student  stuflF. 

"  'One  week  in  business  school  and  you're  a  stock  mar- 
ket expert'  "  was  his  fatherly  reaction  to  his  son's  alarmed 

advice  to  sell. 

*   *   *   * 

At  the  same  luncheon.  Grant  Simmons  Jr.,  fourth  gen- 
eration head  of  t|ie  famed  bedding  firm,  was  asked  how 
Simmons  reacted  to  the  waterbed  craze. 

"We  didn't.  A  waterbed  is  the  worst  of  both  worlds. 
You  can't  sleep  on  it  for  the  motion,  and  love  on  one  is 
only  possible  for  those  young  enough  to  perform  in  midair. 

"In  fact,  these  days  you  can  only  find  waterbeds  in 
those  shops  featuring  beads  and  bongo  dmms." 


THE  ULTIMATE  LN  THINNESS 

A  Japanese  corporation's  capitahzation. 

FORBES  ABANDONS  THE  FOUR-DAY  WORKWEEK 


Just  a  year  ago,  primarily  at  my  instigation,  Forbes 
instituted  the  four-day  workweek. 

No  one  likes  to  confess  failure.  For  us,  after  a  year's 
wholehearted  go  at  it,  in  too  many  respects  from  a  man- 
agement viewpoint,  it  has  proven  unsuccessful. 

I  don't  think  one  can  generaUze  from  our  failure  be- 
cause FoBBES  is  essentially  a  service  business  with  press 
deadlines  and  small  departments  where  there  had  to  be 
skeleton  crews  on  Friday. 

At  first,  we  had  some  advantages.  Forbes'  workweek 
was  35  hours  to  begin  with,  so  we  simply  lengthened  the 
four  workdays  so  there  was  no  loss  of  actual  hours.  We 
reasoned  that  there  would  be  more  efficient  output  during 
the  longer  working  days,  that  there  would  be  a  reduction 
of  absenteeism.  There  was. 

I  also  felt  strongly  that  the  wave  of  the  future  was— is 
—in  this  direction;  that  many  of  the  best  of  the  younger 
generation  have  a  burning  determination  to  have  time  to 
do  the  things  they  want  to  do  (in  addition  to  working  for 
a  living)  while  they  are  young  enough  to  do  them— travel, 
sports,  games,  hobbies  and  just  togetherness,  or,  as  they 
would  put  it,  time  to  Get  It  All  Together. 

I  still  do  not  think  these  reasons  are  invalid. 

But  the  four-day  workweek's  undoing  for  us  was  simply 
that  too  often  it  became  a  three-day  workweek  in  terms 
of  fully  manned  departments.  Friday's  covering  force  was 
oflF  on  Monday.  Supervisors  were  oflF  on  one  or  the  other, 
and  that  had  its  effect  on  work  flow. 

Of  course,  when  there  was  a  major  holiday,  a  number 
of  people  felt  gypped  if  it  came  on  their  three-day  week- 
end and  they  didn't  get  another  day  off.  If  it  came  mid- 

NO  EXCEPTION 

There  are  no  exceptions  to  the  rule  that  everybody 
likes  to  be  an  exception  to  the  rules. 
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week,  the  workweek  literally  was  three  days.  When  peo- 
ple occasionally  had  to  work  on  the  fifth  day  because  of 
illness,  or  vacation,  or  absences,  they  felt  entitled  to  equiv- 
alent days  off  later. 

And  our  costs  for  temporary  help  have  soared.  When 
you  must  get  work  done  in  four  days  and  do  not  cany  an 
excess  number  of  employees,  you  must  fill  in  with  temps 
during  vacations,  illnesses,  absences. 

At  the  beginning,  there  was  some  employee  unhappiness 
about  the  necessity  to  get  to  work  earlier  and  not  be  able 
to  go  home  until  later.  This  wore  off,  though,  as  people 
became  accustomed  and  grew  to  like  the  three-day  week- 
ends. At  their  request,  the  one-hour  lunch  hour  was  re- 
duced to  45  minutes  so  they  could  leave  one-fourth  of 
an  hour  earlier  in  the  evening.  These  problems  and  ad- 
justments coming  on  stream  to  the  four-day  workweek, 
however,  didn't  present  major  problems. 

I  guess  the  principal  problem  comes  from  the  relative 
smallness  in  numbers  of  our  departments,  and  the  neces- 
sity for  all  of  them  to  be  manned,  to  one  degree  or  an- 
other, five  days  a  week. 

One  day,  when  and  if  the  majority  of  businesses  arc  on 
a  four-day  week,  we'll  find  a  way  to  go  back  to  it  for  as' 
many  people  as  possible. 

That  day  isn't  here.  We  have  a  business— a  sei"vice  busi- 
ness—to run  and  customers  to  satisfy.  After  a  year's  tr>' 
at  doing  it  in  four  days,  we  just  weren't  getting  the  job 
done  as  thoroughly  and  as  well  as  we  wanted  to.  It's  a 
disappointment  to  us  all.  But  to  stay  in  business,  any  busi- 
ness, one  must  recognize  a  mistake  when  it's  made— no 
matter  how  well  intended. 

PEOPLE 

who  live  their  lives  to  impress  others, 
do  neither. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Often  comments  hy  others  seed,  stimulate,  irritate,  amuse 
or  abuse  my  mind.  This  page  each  issue  will  contain  a 
few.  Which  verb  applies  to  what,  you  can  decide— M.S. F. 


LAW  SCHOOL  RUSH 

.  . .  law  school  most  of  the  past  dec- 
ade has  been  the  solid  favorite  career 
choice  for  Princeton's  seniors.  Now, 
law's  popularity  is  spreading  across 
the  country  and  is  beginning  to  cause 
some  concern  in  legal  circles.  This 
year,  for  example,  150,000  seniors  took 
the  law  boards,  compared  to  23,099 
in  1961.  What  is  extraordinary  is  that 
the  number  of  seniors  entering  law 
school  has  reached  the  1966  level 
(and  will  probably  go  above  it  this 
year)  without  a  helpful  hand  from 
Selective  Service. 

At  the  other  end  of  the  law  school 
tunnel,  the  concern  is  that  there  won't 
be  enough  jobs  for  the  coming  horde 
of  lawyers.  With  no  increase  in  law 
schools,  the  annual  rate  of  graduates 
will  reach  about  30,000  by  1974.  But 
the  Department  of  Labor  estimates 
that  the  average  annual  openings  for 
lawyers  until  1980  will  be  only  14,500. 

Looking  at  those  figures,  Robert  W. 
Meserve,  president-elect  of  the  Ameri- 
can Bar  Association,  said,  "If  you  think 
we've  seen  disruption  before,  think 
what  it  would  be  if  we  were  pouring 
out  15,000  qualified  lawyers  each 
year  who  could  find  nothing  to  do  but 
raise  hell  with  the  system." 


Comments  Princeton  undergraduate 
columnist  Andrew  Wilson  '72: 

"Law  school  offers  a  method,  ac- 
ceptable both  to  one's  own  motiva- 
tions and  most  families'  hopes,  to 
stretch  one's  general,  liberal  education 
a  few  years,  thus  postponing  a  final 
occupational  choice. 

"Surely  only  a  fraction  actually  in- 
tend to  practice  law." 
—From  the  Princeton  Alumni  Weekly 

CONSERVATIVE? 

Senator  George  McGovern  is  said 
to  be  one  of  our  most  radical  serious 
Presidential  candidates.  But  on  the 
important  issue  of  whether  defense 
spending  is  necessary  for  economic 
prosperity,  the  South  Dakotan  is  as 
conservative  as  Adam  Smith.  .  .  . 

To  judge  from  his  many  pronounce- 
ments over  the  past  few  years.  Sena- 
tor McGovern  does  not  fully  appre- 
ciate that  preparation  for  war,  in  the 
hope  that  it  will  never  break  out,  is 
unfortunately  the  price  America  must 
pay  to  remain  free  and  to  protect  the 
freedom  of  its  many  allies.  But  he  un- 
derstands quite  clearly,  more  clearly 
than  many  more  traditional  politicians, 
that  defense  spending  is  a  drag  on  the 
free  economy,  rather  than  a  stimulus. 
—From  the  Wall  Street  Journal 


ARE  YOV  SURE? 

When  told  of  the  death  of  Talley- 
rand, King  Louis-Philippe  asked:  "Are 
you  quite  sure  he's  dead?  Because 
with  Talleyrand  one  must  never  judge 
by  appearances  and  I  ask  myself 
what  interest  he  can  have  in  dying  at 
this  particular  moment." 

—Citizen  King,  by  T.E.B.  Howarth 

Cutting  the  Interminable  Question 

Presiding  at  a  forum  of  lawyers, 
Whitney  North  Seymour  inten-upted 
one  questioner  who  hadn't  after  five 
minutes  yet  finished  his  query: 
"Would  you  creep  up  on  your  ques- 
tion mark  please?" 

It  Never  Hurts 

A  woman  does  well  to  be  beautiful, 

mysterious,  haunting,  witty,  rich  and 

exotic  in  bed  .  . .  but  it  never  hurts  to 

cook  good. 

—Gael  Greene  in  New  York  magazine 

From  Our  Sharp-Tongue  File 

Last  Thanksgiving  some  understand- 
ably disgruntled  American  Indians 
gathered  at  Plymouth  Rock  to  mourn 
the  day  the  first  whites  set  foot  on 
these  then  Indian  lands.  Said  Brave 
Bay,  a  Mohawk:  "Plymouth  Rock 
should  have  landed  on  the  Pilgrims." 


One  of  the  most  fascinating,  ironic 
sidelights  of  Treasury  Secretary  George 
Shultz'  recent  speech  to  the  Inter- 
national Monetary  Fund  and  the  Worlc^ 
Bank  was  that  it  had  all  been  said  30 
years  earlier  by  John  Maynard  Keynes. 

Shultz'  speech  set  forth  the  Ameri- 
can proposals  for  a  new  international 
monetary  system.  Its  key  points;  that 
countries  with  a  surplus  balance  of 
payments  should  have  as  much  obli- 
gation as  the  deficit  countries  to  re- 
store equilibrium;  that  SDRs  [Spe- 
cial Drawing  Rights  or  "paper  gold"] 
issued  hy  the  IMF  should  gradually 
replace  gold  and  the  dollar  as  cur- 
rency reserves;  that  exchange  rates 
should  be  more  flexible.  There  would 
be  penalties  for  noncompliers. 

Keynes  made  his  proposals  for  a 
new  international  monetary  system 
in  the  midst  of  World  War  II,  but 
much  of  their-  substance  was  lost  at 
Bretton  .Woods  in  1944.  The  U.S., 
with  tlie  shoe  on  the  other  foot  then, 
felt  his  proposals  would  impose  too 
many  obligations  on  a  suiplus  coun- 
try, e.g.,  the  U.S.;  that  the  U.S. 
would,  in  effect,  have  to  finance  the 
deficits  of  other  countries. 


BELATED  KEYNESIAN 

On  May  18,  1943,  Keynes,  speak- 
ing before  the  House  of  Lords,  de- 
clared, "We  need  a  quantum  of  in- 
ternational currency  which  [is  not] 
determined  by  the  technical  progress 
of  the  gold  industry  .  .  .  but  is  gov- 
erned by  the  actual  current  require- 
ments of  world  commerce,  and  is  also 
capable  of  deliberate  expansion  [or] 
contraction." 

Said  Shultz,  three  decades  later, 
"We  contemplate  that  SDRs  would 
.  .  .  become  the  formal  numeraire 
[standard  of  value]  of  the  system. 
Changes  in  the  amount  of  SDRs  in  the 
system  as  a  whole  will  be  required 
periodically  to  meet  the  aggregate 
demand  for  reserves.  [This  does]  not 
imply  restoration  of  a  gold-based  sys- 
tem. The  rigidities  of  such  a  system, 
subject  to  the  uncertainties  of  gold 
production  .  .  .  cannot  meet  the  needs 
of  today." 

Concerning  balance-of-payments 
adjustments,  Keynes  said,  "We  need 
a  system  possessed  of  an  internal  sta- 
bilizing mechanism  by  which  pressure 
is  exercised  on  any  country  whose  bal- 
ance of  payments  with  the  rest  of  the 
world  is  departing  from  equilibrium 


in  either  direction  [Keynes'  italics],  so 
as  to  prevent  movements  which  must 
create  for  its  neighbors  an  equal  but 
opposite  want  of  balance." 

That  was  the  great  bone  of  con- 
tention then  between  Keynes  and  the 
U.S.— "in  either  direction." 

Now  listen  to  Secretary  Shultz. 
"Sight  has  too  often  been  lost  of  the 
fact  that  adjustment  is  inherently  a 
two-sided  process— that  for  the  world 
as  a  whole,  every  surplus  is  matched 
by  a  deficit.  Any  effort  to  develop  a 
balanced  monetary  system  must  rec- 
ognize that  simple  fact." 

Keynes  stressed  the  need  for  a  sys- 
tem that  would  allow,  encourage,  full 
employment  and  a  vibrant  domestic 
economy.  Shultz  did  too:  "Any  stable 
and  well  functioning  system  must  rest 
upon  sound  policies  to  promote  do- 
mestic growth  and  price  stability." 

There  were  other  similarities,  in- 
cluding penalties  for  noncompliance. 

President  Nixon  said  back  in  Jan- 
uary 1971,  "I  am  now  a  Keynesian." 

When  it  comes  to  international 
monetary  systems,  the  U.S.  most  cer- 
tainly is.  Now. 

—M.S.  Forbes  Jr. 
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Allstate  made  this  TVcommercial 

to  shovv^  you 
that  the  air  bag 
woiA  inflate 


Ed  nsinisrs  for 


1.  ED  REIMERS:  "This  film 
was  taken  the  day  engineers 
put  me  through  a  test 


to  demonstrate  that  an  air  bag 
won't  misfire.  I'm  in  one  of 
two  hundred 


3.  fleet  cars  Allstate  bought 
equipped  with  air  bags.  It's 
right  under  there. 


"The  brain"  of  the  air  bag  sys- 
tem is  a  sensing  device  that  uses 
technology  from  the  space 
program. 


5.  The  bag  doesn't  go  off  when 
you  hit  curbs  or  bumps.  Or  in 
a  panic  stop. 


There  hasn't  been  a  single 
sensor  failure  in  two  million 
miles  of  on-road   testing.    But 


7.  still  people  worry,  "What  if...?" 
So  the  engineers  set  ofif  this  air 
bag  on  purpose.  And  didn't  tell 
me  when. 


8.  There  was  nothing  to  it.  As  far 
as  I'm  concerned,  the  air  bag 
is  a  complete  success. 


^-v 


,  fi" 


9.  It  sure  beats  hitting  the  wind- 
shield  in  a  crash. 


10.  Allstate  says:  Let's  use  space- . 
age  technology  to  reduce  auto 
injuries 


unless  youVe  in  a 
serious  crash. 

An  air  bag  is  an  automatic  lifesaver  that 
hides  out  of  sight  under  the  dashboard  of  your 
car.  Until  you're  in  a  serious  frontal  crash. 

Then  it  inflates  (like  a  balloon),  cushions 
you  from  hitting  the  windshield,  and  deflates. 
It  all  happens,  inflation  to  deflation,  in  less 
than  half  a  second.  And  all  automatically. 

We  believe  in  air  bags.  Allstate  thinks 
they're  today's  best  answer  to  cutting  highway 
deaths  and  injuries.  So  along  with  lap  belts, 
we'd  like  to  see  air  bags  installed  for  front- 
seat  occupants  on  all  cars  as  soon  as  possible. 

What's  in  it  for  us?  The  same  that's  in 
for  you.  We  want  to  reduce  the  thousands  of 
annual  highway  deaths  and  the  millions  of 
crippling,  disfiguring  injuries.  Besides  saving 
lives  and  preventing  injuries,  air  bags  in  cars 
are  expected  to  help  hold  down  the  cost 
of  your  auto  insurance. 

For  a  film  about  air  bags,  for  your  club 
or  organization,  write  the  Safety  Director, 
Allstate  Insurance  Company, 
Northbrook,  Illinois  60062. 


it 


/lllstate 

Let^  make  driving  a  good  thing. 


11.  and  save  lives." 


This  commercial  now  appearing  on  TV  in  selected  cities. 
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Forbes 


China: 


Is  the  Name  of  the  Game  Oil? 

It  used  to  be:  Yankee  oil  for  the  lamps  of  China.  Soon  it  may  be:  Chinese 
oil  for  the  lights  of  New  York— and  big  orders  for  U.S.  oil  technology. 


A  LITTLE  OVER  a  year  ago,  long  be- 
fore Richard  Nixon  went  to  China, 
Forbes  predicted  that  a  consequence 
of  his  forthcoming  trip  would  be  big 
Chinese  orders  for  U.S.  aircraft.  The 
orders  are  already  in  Boeing's  hands. 

That  may  be  only  small  change. 
The  U.S.  and  the  People's  Republic 
of  China  may  soon  be  talking  in  terms 
of  major  oil  deals.  Once  again,  oil  may 
prove  to  be  the  key  to  politics.  To 
avoid  dependency  on  the  Arab  nations 
by  1980,  the  U.S.  must  button  down 
long-term  supplies  of  oil.  We  are  al- 
ready moving  toward  buying  oil  from 
Russia  in  exchange  for  our  machinery 
and  technology.  We  will  soon  be  talk- 
ing to  China  for  the  same  reasons. 

There  remain  major  obstacles.  Tai- 


wan. Vietnam.  Moreover,  oil  deals, 
involving  billions  of  dollars  and  vast 
logistics,  cannot  be  pulled  off  as 
quickly  as  airplane  deals.  But,  says 
Alvin  Hamilton,  who  sold  Canadian 
wheat  to  the  Chinese  when  he  was  a 
minister  in  the  Ottawa  government 
and  who  keeps  in  close  touch  with 
Peking:  "The  Chinese  are  moving  on 
oil  much  faster  than  anybody  could 
have  anticipated." 

Does  China  have  oil?  It  is  already 
self-sufficient,  although  at  an  almost 
rudimentary  level  of  industrial  pro- 
duction. From  wells  in  Manchuria 
and  Northwest  China,  it  is  produc- 
ing about  30  million  tons  a  year.  This 
is  a  pittance  when  stacked  against 
Russia's   370   million   tons,   the   U.S.' 


530  million  or  Saudi  Arabia's  220 
million.  American  experts  think  that 
China  could  fairly  easily  increase  its 
production  to  50  million  tons.  But 
even  this  would  not  carry  China  very 
far  down  the  road  to  industrializa- 
tion. Nor  would  it  give  China  the  in- 
dustrial heft  it  feels  it  needs  to  stave 
off  the  Russian  military  threat  from 
the  north  and  from  the  west. 

So  China  needs  more  oil.  There  is 
good  reason  to  believe  that  much 
more  oil  exists,  not  only  in  China 
proper  but  on  the  continental  shelf 
that  juts  out  into  the  Yellow  and  East 
China  Seas.  Seismic  surveys  indicate 
there  could  be  vast  deposits  of  oil 
beneath  the  seas  there.  Nobody  knows 
how  much,  but  hopes  are  high.  Ru- 


Ah,  The  Good  Old  Days  when  fhe  U.S.  sent  Pennsyl- 
vania kerosene  to  light  the  lamps  of  China.  This  photo- 
graph, property  of  the  Mobil  Oil  Co.,  circa  1900,  shows 
a  pack  train  passing  through  a  village  on  the  way  from 


the  coast  to  Kunming.  Packed  in  the  characteristic 
rectangular  can,  the  kerosene  was  shipped  from  the 
U.S.,  often  in  sailing  vessels.  But  now  the  U.S.  is  short 
of  fuels  and  the  flow  of  energy  is  about  to  be  reversed. 


mors  speak  of  deposits  comparable  to 
those  of  the  Persian  Gulf.  Already 
Japan,  South  Korea  and  the  Nation- 
alist Chinese  regime  on  Taiwan  have 
granted  concessions  to  private  com- 
panies for  exploration  there.  The  Chi- 
nese have  said  nothing  yet. 

Who  owns  the  shelf?  The  law  of  the 
sea  as  written  in  1958  says  that  the 
adjoining  state  owns  the  resources  of 
the  continental  shelf  out  to  a  water 
depth  of  200  meters,  provided  that 
point  is  not  beyond  the  median  line 
between  it  and  another  adjoining  state. 
The  Yellow  and  East  China  Seas  are 
adjoined  by  South  Korea,  Japan,  the 
People's  Republic  of  China  and  the 
Republic  of  China  on  Taiwan.  Dis- 
putes over  demarcation  lines  have  al- 
ready begun.  As  the  biggest  power  in 
the  area,  the  Peking  Chinese  will  cer- 
tainly look  out  for  their  interests  on 
the  shelf.  But  to  establish  ownership 
of  resources,  you  must  first  find  them, 
and  to  find  them  you  must  drill. 

That  is  where  the  U.S.  comes  in. 
China  needs  U.S.  oil  equipment  and 
techniques.  How  can  they  pay  us? 
Why,  in  oil.  And  this  would  enable 
the  Chinese  to  buy  things  they  need 
from  us.  Outside  of  oil,  they  have  very 
little  to  trade  with  us.  An  oil  deal 
would  comport  well  with  that  oft- 
declared  motto  of  the  People's  Re- 
public: "International  trade  should  be 
based  on  equality  and  mutual  benefit." 

Says  Julian  Sobin,  head  of  a  Boston 
chemical  company,  who  has  done 
business  with  the  People's  Republic: 
"The  Chinese  are  looking  forward  to 
selling  oil  to  the  U.S." 

The  Day  after  Tomorrow? 

Just  as  the  Chinese  preceded  their 
order  for  Boeing  jets  with  a  smaller 
order  for  British  jets,  so  they  have  al- 
ready bought  a  drilling  rig  from  Japan. 
But  no  one  expects  China  to  let  itself 
become  dependent  on  Japan;  besides, 
the  two  are  already  in  dispute  over 
the  rights  to  one  of  the  most  promising 
areas  of  the  continental  shelf.  So,  all 
the  evidence  points  to  big  orders  and 
contracts  for  U.S.  firms. 

To  date,  the  Chinese  have  said  al- 
most nothing.  Neither  have  the  Ameri- 
cans concerned.  But  Offshore  Co.  of 
Houston,  a  Southern  Natural  Gas  sub- 
sidiary, has  had  some  indirect  ap- 
proaches. It  recently  did  a  $3-million 
deal  in  Rumania,  and  while  there, 
its  executives  reported  indications  of 
Chinese  interest.  Four  U.S.  oil  equip- 
ment firms  made  their  overtures  at 
last  April's  Canton  Trade  Fair 

When  will  the  orders  start  flowing 
in?  When  will  the  oil  begin  to  arrive? 
The  U.S.  Government  remains  deter- 
minedly tightlipped,  but,  off  the  record, 
an  official  says:  "This  thing  is  moving 
rapidly  toward  the  front  burner."  ■ 
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For  Kicks,  Not  for  Cash 

There  is  big  money,  big  thrills,  big  write-offs  in 
race  horses.  But  remember,  good  stocks  don't  break 
legs— and  tax  shelters  don't  work  without  income. 


We  don't  know  what  the  economists 
would  make  of  this,  but  we've  noticed 
that  a  good  many  people  these  aflBu- 
ent  days  are  using  their  capital  to 
produce  kicks  rather  than  cash.  For. 
the  rich,  this  can  mean  buying  a 
chunk  of  a  hockey  team  or  a  piece 
of  a  prizefighter:  You  might  make 
some  money  on  the  deal,  but  the  real 
returns  are  psychic.  It  makes  you  a 
big  shot  at  the  country  club,  you  get 
to  mix  with  sports  stars  and  some  of 
the  glamour  mbs  ofi^. 

The  affluent  not-so-rich  are  begin- 
ning to  get  into  the  act,  too.  They're 
doing  it  increasingly  through  what  is 
probably  the  oldest  of  rich  men's 
sports,  horse  racing. 

Take  Dr.  Steve  Kallman,  a  29-year- 
old  Beverly  Hills  dentist  who  owns  a 
two-horse  stable  called— he  said  it,  we 
didn't— Sore  Tooth  Stable.  Says  Kall- 
man: "My  plan  is  to  move  into  horse 
breeding,  buy  a  ranch  with  the  prof- 
its and  retire  young." 

Retire   young?   We   thought   horse 


breeding  and  horse  racing  were  hob- 
bies for  the  very  rich,  not  a  path  to 
wealth  for  the  prudent.  But,  no,  the 
magic  term  tax  write-off  and  the  glam- 
oiir  of  the  thoroughbred  is  bringing 
well-heeled  Americans  flocking  in. 

No  question.  Though  statistics  are 
sketchy,  racing  unquestionably  in- 
volves big  money.  Last  year  $6  billion 
was  bet  at  U.S.  thoroughbred  and 
harness  tracks,  and  winning  horses 
ran  off  with  $250  million  in  purses. 
Out  of  this,  the  30  states  that  permit 
pari-mutuel  betting  siphoned  off  al- 
most $500  million  in  taxes,  so  that 
they  are  now  either  increasing  racing 
days,  encouraging  new  tracks— or 
both.  As  purses  and  racing  days  ex- 
pand, so  does  the  number  of  horse- 
men. Well  over  1,000  newcomers  a 
year  spend  from  a  few  hundred  dol- 
lars to  a  few  hundred  thousand.  Much 
of  that  is  new  money  from  men  like 
Dr.  Kallman,  pharmacist  Irvin  David 
of  Baltimore  and  Los  Angeles  clothing 
manufacturer  Edward  Drassin. 
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Keeneland's  Biggest  Bargain.  Canonero  II  cost  only  $1,200  at  the  Keeneland  Auction  and  went  on  to  win  the  Derby. 


Why  horses?  The  glamour  of  the 
stock  market  is  faded,  and  lotteries  are 
for  the  workingman.  The  well-to-do 
are  looking  for  action  elsewhere. 
Horses  offer  action  aplenty  and  style 
and  status  as  well.  Horses  are  high  up 
in  the  pantheon  of  sports,  where  so 
many  Americans  worship  today 
(Forbes,  Sept.  15).  "All  the  new 
owners  talk  about  making  money," 
says  Brian  Sweeney,  general  manager 
of  the  California  Thoroughbred  Breed- 
ers Association,  "but  that's  only  the  ex- 
cuse they  use  to  rationalize  their  in- 
vestment to  themselves  and  to  placate 
their  wives."  Adds  he:  "If  a  guy  buys 
a  yacht,  chances  are  he  still  can't  get 
into  the  yacht  club;  but  when  he  buys 
a  horse,  they  have  to  let  him  into  the 
winner's  circle." 

Merchandisers  of  financial  pack- 
ages are  quick  to  smell  out  a  new 
trend,  and  some  of  them  are  hot  on 
horses  these  days.  Even  Merrill  Lynch, 
Pierce,  Fenner  &  Smith  is  sniffing  the 
wind.  "Thoroughbred  racing  is  an  at- 
tractive method  of  investment,"  says 
Holden  Wilson  Jr.  of  Merrill  Lynch. 
"There  is  no  question  that  Wall  Stfeet 
will  begin  offering  its  clients  shares  in 
racing  stables  over  the  next  five  years." 
Though  Merrill  Lynch  has  yet  to  get 
out  of  the  starting  gate,  smaller  pro- 
moters on  both  coasts  have  been  ped- 
dling limited  partnerships  ranging 
from  $500,000  to  $5  million,  often 
in  new  breeding  operations  with 
names  Hke  Sport  of  Kings,  Califomia 
Stallion  Investors  and  Nationwide 
Thoroughbreds,  Inc. 

One  of  the  first,  Esperanza  Man- 
agement Corp.,  made  an  intrastate 
Califomia  offering  (which  was  thus 
beyond  Securities  &  Exchange  Com- 
mission regulation)  three  years  ago 
and  raised  $275,000  in  less  than  two 
months.  Since  then,  the  general  part- 
ners—three attorneys,  a  factory  owner 
and  &  real  estate  executive— have 
formed  two  more  syndications  and  are 
liquidating  the  first  one,  making  a 
$200  profit  for  every  $5,000  invest- 
ed. Not  much,  you  might  object.  But 
how  many  tax  shelters  yield  any  re- 
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turn   at   all   after   only   three   years? 

Will  Esperanza  and  similar  pack- 
aged deals  prove  to  be  good  invest- 
ments? Like  all  tax  shelters,  some  will, 
some  won't.  Still,  investors  earning 
$50,000  and  up  are  sure  to  find  a  lot 
more  horse  deals  in  their  morning 
mail,  mixed  in  with  the  usual  oil, 
cattle  and  real  estate  prospectuses. 

The  basic  tax  advantages  are  the 
same,  whether  you  buy  into  a  pack- 
aged deal  or  start  on  your  own:  re- 
duced taxes  on  ordinary  income.  A 
new  buyer  must  wait  at  least  two  years 
before  fully  depreciating  the  cost  of 
his  horse  and  selling  it  for  a  capital 
gain.  To  further  assure  that  new  own- 
ers are  investing  in  a  business  and  not 
just  buying  hobby  horses,  the  Inter- 
nal Revenue  Service  also  demands  that 
each  stable  show  a  profit  two  out  of 
every  seven  years.  However,  all  ex- 
penses, like  transportation  for  the 
horse  and  its  owners,  are  deductible 
from  ordinary  income.  And  besides  all 
this,  owners  can  park  in  the  special 
"owners  and  trainers"  lot,  stroll  around 
the  turf  club  and  maybe  even  win  a 
purse,  though  80%  of  all  thorough- 
breds did  not  win  enough  last  year  to 
cover  their  feed  bills. 

Thoroughbred  tax  expert  Rex  Pot- 
ter rates  horses  as  a  solid  second-rank 
investment.  So  the  tax  angles  aren't  so 
bad,  but  all  that  talk  about  lots  of 
profits  is  a  lot  of  hooey.  Commercial 
breeder  Eslie  Asburv  offers  this  hot 


tip:  "Don't  spend  your  meal  ticket  on 
horses.  They  aren't  6%  bonds," 

So,  why  do  people  continue  to  bite? 
Why  does  Merrill  Lynch  want  to  mer- 
chandise horse  racing?  Partly  because 
there  are  many  people  who,  having 
achieved  at  least  modest  wealth,  are 
looking  for  prestige;  what  can  be  more 
prestigious  than  owning  a  piece  of  a 
winning  horse?  Then  there  is  the  thrill 
of  watching  them  run.  The  sights 
and  smells  of  the  stable.  Dreams  of 
roses  in  the  winner's  circle,  of  min- 
gling with  royalty,  both  the  lineal  and 
the  economic  type.  And  besides,  some 
people  just  love  horses. 

Enough  people  have  hit  it  rich  in 
the  game  so  that  the  participants  can 
persuade  themselves  that  their  horse- 
flesh is  an  investment  as  well  as  a 
hobby.  For  example,  the  late  Charles 
Engelhard,  the  multimillionaire  met- 
als magnate.  Beginning  in  1960,  he 
bought  the  best  horse  talent  he  could 
find— the  best  horses,  trainers,  vets 
and  jockeys.  Engelhard  once  spent 
$2  million  on  34  horses.  Two  years 
later  their  estimated  value  had  qua- 
drupled. Not  a  bad  return,  though  not 
an  uncommon  one  for  Engelhard. 

The  horse  that  made  Engelhard  a 
big  winner  was  Nijinsky,  which  he 
bought  as  a  yearling  for  $84,000  in 
1968.  The  colt  promptly  won  its  first 
11  races  and  $483,919.  In  1970,  with 
the  horse's  worth  firmly  established, 
Engelhard    sold    20    shares    (63%    of 


Engelhard    With    The    Champ:    "Nijinsky    was    my    greatest    achievement " 


Bull  Market.  Bear  Market.  Horse  Market.  Horse  auctions  set  the  market 
value  for  horses  just  as  the  stock  exchange  sets  the  value   for  stock. 


Nijinsky)  for  $3.4  million,  or  $170,000 
a  share.  The  buyers  came  from  rac- 
ing's old  families— the  Mellons,  Phipps- 
es  and  Whitneys.  Before  being  put 
out  to  stud,  at  $50,000  per  brief  en- 
counter, Nijinsky  ran  two  more  races 
and  lost  both.  "Only  one  of  the  share- 
holders demanded  his  money  back," 
Engelhard  told  friends.  "That  was 
Baron  Guy  de  Rothschild.  Of  course, 
I  said  no." 

Engelhard's  success  makes  racing 
sound  simple.  All  you  need  is  un- 
hmited  capital.  Right?  Wrong.  Take 
N.  Bunker  Hunt,  H.L.'s  son.  He  is 
reportedly  spending  at  least  $3  mil- 
lion a  year  on  horses.  Yet  he's  still 
waiting  for  his  Nijinsky. 

The  second  way  to  make  money  is 
through  breeding,  like  Bill  Woodside, 
a  Chicago  investment  broker  who 
started  a  breeding  operation  ten  years 
ago  that  is  now  worth  $1.5  million. 

The  third  way  to  win  is  through 
real  estate  appreciation.  A  horse  farm 
is  a  great  way  to  hold  land  while 
you're  waiting  for  a  shopping  center 
developer  to  knock  on  your  door. 
Marvin  L.  Warner,  head  of  a  real 
estate  holding  company  in  Cincinnati, 


has  invested  more  than  $1  million  in 
breeding  farms  since  1970.  Today  his 
farm  land  is  estimated  to  be  worth 
$2.5  million. 

But  this  gold  mine  for  a  few  can 
be  a  trap  for  many  more.  Experts 
suggest  that  a  newcomer  be  prepared 
to  spend  at  least  $30,000  during  the 
first  year  or  two.  For  instance,  take 
Dr.  Kallman,  the  dentist.  His  first 
yearling,  called  New  Vintage,  cost 
$5,000  at  auction.  Nine  montlis  of 
boarding,  first  at  a  public  horse  farm 
and  then  at  Santa  Anita  race  track, 
cost  more  than  $2,500.  That's  all  be- 
fore New  Vintage  was  ready  to  race. 
Once  it  starts  racing,  it  will  cost  about 
$10,000  a  year  to  keep  New  Vintage 
in  top  shape.  About  60%  of  that  will 
be  tax  deductible.  Kallman's  24-year- 
old  wife  raised  the  tab  recently  by 
buying  a  stable  mate  for  $5,000. 

The  safest  bet  is  to  buy  female 
horses.  You  can  always  get  some  mon- 
ey back  by  breeding  and  selling  the 
foals.  "Brood  mares  have  a  75^  sal- 
vage value,"  says  a  Chicago  breeder, 
"even  if  they  can't  outrun  me." 

Novices,  of  course,  can  spread  the 
risk  and  limit  their  liability  by  team- 


ing with  others.  Atlanta,  which 
doesn't  even  have  a  race  track,  is  the 
home  of  Campbell  Racing  Syndicates, 
a  group  that  buys  horses  at  moderate 
prices  rarely  exceeding  $10,000,  marks 
them  up  40f  and  then  sells  limited 
partnerships  in  the  racing  stable.  So 
far,  it  has  attracted  the  editor  of  the 
Atlanta  Journal,  a  state  representa- 
tive and  a  \ice  president  of  Rich's 
Department  Store.  Says  syndicate  own- 
er Cot  Campbell:  "You  can  get  the 
same  thrill  winning  a  $2,000  claiming 
race  as  you  can  winning  the  Triple 
Crown."  The  big  thrill  for  Campbell, 
it  seems,  is  in  the  40%  markup. 

The  secret  of  big  success,  of  course, 
is  owning  a  champion  stallion.  A  Ni- 
jinsky or  a  Buckpasser.  The  only  trou- 
ble is,  alas,  the  best  horses  are  usual- 
ly beyond  any  but  a  multimillionaire's 
reach.  The  old  families  still  control 
most  of  the  champions,  and  there's 
little  room  for  new  money.  The  late 
"Bull"  Hancock  of  Kentucky  report- 
edly syndicated  32  shares  of  Buck- 
passer  for  $150,000  each  after  a  few 
phone  calls  to  friends.  If  you're  not 
in  the  right  phone  book,  you  won't 
get  a  call. 

The  Expensive  Way 

Another  route  to  the  proved  win- 
ners is  a  dispersal  sale  at  one  of  the 
old  stables,  usually  following  a  death 
in  the  family.  But  dispersals  aie  get- 
ting prohibitive,  even  for  rich  men. 
This  year  the  famed  Widener  Stables' 
90  horses  went  under  the  hammer  for 
over  $9  million.  "I  remember  a  Texas 
oilman  who  came  to  one  dispersal 
sale  with  $400,000  determined  to  buy 
two  mares,"  says  Engelhard's  former 
manager  David  McCall.  "That  wasn't 
enough.  He  got  outbid  on  both." 

That  lea\es  the  big  annual  year- 
ling sales  of  Keeneland,  near  Lexing- 
ton, Ky.,  and  Saratoga,  in  upstate 
New  York.  There  are  bargains  there, 
but  few  low-cost  ones.  At  Keeneland 
this  summer  324  cream-of-the-crop 
yearlings  went  for  $12  million,  or  an 
average  of  $37,000  each.  "Yearling 
sales  are  elegant  crap  games,"  con- 
cedes John  Finney,  head  of  Fasig-Tip- 
pon,  the  country's  largest  horse  deal- 
er. "Nobody  knows  how  these  yoimg 
horses  will  do.  It's  like  a  professional 
football  team  drafting  14-year-olds." 

Horsemen  like  to  tell  the  sad  tale 
of  W.P.  Russo,  owner  of  the  giant 
Open-Air  Market  grocery  chain,  who 
during  the  1968  Keeneland  sales,  heal 
out  Engelhard  for  a  promising  fillv. 
The  price?  A  record  $405,()()().  Unfor- 
tunately a  groom  stuck  her  in  the  left 
leg  with  a  pitchfork  and  so  far  she 
has  not  won  a  major  race. 

Not  for  jiothing  is  racing  called  the 
.sport  of  kings.  But  who  does  not 
dream  of  lx?ing  a  king?  ■ 
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Nathan  Klitenic's  Game  Plan 

He  may  only  be  a  relatively  obscure  bureaucrat,  but 
he  still  has  the  whole  railroad  industry  nervous. 


There  has  been  little  major  news  out 
of  the  railroads  recently.  In  the  South 
and  the  West,  the  industiy  continues 
to  prosper,  in  the  Middle  West  to  sur- 
vive and  in  the  Northeast  to  wallow 
in  red  ink.  Beneath  the  surface,  how- 
ever, things  are  stirring.  Portentous 
things.  Jervis  Langdon,  a  trustee 
of  the  Penn  Central  and  a  highly  re- 
spected railroadman,  has  called  for 
merging  all  of  the  nation's  railroads 
into  a  single  company.  Union  leaders, 
politicians  {see  Readers  Say,  p.  20) 
and  others  speak  warmly  of  nationali- 
zation, and  the  top  men  of  at  least  one 
major  railroad  have  already  drawn  up 
contingency  plans  against  the  possi- 
bility of  expropriation. 

It  is  in  this  context  that  the  work  of 
Nathan  Klitenic,  an  otherwise  little- 
known  civil  servant,  takes  on  big 
meaning.  Klitenic  is  a  hearing  examin- 
er for  the  Interstate  Commerce  Com- 
mission. For  nearly  six  years  now,  the 
$35,000-a-year  senior  civil  servant  has 
spent  his  time  on  a  single  case:  the 
proposed  merger  of  the  Chicago,  Rock 
Island  &  Pacific  into  the  Union  Pacific. 
The  case  has  seemed  endless.  Klitenic's 
final  recommendations  are  due  soon, 
but  the  full  ICC  will  then  have  to 
act,  and  there  certainly  will  be  further 
court  delays.  On  the  surface,  the  hear- 
ings and  delays  bear  the  earmarks  of 
a  classic  case  of  bureaucratic  boon- 
doggling. There  may,  however,  be 
method  in  Klitenic's  maddeningly  slow 
years  of  deliberation. 

There  is  no  doubt  that  Klitenic  has* 
more  in  mind  than  settling  a  single 
merger  case.  And  what  does  he  have 
in  mind?  A  drastic  restructuring  of  the 
"lajor  railroad  freight  routes  in  the 
western  half  of  the  U.S.  There  is 
good  reason  to  believe  that  at  least 
some  federal  higher  ups  approve  of 
what  he  is  doing;  or  else  why  would 
they  have  delayed  the  case  while 
Klitenic  recovered  from  a  heart  attack 
last  yeai"  rather  than  appointing  an- 
other examiner? 

The  parts  of  Klitenic's  report  that 
have  already  been  published  recom- 
mend approval  of  the  UP-Rock  Island 
merger,  but  the  reports  go  way,  way 
beyond  that.  In  effect,  Klitenic  pro- 
poses the  breaking  up  of  the  weaker 
railroads  west  of  the  Mississippi  and 
merging  them  into  stronger  railroads. 
In  this  reshuffling.  Union  Pacific, 
Southern  Pacific,  Santa  Fe,  Burling- 
ton-Northern, The  Milwaukee  Road 
and  the  St.  Louis-San  Francisco 
would  survive.  Such  roads  as  the 
Rock  Island,  Western   Pacific,   Katy, 


Rio  Grande,  Illinois  Central  and  Mis- 
souri Pacific  would  either  disappear 
or  lose  big  chunks  of  their  major 
routes.  Fifteen  railroads,  in  effect, 
would  be  shrunk  to  six. 

Can  a  solitary  bureaucrat  impose 
his  will  on  proudly  independent  rail- 
roads? Nobody  knows,  but  many  rail- 
roadmen are  neiA'Ous. 

Klitenic,  a  conscientious  man,  re- 
sists any  notion  of  Napoleonic  delu- 
sion. "I  am  not,"  he  says,  "trying  to 
nationalize  the  railroads  or  reduce  the 
railroads  or  reduce  competition  or 
anything  like  that.  But  no  one  should 
be  surprised  if  our  recommendations 
don't  fit  with  tradition.  What  was 
true  about  railroads  50  years  ago  is 
no  longer  true  today." 

Klitenic  continues:  "My  goal  is  to 
preserve  competition  and  services.  All 
you  have  to  do  is  look  at  Canada  to 
see  the  dangers  of  nationalization.  Our 
railroads  are  such  a  tremendous  na- 
tional resource!" 

There  is  subtle  coercion  involved 
in  Klitenic's  plan. 

It  works  like  this:  Supposing  the 
Union  Pacific  accepts  the  conditions 
he  imposes  on  their  takeover  of  the 
Rock  Island.  Presumably,  that  merger 
could  then  take  effect.  Many  other 
railroads,  of  course,  are  fighting  the 
merger  on  the  grounds  that  it  would 
hurt  them  competitively.  To  these 
roads  Klitenic  is  saying:  The  merger 
ivont  hurt  you  if  you  yourself  merge 
along  the  lines  I  have  indicated;  there- 
fore, you  have  no  right  to  claim  harm 
from  a  UP-Rock  Island  merger.  I 
have  given  you  relief.  Thus,  if  the  Rio 
Grande  claims  it  is  hurt,  Klitenic 
seems  to  be  saying,  let  it  merge  with 
the  Santa  Fe.  If  this  view  of  Klitenic's 
report  is  correct,  a  UP-RI  merger 
would  produce  a  domino  effect  on  the 
other  roads,  but  the  dominoes  would 
fall  in  line  with  a  rational  plan. 

Klitenic,  apparently,  has  drawn  a 
lesson  from  the  ill-fated  Penn  Central 
merger.  True,  that  merger  contained 
conditions— ihdX  the  Penn  Central  take 
on  the  New  Haven  and  reimburse  the 
Erie  Lackawanna.  But  it  was  a  piece- 
meal merger  that  did  not  involve  a  to- 
tal restructuring  of  the  situation  in  the 
Northeast.  And  it  put  together  three 
weak  roads;  Klitenic  would  put  the 
weak  with  the  strong. 

Presumably,  if  the  plan  works,  it 
could  be  followed  by  similar  restruc- 
turing in  other  parts  of  the  U.S.  It 
could,  then,  offer  a  workable  alterna- 
tive to  nationalization  as  a  solution  to 
the  problems  of  the  weak  and  failing 


No  Apologies.  Nathan  Klitenic 
does  not  flinch  at  the  term 
"bureaucrat";  he  is  proud  of  it. 
"/  am/'  he  says,  "a  career  civil 
servant,  not  in  the  sense  that 
I'm  servile,  but  I  try  to  look 
realistically  and  sympatheti- 
cally at  the  public  need."  A 
night-school  lawyer,  he  has 
served    the    ICC   since    1947. 


railroads  everywhere,  railroads  which 
—however  weak— are  vital  links  in  the 
national  transportation  system. 

Of  course,  the  full  Interstate  Com- 
merce Commission  will  have  to  ap- 
prove Klitenic's  plan.  There  would  then 
be  appeals  to  federal  court.  On  these 
points,  Klitenic  is  surprisingly  san- 
guine: "The  chances  are  very  slim 
that  my  plan  will  be  reversed  higher 
up.  Administrative  law  is  building  a 
bridge  of  logic  from  preliminary,  sub- 
ordinate findings  of  fact  over  to  a  set 
of  conclusions  that  fit  those  findings.' 
Once  those  facts  are  set,  I  doubt  if  a 
court  would  allow  the  Commission  to 
reach  a  set  of  conclusions  that  travel 
in  an  opposite  direction  from  the  sub- 
ordinate findings  of  fact."  Precedent  is 
on  Klitenic's  side.  The  full  ICC  rarely 
overrules  the  findings  of  an  examiner. 
And  the  courts— all  the  way  to  the 
U.S.  Supreme  Court— have  upheld  the 
ICC  on  90%  of  its  decisions. 

A  patient,  low-key  man,  a  veteran 
of  30  years  government  service,  Kliten- 
ic says:  "I  am  trying  to  preserve  the 
railroad  system  under  private  owner- 
ship by  building  a  bridge  of  logical 
recommendations.  I  am  not— as  I  know 
some  people  are  saying— trying  to  build 
a  monument  to  myself." 

Of  his  long  travail,  he  says:  "I'll 
be  glad  when  it's  over."  ■ 
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Love  Comes  to  Marcor 

At  last  everything  seems  to  be  coming  up  roses 
for  the  Container  Corp.-Montgomery  Ward  merger. 


Once  the  honeymoon  is  over— and 
sometimes  even  before— many  mar- 
riages go  through  a  difficult  period. 
That's  the  situation  with  the  1968 
merger  between  Container  Corp.  and 
Montgomery  Ward  into  the  Chicago- 
based  Marcor,  Inc. 

The  honeymoon  was  lovely.  The 
year  of  the  merger,  Montgomery  Ward 
stock  sold  as  low  as  12  on  the  present 
stock;  by  the  year's  end  it  was  near 
30.  But  then  things  started  going 
wrong.  As  is  true  in  many  real  mar- 
riages, the  trouble  was  money.  After 
peaking  at  $67  million  in  1969,  com- 
bined earnings  started  to  slip,  and 
Marcor  ended  1971  with  a  net  of  just 
$58  miUion.  Container  Corp.  was  the 
problem.  Container's  earnings  fell 
from  about  $30  million  to  $24  mil- 


Confa/ner  always  maintains  a 
net  buying  position  on  raw 
materials,  so  it  makes  a 
little  less  in  the  booms  and 
suffers  less  in  the  busts. 
By  avoiding  excess  capacity, 
its  return  on  equity  stays 
above    the    industry    average. 


lion;  the  stock  fell  from  30  to  22.  It 
was  Monkey  Ward  that  kept  the  sit- 
uation from  being  worse.  Its  earnings 
held  relatively  steady  diu-ing  the  same 
three  years  at  about  $40  million  de- 
spite the  recession. 

But  all's  well  that  ends  well.  Con- 
tainer's Leo  H.  Schoenhofen,  now  Mar- 
cor's  chief  executive,  seems  to  have 
the  problems  well  in  hand. 

What  happened  was  that  late  in 
1969  paperboard  prices  in  the  U.S. 
began  to  collapse  as  a  result  of  over- 
capacity, and  Container  encountered 
unexpectedly  high  start-up  costs  from 
a  new  plant  in  Florida. 

Schoenhofen  says  Container's  prob- 
lems are  over.  Paper  demand  has 
picked  up  and  prices  have  improved. 
The  big  Florida  mill  is  now  operating 
at  capacity,  and  troublesome  markets 
in  Spain  and  Italy  have  gotten  strong- 
er. "We  expect  Container's  sales  to  go 
up  12%  to  13%  over  last  year,"  he 
says,  "and  earnings  to  return  to  pre- 
slump  levels  of  around  $30  million." 

That  should  help  smooth  things 
over.  If  Ward  earns  $45  million  this 
year,  as  expected,  that  would  give 
Marcor  overall  profits  of  $75  million 
for  1972,  about  $1.65  a  share,  fully 
diluted,  an  increase  of  16%.  Sales  this 
year  are  expected  to  be  near  $3.2  bil- 
lion, up  from  $2.9  billion  last  year. 

What  is  interesting  on  the  Ward 
side  is  that  most  of  its  strength  to  date 
is  from  moves  made  before  it  joined 
with  Container.  It  has  opened  78 
new  stores  since  the  merger,  but  it 
takes  about  three  years  for  a  new 
operation  to  break  into  the  black.  The 
expansion  done  since  the  merger  is 
still  a  drain  on  earnings.  Its  benefits 
are  just  beginning. 

Montgomery  Ward  has  been  sub- 
stantially rebuilt  since  the  early  Sixties. 
Some  48%  of  its  stores  are  new  since 
1962,  and  269  of  its  old  stores  have 
been  closed  down.  In  general,  the  move 
has  been  away  from  downtown  areas 
to  the  suburban  shopping  centers. 

"For  a  long  time  we  weren't  social- 
ly acceptable,"  says  Edward  S.  Don- 
nell.  Ward's  president.  "We  had  never 
been  in  a  shopping  center  at  all  be- 
fore 1959  and  we  found  it  hard  to 
break  in.  Now  the  major  developers 
are  coming  to  us;  we  seem  to  be  part 
of  the  family  now."  Donnell  isn't  fin- 
ished closing  down  older  stores,  but 
from  here  on,  the  greater  bulk  of  his 
efforts  will  be  to  make  the  new  stores 
profitable  sooner.  "For  us  now,  that 
is  the  key  to  increased  profitability." 

In  that  department.  Ward  still  has 
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a  good  way  to  go.  Sears  earns  about 
10%  pretax  on  sales,  Penney  about  6%. 
Ward  earns  only  around  4%,  "Consid- 
er for  a  moment  the  relatively  few 
shares  [27  million]  we  have  outstand- 
ing," says  Donnell.  "If  we  could  move 
our  return  from  4%  to  6%,  we  would 
have  tremendous  leverage  on  our 
earnings  per  share."  After  taxes,  a 
jump  like  that  could  add  about  $40 
million  to  earnings,  or  $1  a  share, 
fully  diluted. 

In  short,  the  marriage  of  Contain- 
er Corp.  and  Montgomery  Ward  is 
really  getting  bedded  down  now. 
Ward  still  has  plenty  of  room  for  im- 
provement, but  it  has  the  manage- 
ment now,  and  the  confidence,  to  pull 
it  off.  Container,  though  it's  in  a  cycli- 
cal business,  nonetheless  has  one  of 
the  strongest  management  teams  in 
its  field,  led  by  Henry  Van  der  Eb, 
Schoenhofen's  protege.  Whatever  the 
irritations  of  the  past,  there  is  nothing 
like  a  little  more  fullness  to  the  family 
bank  account  to  set  things  right.  ■ 


Progress  Report- 


After  the  news  broke  and  Levitz 
stock  lost  131  points— nearly  a 
quarter  billion  in  market  value- 
overnight.  Chairman  Ralph  Lev- 
itz told  Dow  Jones  he  was  de- 
veloping a  "turnaround"  pro- 
gram. He  said  he  was  going  to 
cut  advertising  spending  by  25%. 
"I  don't  understand  the  stock 
market,"  he  said  "...  I  only  pre- 
dicted a  slowup.  It's  not  like 
we'll  have  losses  or  anything."  ■ 


c 
e 

f 
t 


ties.    lemeri  nnu  iKt\nn)MV 


lEVlTZ  FURNITURE 
SEES  A  PROFIT  LAG 

Profits  of  the  Levitz  Furni- 
ture Corporation  thus  far  in  the 
third  fisca!  quarter  ending  Oct. 
31  have  been  disappointing  and 
will  increase  at  a  "considerbly 
slower  pace"  than  they  have 
in  the  year's  prior  quarters, 
Ralph  Levitz,  chairman  and 
chief  executive  officer,  said 
yesterday  in  Miami. 

"Profit  margins  were  ad- 
versely affected  by  a  program 
which  sharply  increased  adver- 
tising expenditures  and  reduced 
average  markups."  he  said. 
"This  program  is  being  discon- 
tinued and  average  markups 
have  already  begun  to  improve." 

In  the  six  months  ended  July 
31,  Levitz  reported  a  net  prof 
it   of   $5,052,000.   or   30 
a  share.  compared,wi* 
000.  or  18  C£? 
corres 


FORBES.   OCTOBER    15,    1972 


Why  Does  It  Cost  So  Much  To  Se//  a  House? 

Residential  real  estate  is  a  $100-billion-a-year  busi- 
ness, riddled  with  inefficiency  and  distressingly  prone 
to  abuses.  Congress  is  beginning  to  ask  questions. 


In  his  new  book,  A  Nation  of  Strang- 
ers, Vance  Packard  reports  the  aver- 
age American  moves  14  times  in  his 
Ufetime.  Fourteen  times!  Even  the 
more  stable  homeowner  sells  his  home 
every  seven  years  or  so.  Packard 
blames  this  restless  rootlessness  for 
much  of  the  psychological  unease  that 
mars  our  prosperity. 

The  cost,  however,  is  more 
than    psychological.    Just    for 
moving    expenses,    Americans 
will  spend  an  estimated  $1.8 
billion  this  year.  And  that  isn't 
the    biggest    item.    Well    over 
5.5  million  Americans  will  sell  their 
single-family    homes    this    year,    and 
these    plus     1.3     million    brand-new 
houses  will  find  buyers.  About  three- 
fourths  of  the  transfers  will  be  han- 
dled by  real  estate  brokers.  For  their 
services,  these  brokers  charge  close  to 
$6    billion.    Costs    for    lawyers,    title 
searchers,    appraisers    and   a   host    of 
others   will   add   between    $1    billion 
and   $1.5   billion   more   to   the   price 
of  transferring  single-family  homes. 

No   doubt   about   it,   residential 
real  estate  has  been  a  growth  field. 
In  the  late  Fifties  the  typical  bro- 
kerage fee  was  5%  of  sales  price; 
today  it  is  6%  in  most  parts  of  the 
country   and  7%  in   many   others.    In' 
those  same  years,  the  average  price  of 
an  older  house  has  risen  from  $18,000 
to  $28,000.  Thus  the  average  commis- 
sion   has    probably    increased    from 
$900  to  around  $1,700. 

And,  of  course,  the  number  of  ex- 
isting single-family  homes  has  been 
steadily  increasing,  from  a  total 
of  approximately  35  million  in 
1960  to  45  million  at  the  end  of 
1970.  Hard  figures  are  difficult 
to  come  by,  but  Forbes  esti- 
mates that  brokerage  commis- 
sions on  residential  property 
have  doubled  in  the  decade.  If 
that  isn't  a  growth  industry,  we 
don't  know  what  is. 

Are  real  estate  brokers  really 
necessary?  For  most  people,  un- 
questionably  yes. 

In  theory,  the  seller  can  fend 
for  himself  and  so  can  the  buy- 
er. But  anyone  who  has  ever 
tried  to  sell  a  home  on  his  own 
knows  the  frustrations  and  fu- 
tilities that  can  result.  The  end- 


IColdwel(rBanl«r 


REALTORS 


fewsjidel 


nsuranceOrpt 


Beverly  Ms  Escrow 


less  parade  of  curiosity-seekers.  The 
lookers  who  don't  know  what  they 
want.  Or  who  don't  really  have  the 
price.  A  professional  broker  has  the 
feel  and  the  technical  facilities  to 
make  the  purchase  or  sale  of  a  house 
an  efficient  operation. 

But  are  brokers  and  the  other  mid- 
dlemen worth  what  they  charge? 
That  is  quite  another  question.  Let's 
walk  through  an  actual  deal,  slightly 
disguised,  which  took  place  recently 
in  the  eastern  part  of  the  U.S.  out- 
side of  the  major  metropolitan  areas. 

A  broker  brought  buyer  and 
seller  together  for  $33,500.  The 
seller  paid  the  broker  a  com- 
mission of  $2,000  or  6%.  Then 
the  seller  paid  a  $200  repay- 
ment fee  to  the  bank  when  he  dis- 
charged his  mortgage.  He  paid  $300 
to  the  lawyer  who  handled  his  side 
of     the     deal.     Other     miscellaneous 
charges  probably  resulted  in  an  addi- 
tional $150  or  so.  Total  cost  to  seller: 
$2,650.  This  took  a  big  bite  out  of  the 
proceeds.    The   seller   ended   with    a 
much  smaller  profit  than  he  thought 
he  was  going  to  make.  He  had  less 
than  he  had  hoped  for   as   down 
payment  for  his  new  house. 

But  this  wasn't  the  end.  The  buy- 
er was  reaching  constantly  for  his 
checkbook,  too:  title  searches  and  in- 
surance, mortgage  fees,  lawyers.  Total 
cost  to  the  buyer:  about  $700. 

In  all,  the  conveyance  of  this  house, 
a  relatively  simple  business  transac- 
tion, cost  $3,350,  10%  of  the  amount 
of  money  involved. 

Did  buyer  and  seller  benefit 
from  the  services?  Of  course.  Did 
they  benefit  $3,350  worth?  Did 
the  public  get  its  $6  billion 
worth?  Probably  not.  A  house 
often  represents  a  family's  life 
savings;  there  is  no  reason  why 
it  must  pay  10%  or  more  to  real- 
ize those  savings. 

There  is  one  bill  before  Con- 
gress that  would  address  it- 
self to  some  of  the  relation- 
ships and  methods  of  operation 
that  have  brought  about  a  high 
cost  structure.  It  is  given  little 
chance  of  passage  this  year. 
Nonetheless,  housing  industry 
lobbies,  including  the  Nation- 
al   Association    of    Real    Estate 
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Boards,  the  Mortgage  Bankers  Asso- 
ciation and  representatives  of  title 
companies,  have  been  marching  down 
to  Washington  to  make  sure  any  pro- 
posed legislation  doesn't  overly  harm 
their  interests. 

Martin  Lobell  is  a  lawyer  and  real- 
ty expert  in  Senator  William  Prox- 
mire's  office.  He  recently  told  Forbes: 
"There  is  tremendous  waste  and  in- 
efficiency in  the  system,  and  it  is  the 
consumer  who  foots  the  bill." 

A  recent  study  by  the  Department 
of  Housing  &  Urban  Development 
blistered  the  industry.  It  charged  that 
"competitive  forces  in  the  conveyance 
[brokerage  and  affiliated  services]  in- 
dustry have  manifested  themselves  in 
an  elaborate  system  of  referral  fees, 
kickbacks,    rebates    and   commissions 


sold.  In  most  instances,  the  fee  in  the 
sale  of  residential  homes  is  fixed, 
whereas  in  the  commercial  market  the 
fee  is  almost  always  subject  to  nego- 
tiation. Most  brokers  will  tell  the  sell- 
er they  won't  negotiate  the  fee  unless 
the  house  is  very  high  priced,  $90,000 
or  $100,000,  say.  Although  they  will 
never  admit  it,  when  business  is  slow 
a  hungry  broker  will  reduce  his  com- 
mission on  a  lower-priced  home  just 
to  take  the  business  away  from  others. 
But  that  doesn't  occur  often. 

This  traditional  system  is  showing 
signs  of  wear  and  tear,  particularly 
with  the  assault  by  the  Justice  De- 
partment on  the  multiple  listing  sys- 
tem. A  few  people  in  the  industry 
have  begun  to  think  about  different 
ways  of  pricing  their  product. 


UPWARD  &  ONWARD 

Still  need  more  upward  &  onward 
oriented  Real  Estate  Brokers  and/or 
salesmen.  Experience  not  necessary,  but 
enthusiasm,  energy  and  empathy  are.  if 
you've  got  these  ''E's"  call 


Character  Secondary.  Who  make  the  best  real  estate  salesmen?  Accord- 
ing to  one  New  Jersey  real  estate  broker:  shoe  store  managers.  "My 
brother  and  I,"  he  says,  "used  to  buy  a  pair  of  shoes  and  try  to  recruit 
the  store  manager."  Second  best:  space  salesmen  for  the  Yellow  Pages. 


as  inducements  to  those  individuals 
who  direct  the  placement  of  business." 

Other  critics  have  accused  the  bro- 
kerage industry  of  manipulating  real- 
ty prices  and  of  helping  to  maintain 
patterns  of  ethnic,  economic  and 
social  segregation. 

At  the  same  time,  the  Justice  De- 
partment has  launched  suits  against 
fee-fixing  and  against  the  tight  con- 
trols exercised  in  many  different  lo- 
calities by  the  so-called  multiple  list- 
ing services  ( M  LS ) . 

Much  of  the  industry  is  touchy  and 
worried.  Forbes  telephoned  Richard 
Pierce,  executive  vice  president  of  the 
Los  Angeles  Realty  Board.  We  asked 
him  about  several  lawsuits  that  were 
alleging  collusion,  price-fixing  and  oth- 
er illegal  business  practices.  Pierce 
bristled.  "If  you're  writing  an  article 
about  brokers,"  he  said,  "leave  out 
the  lawsuits.  Things  are  bad  enough. 
Why  make  them  worse?"  He  added: 
"To  think  that  these  things  would  be 
happening  under  a  Republican  ad- 
ministration!" 

For  decades,  real  estate  brokers 
have  charged  the  seller  a  percentage 
fee  on  the  value  of  the  property  if 


Jackson  O.  Wells,  a  vice  president 
with  Coldwell,  Banker  &  Co.,  in  Bev- 
erly Hills,  Calif.,  explains:  "Some  real 
estate  people  are  examining  fee  for 
service  as  an  alternative  to  commis- 
sions on  sales.  By  charging  fees,  you 
take  home  sales  out  of  the  area  of 
asking  the  broker  to  speculate  with 
his  time.  If  real  estate  salesmen  are 
ever  going  to  be  considered  profes- 
sionals, we're  going  to  have  to  resort 
to  a  fee-for-service  basis." 

Wells  makes  a  good  point:  Law- 
yers don't  charge  the  same  for  a  sim- 
ple case  as  they  do  for  a  complicated 
one;  doctors  don't  charge  the  same  for 
treating  a  cold  as  for  operating  for 
cancer.  Why  should  a  broker  charge 
the  same  fee  for  a  house  that  sells  the 
first  week  it  is  on  the  market  as  he 
does  for  a  white  elephant? 

Another  Coldwell,  Banker  execu- 
tive and  residential  regional  manager, 
William  H.  Famsworth,  says:  "It's  my 
opinion  that  the  buyer  should  be  the 
one  to  retain  a  broker  to  represent 
him,  and  the  buyer  would  pay  a  fixed 
fee.  When  you  go  to  a  lawyer  you 
pay  a  fee.  Why  not  pay  your  realtor 
to  perform  a  service  you  need?" 


Two  years  ago,  Andrew  Bur,  a 
longtime  Washington,  D.C.-area  real- 
tor, switched  toward  a  sliding  set  of 
fees  which  he  publicly  advertises.  Says 
Barr:  "My  commission  rate  is  flexible. 
It  is  set  according  to  how  much  time 
and  money  we  estimate  the  house  will 
cost  to  sell.  If  the  house  is  difficult  to 
sell  we  might  ask  6%,  if  it  moves 
quickly  it  could  be  2%.  The  2%  works 
only  as  long  as  we  retain  the  option 
of  making  it  6%  if  we  find  the  buyer." 

Whom  /s  He  Working  For? 

Commissions  are  only  one  problem. 
Another  is  conflict  of  interest.  In  se- 
curities transactions,  in  corporate 
management  and  elsewhere  in  the 
economy,  conflict  of  interest  is  clearly 
spelled  out.  In  realty  brokerage  there  is 
a  vast  gray  area.  For  example,  often 
a  broker  also  wears  the  following 
hats:  He  may  do  appraisals,  he  may 
be  a  director  of  both  a  title  insurance 
compauN'  and  a  financial  institution. 
Furthermore  he  often  receives  fees 
for  rendering  these  services.  He  also 
may  sell  insurance  and  be  connected 
with  a  mortgage  banking  firm.  Fi- 
nally, at  times  he  is  acting  as  a  prin- 
cipal when  he  buys  and  sells  property. 

The  questions  is:  Whom  does  the 
broker  represent?  Many  buyers  think 
he  represents  them.  So  do  the  sellers. 
It  is  the  seller  who  pays  the  com- 
mission. But  it  is,  ultimately,  the  buy- 
er who  absorbs  it.  After  insisting  on 
anonymity,  one  realty  counselor  said: 
"In  theory,  the  typical  broker  mediates 
between  buyer  and  seller,  but  in  prac- 
tice he  often  plays  both  ends  against 
the  middle.  His  main  concern  isn't 
who  makes  out  well,  but,  will  tliere 
be  a  deal  so  he  can  get  his  commis- 
sion before  another  broker  does?"  For 
example,  he  may  whisper  to  a  poten- 
tial buyer  that  the  seller— whom  he 
supposedly  represents— can  be  per- 
suaded to  come  down  a  couple  thou- 
sand dollars. 

One  complication  is  that  some  bro- 
kers and  salesmen  don't  care  about 
tomorrow.  The  turnover  rate  among 
salesmen  runs  to  25%  and  more  each 
year.  This  is  more  the  case  among 
people  who  aren't  realtors.  The  lat- 
ter tend  to  have  more  training  and 
experience,  but  are  fewer  in  number. 
The  temptation,  especially  for  a  part- 
time  or  inexperienced  salesman,  is 
great:  After  all,  his  share  of  the  com- 
mission on  a  $40,000  house  can  run 
to  $1,200;  some  salesmen  would  be 
less  than  human  if  they  failed  to  pock- 
et a  check  like  that  and  let  the  future 
take  care  of  itself. 

It  is  still  distressingly  easy  to  be- 
come a  real  estate  salesman.  Says  An- 
drew Barr:  "I  started  off  in  1957  with 
$400,  of  which  I  used  only  $150. 
What  do  you  need?  A  few  signs,  a 
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A  rabbits  foot  for 
everyCompanvDirector 

who  doesnt  have 
D&O 


As  a  company  director  or  officer,  you  have  two  choices 
these  days: 

Get  the  right  coverage  to  protect  yourself 
against  htigation.  Or  get  lucky. 

For  those  who  don't  mind  trusting  the  Fates, 
we'll  be  glad  to  send  along  a  rabbit's  foot.  With  our 
compliments,  but  with  no  guarantees. 

For  our  more  prudent  friends,  American  Home 
provides  Directors  and  Officers  Liability  Insurance 
through  agents  and  brokers. 

We  underwrite  more  of  this  insurance  for  our 
own  account  than  any  other  U.S.  company.  And  we're 
writing  an  ever-greater  amount  of  it,  as  legal  actions 
become  more  frequent  and  expensive. 

They're  happening  now  to  those  in  private  and 
public  companies.  In  non-profit  groups  and  family- 
owned  businesses.  There  are  stockholder  actions,  too, 
involving  large  and  small  corporations.  And  the  rea- 
sons for  these  actions  range  from  missing  too  many 
directors'  meetings  to  endangering  the  value  of  the 
stock. 

The  expense  to  the  director  or  officer  may  be 
heavy  in  defense  costs,  stiff  judgments  and  wasted  time. 

American  Home  is  ready  to  help  you.  Mail  the 


coupon  today  and  we  will  tell  you  how.  No  obhgation, 
of  course. 


American  Home 
Assurance  Company 

A  member  company  of  American  International  Group 
Dept.  LL,  102  Maiden  Lane,  New  York,  N.Y.  10005 

□  Send  me  both:  The  rabbit's  foot  for  laughs.  And  the  facts 
about  D&O  Insurance  to  keep  me  smiling. 

□  I  make  my  own  luck.  Send  only  the  facts  about  your  Di- 
rectors and  Officers  Liability  Insurance. 

P  I'll  take  my  chances.  Send  the  rabbit's  foot,  and  skip  the 
insurance  information. 

□  I'm  a  broker  or  agent.  Send  me  the  whole  package  and  the 
rabbit's  foot. 


Name- 


-Title- 


Company- 
Address — 
City 


-State - 


-Zip. 


telephone,  a  desk,  some  forms  to  fill 
out  and  you're  in  business."  Today, 
even  allowing  for  inflation,  the  cost 
couldn't  be  more  than  $1,000  and  the 
minimal  amount  of  time  it  usually 
takes  to  be  licensed  by  the  state.  There 
are  risks  in  the  business,  but  capital 
isn't  one  of  them.  So  despite  the  fact 
that  someone  might  go  hungry  if  he 
doesn't  make  a  sale  for  some  time,  he 
can  do  something  else  while  waiting 
for  a  commission,  and  he  won't  risk 
much  in  the  way  of  capital. 

Would  lower  commission  rates  drive 
many  people  out  of  the  business? 
Probably,  but  it  wouldn't  cut  the 
turnover  of  houses;  if  you  have  to  sell, 
you  have  to  sell.  Under  a  lower  price 
structure,  there  would  be  more  busi- 
ness for  the  successful  sales  people 
and  agencies.  In  this  sense,  high  fees 
are  simply  a  subsidy  for  keeping  in- 
efficient sellers  in  the  business,  swell- 
ing the  number  of  people  living  ofi^ 
real  estate  transfers  and  thus  inflating 
the  whole  cost  structure— which,  of 
course,  the  public  pays.  Commission 
rates  have  been  inching  upward  in 
spite  of  the  big  increase  in  prices  and 
in  turnover.  It's  quite  a  paradox:  In- 
stead of  achieving  economies  of  scale, 
the  real  estate  industry  more  fre- 
quently suffers  diseconomies  of  scale 
as  it  gets  bigger. 

The  brokers,  of  course,  see  it  dif- 
ferently. Says  one:  "Advertising  costs 
have  almost  tripled  over  the  past  ten 
years,  telephone  costs  are  soaring,  of- 
fice clerks  demand  much  higher  start- 
ing salaries,  rent  and  business  taxes 
are  rising."  True,  but  all  of  these  ex- 
penses (before  commissions  paid  to 
salesmen)  don't  come  to  much  more 
than  25%  of  total  revenues.  When  a 
broker  sells  a  house  today  for  $35,000 
on  a  6%  commission,  compared  with 
$25,000  ten  years  ago  on  a  5%  com- 
mission,   he    takes    in     $2,100,     vs. 


$1,250.  Even  if  fixed  costs  rose  to 
30%  they  still  would  only  come  to 
$630  today,  t;s.  $375  then.  So  he  is 
still  well  ahead  of  the  game  in  dollars, 
if  not  in  profit  margin. 

Spokesmen  for  the  residential  bro- 
kerage business  continue  to  insist  that 
some  people  who  work  in  real  estate 
are  close  to  poverty.  At  a  convention 
last  year  one  claimed:  "The  average 
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take-home  pay  of  a  salesman  is  less 
than  $30  a  week."  What  he  did,  says 
one  trade  publication  editor,  "is  count 
tens  of  thousands  of  part-timers,  peo- 
ple who  have  a  license  but  who  do 
little  if  any  selling."  According  to  this 
observer,  "Something  like  85%  to  90% 
of  all  the  sales  volume  is  handled  by 
little  more  than  10%  of  the  people  in 
the  industry."  If  this  is  true,  the  10% 
to  15%  elite  members  of  the  industry 
make  out  very  well  indeed. 

A  survey  undertaken  in  mid- 1970 
by  the  National  Association  of  Real 
Estate  Boards,  representing  1,600  lo- 
cal boards  of  realtors,  most  of  whom 
sell  residential  real  estate,  indicated 
that  median  personal  income  of  real- 
tors in  1969  was  $18,000  before  taxes. 
Close  to  half  of  its   105,000  realtor 


members  had  incomes  of  o\er 
$20,000.  In  five  years  the  median  in- 
come had  jumped  nearly  40%,  and  no 
doubt  has  risen  substantially  since 
1969.  Not  the  highest  income  in  the 
world,  but  far  from  the  worst.  Fur- 
thermore, 25%  earned  upwards  of 
$30,000,  and  many  had  some  other 
sources  of  income. 

The  MLS 

A  key  element  of  the  present  sys- 
tem of  merchandising  residential  real 
estate  is  the  multiple  listing  sei-vice. 
Multiple  listing  services  have  been 
around  for  a  long  time,  but  their  big- 
gest impact  came  in  the  residential 
field  after  World  War  II,  and  today 
they  handle  something  like  $9  billion 
worth  of  listings  a  year.  A  multiple 
listing  service  is  supposed  to  provide 
the  seller  with  not  one,  but  many  bro- 
kers attempting  to  sell  his  house.  The 
seller  gets  broad  exposure  and  so  does 
the  potential  buyer.  But  there  are 
some  abuses. 

Since  late  1969  the  multiple  listing 
service  has  come  increasingly  under 
sharp  fire  from  the  Justice  Depart- 
ment. Justice  has  charged  numerous 
multiple  listing  sei"vices  around  the 
country'  with  antitmst  violations  be- 
cause they  allegedly  fix  commission 
rates  among  their  members  and  refuse 
to  accept  listings  unless  their  rules 
and  procedures  are  obeyed. 

According  to  Harold  B.  Lyda,  edi- 
tor of  Real  Estate  Insider  Newsletter: 
"With  each  succeeding  suit  Justice 
has  filed,  it  has  found  more  and  more 
of  multiple  listing  service  operations 
objectionable  and  in  restraint  of  trade. 
In  the  1969  Long  Island  [N.Y.]  Board 
of  Realtors  suit,  they  charged  that 
the  board  had  enforced  commission 
rates  by  fining  or  suspending  rate-cut- 
ters from  multiple  listing  services.  In 
(Continued  on  page  43) 


Outside  Influence.  U.S.  coiporuiionsUansTcrrea  some  whatever   they    asked    io    sell   homes    for   them.    Thus 

half-million  employees  last  year,  readily  paid  brokers         business  helps  put  a  floor  under  brokers'  commissions. 
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(Continued  from  page  38) 
a  later  case  filed  against  the  Portland 
[Ore.]  Board  of  Realtors  it  further  ac- 
cused the  board  of  restricting  access 
by  competing  nonmember  brokers." 
Some  of  the  earlier  suits,  like  the  one 
against  the  Long  Island  Board  of  Real- 
tors, have  resulted  in  consent  decrees 
entered  into  by  the  realtors  and  the 
Justice  Department  to  cease  such  al- 
leged practices  without  admitting  to 
any  wrongdoing.  But  there  are  a 
number  of  suits  still  pending. 

The  essence  of  a  multiple  listing 
service  is  shared  commissions.  In  ef- 
fect, it  is  a  major  factor  in  keeping 
commission  rates  high.  The  commis- 
sions often  have  to  be  split.  One  firm 
may  list  a  house,  but  another  firm 
often  will  sell  it  first.  Result:  Com- 
missions then  are  split  60%  to  the  sell- 
er, 40%  to  the  listing  firm.  This  is  then 
split  again  since  the  broker  (the  own- 
er) and  his  salesmen  also  split  com- 
missions, often  50-50.  So  6%  can  be- 
come 1.5%. 

Says  Washington  realtor  Barr:  "The 
MLS  operation  is  ruining  the  consum- 
er with  split  fees,  because  they  have 
to  keep  the  commission  rates  high  to 
keep  everyone  happy.  It  just  isn't  a 
flexible  enough  system  anymore. 
There  just  aren't  enough  listings  for 
everyone  in  these  days  of  heavy  de- 
mand for  suburban  homes.  To  com- 
pensate, brokers  charge  heavy  when 
they  do  get  a  sale." 

Mrs.  Pauline  Sloane,  a  California 
realtor  and  staunch  defender  of  MLS, 
nevertheless  indirectly  confirms  this: 
"If  the  MLS  is  forced  to  disband,  it 
will  force  many  individual  brokers  out 
of  their  present  independent  status. 
Small  brokers  are  able  to  survive  only 
because  they  group  together  to  ex- 
pose their  listings  to  one  another.  We 
can  in  no  way  afford  to  advertise  the 
way  very  large  outfits  do.  Without 
MLS,  I'd  either  have  to  go  back  to 
being  a  saleswoman  for  a  large  firm 
or  join  a  franchise  operation  like  Red 
Carpet."  The  MLS  is,  in  other  words, 
good  for  the  little  broker.  But  is  it 
good  for  the  public? 

Gianfs  and  Specialists 

Thpmas  Dooley,  executive  vice  pres- 
ident of  the  Gallery  of  Homes,  thinks 
that  the  demise  of  the  smaller  broker- 
age operations  would  be  no  great  loss. 
"The  big  will  become  bigger  and  the 
smaller  will  shrink."  The  medium-sized 
broker  with  just  a  few  offices  and  20 
to  40  salesmen  will  disappear. 

The  Jwave  of  the  future,  then,  may 
be  the  big  regional  full-line  broker- 
age operation.  Such  a  firm  does  com- 
mercial and  industrial  brokerage  as 
well,  offers  relocation  services  to  in- 
dividuals and  corporations,  buys  and 
sells  properties  and  provides  mortgage 


banking  and  insurance  operations.  An 
example  is  Washington,  D.C.'s  66- 
year-old  Shannon  &  Luchs.  The  firm 
has  300  salesmen,  11  offices  and  eight 
different  operating  divisions  engaged 
in  all  phases  of  real  estate. 

Surprisingly,  there  also  are  three 
real  estate  brokerage  operations 
owned  by  large  publicly  held  corpo- 
rations. They  include  West  Coast- 
based  Coldwell,  Banker  &  Co.,  the 
largest  ($42-million  revenues)  and 
most  diversified,  which  moved  into  the 
residential  brokerage  market  in  a  big 


Growing,  And  Always  There. 

"The  nice  thing  about  the  ex- 
isting home  market,"  says  New 
Jersey  realtor  Ken  Berg,  "is  that 
mobility  is  little  affected  by 
shifts  in  business  cycles,  unlike 
the  volatile  new  home  market." 


way  when  it  acquired  Forest  E.  Olsen 
of  California  in  1969;  Berg  Enter- 
prises, with  revenues  of  around  $13 
million;  and  the  smaller,  but  still  sub- 
stantial, Denver  and  Rocky  Moun- 
tain-based Van  Schaack  &  Co. 

The  Berg  Agency  of  Metuchen, 
N.J.  started  a  little  more  than  20 
years  ago.  It  was  an  outsider  looking 
in.  The  established  multiple  listing 
service  operators  made  getting  started 
difficult.  So  the  brothers  Ken  and 
Leonard  Berg  developed  their  own  ex- 
clusive listings  from  scratch.  Now  they 
have  26  residential  offices  blanketing 
the  entire  state  of  New  Jersey,  and 
recently  acquired  firms  in  Florida,  Ari- 
zona and  California. 


In  addition  to  what  he  makes  from 
brokerage  commissions.  Berg  provides 
comprehensive  homeowner's  insur- 
ance and  auto  insurance,  and  does 
appraisals  for  others  for  a  fee.  Berg 
also  provides  relocation  services  when 
someone  is  transferred  out  of  state. 
The  brothers  began  with  $3,500  and 
now,  20  years  later,  have  some  $8 
million  in  their  own  company's  stock 
at  present  market  value. 

"The  business  is  rapidly  changing," 
says  Ken  Berg,  "from  the  one-  or  two- 
office  operation,  operating  on  a  hit- 
or-miss  approach,  to  a  full-service  or- 
ganization. It  has  happened  in  other 
financial  areas,  and  now  it  is  happen- 
ing in  residential  real  estate." 

Other  Hands  in  the  Till 

The  broker's  isn't  the  only  hand  in 
the  till.  There  are  lawyers,  title  insur- 
ance companies,  appraisers  and  mort- 
gage lenders,  many  of  whom  have  a 
working  relationship  with  the  broker 
who  is  steering  business  their  way. 
Title  companies  and  lawyers  have 
managed  to  keep  traditional  and  ar- 
chaic title  transfer  procedures  in  ef- 
fect in  most  states,  leading  to  further 
unnecessarily  high  closing  costs.  In 
Massachusetts,  a  state  with  a  stream- 
lined transfer  mechanism,  such  costs 
are  much  lower. 

The  variations  in  settlement  costs 
and  closing  costs  resulting  from  these 
archaic  procedures  can  be  enormous 
both,  in  different  states  and  even  with- 
in the  same  county  in  a  state. 

This  was  spotlighted  by  the  HUD 
report  done  in  the  spring  and  summer 
of  1971.  National  data  showed  that 
for  a  house  sold  in  the  $20,000-to- 
$24,000  range,  total  settlement  costs 
—including  loan  discounts  and  broker 
fees— ranged  from  a  low  of  $200  to  a 
high  of  $5,000.  The  average  settle- 
ment cost  was  $2,067.  In  Los  An- 
geles, settlement  costs  varied  from  just 
under  $1,000  to  nearly  $4,400.  In 
King  County,  Wash.,  settlement  costs 
ranged  from  a  low  of  $997  to  a  high 
of  $4,219,  and  in  Cook  County,  111. 
from  $162  to  $3,610  for  the  same 
service  on  a  similarly  priced  house. 
Closing  costs,  which  exclude  commis- 
sions and  "pomt"  discounts,  also  var- 
ied widely.  In  Los  Angeles  County 
they  ranged  from  $214  to  $894,  in 
Cook  County  from  $102  to  $723. 

Walter  L.  Stephens  Jr.  is  a  Virginia 
lawyer  who  conducted  an  investiga- 
tion by  the  Virginia  State  Bar  several 
years  ago  into  settlement  practices  en- 
gaged in  by  lawyers  and  brokers.  "We 
found,"  he  says,  "that  many  attorneys 
in  Virginia  were  charging  builder-de- 
velopers and  real  estate  brokers  little 
or  no  fees  for  services  with  the  ex- 
pectation that  the  developer  or  broker 
would  funnel  all  purchasers  to  that 
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attorney's  office  for  settlement.  More- 
over, some  brokers  and  attorneys  were 
found  to  have  a  financial  interest  in 
title  insurance  companies  and  title 
agencies. "  A  hidden  cost,  of  course, 
for  the  home  buyer,  and  a  case  of  the 
consumer  subsidizing  the  real  estate 
broker  and  his  intermediaries. 

The  investigation  further  disclosed 
that  many  banks  and  savings  &  loan 
companies  required  that  their  loans 
be  settled  by  a  specified  lawyer,  often 
one  having  a  financial  interest  or  re- 
lationship with  the  bank  or  S&L  in- 
volved. The  result:  unusually  high 
fees  charged  for  title  examinations,  in- 
surance and  other  charges,  often  run- 
ning into  the  hundreds  of  dollars.  The 
state  bar  concluded  that  these  actions 
were  unethical  and  illegal.  Since  then 
both  the  Virginia  bar  and  the  Virginia 
Real  Estate  Commission  have  amended 
the  real  estate  practices  code.  Despite 
this  change  in  the  code,  Stephens 
claims  that  in  practice  little  has 
changed.  Says  he,  "I  think  it's  obvious 
that  these  illegal  practices  continue." 
In  other  words,  tradition  takes  prece- 
dence over  the  niceties  of  the  real  es- 
tate practices  code. 

A  growing  number  of  complaints 
from  embittered  and  frustrated  home- 
owners has  prompted  Congress  to  look 
into  the  situation.  While  Senate  hear- 


ings were  going  on  early  thi?-  year, 
an  enterprising  investigative  reporter 
for  the  Washington  Tost,  Ronald  Kess- 
ler,  probed  the  situation  in  three  de- 
tailed articles  of  how  home  buyers 
were  being  misled  by  brokers,  lawyers 
and  title  companies  in  the  greater 
Washington  area  into  paying  outrage- 
ously high  fees  at  settlement. 

The  pressures  thus  began  to  build 


House  finding 

is  more  fun  than 

house  hunting. 


for  federal  legislation  against  some  of 
the  abuses.  The  Federal  Goveniment? 
Isn't  transferring  houses  a  matter  of 
infrastate  commerce,  beyond  the 
reach  of  the  Federal  Government? 
Not  today  it  isn't.  There  are  FHA 
loans  and  VA  loans,  both  of  which 
are  under  federal  jurisdiction.  Many 
of  the  banks  and  other  institutions 
that  do  mortgage  lending  are  in  inter- 
state commerce.  So,  in  these  days  of 
cross-country  moves,  are  many  of  the 
realty  brokers  themselves. 


Yet  so  far  the  reforms  have  made 
little  progress.  A  Senate  bill  contained 
a  provision  that  would  have  outlawed 
kickbacks  among  lawyers,  title  peo- 
ple and  brokers.  Then  the  realty  lob- 
by went  to  work.  A  House  committee 
knocked  out  the  anti-kickback  provi- 
sion and  merely  substituted  the  re- 
quirement that  the  kickbacks  be  dis- 
closed. Other  attempted  reforms  were 
similarly  softened.  And  then  the  whole 
matter  was  rendered  academic  when 
the*Omnibus  Housing  Bill  of  1972  was 
defeated  in  the  House  Rules  Commit- 
tee late  last  month. 

So,  reforms  have  been  postponed. 
For  a  long  time  to  come,  housing 
transfers  will  be  a  matter  of  both  ca- 
veat emptor  and  vendor.  In  this  age 
of  consumerism,  however,  the  demand 
for  fairer  rules  is  unlikely  to  disap- 
pear. A  mobile  society,  Vance  Pack- 
ard's A  Nation  of  Strangers,  can't 
function  without  the  real  estate  sales- 
man—ever\'  man  who  has  tried  to  sell 
his  own  house  can  attest  to  that.  But 
the  public  is  certainly  entitled  to 
something  better  than  the  current  ar- 
chaic, chaotic  situation,  where  an  es- 
sential service  is  overpriced  and  where 
too  many  opportunities  exist  for  tak- 
ing advantage  of  the  average  Ameri- 
can in  what  certainly  is  his  most  im- 
portant single  transaction.  ■ 


The  only  thing 
we  don't  export 
is  the  dollar. 


When  you  ship  by  Farrell,  you  ship  American. 
And  you  serve  your  country's  interests  as  well 
as  your  own. 

Farrell  Lines  links  U.S.  Atlantic  ports  with 

West,  South  and  East  Africa,  and  Atlantic  and  Gulf 

ports  with  Australia  and  New  Zealand.  Our  expertise 

and  experience  in  handling  containerized,  break  bulk. 

deep  tank  and  refrigerated  cargo  provide  the  most 

efficient  sea  freight  service  available.  At  no  extra  cost  to 

your  company.  And  no  cost  to  your  country. 

As   American   flagships,    Farrell   freighters   are 

American  built,  manned  and  operated.  We  purchase 

our  food,  supplies  and  equipment  here.  Our  crews 

are  paid  with  dollars  and  live  in  the  U.S.A.  This 

helps  to  keep  the  dollar  stateside.  And  to  strengthen 

American  business. 


Mftnitt'^^ 
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One  Whitehall  Slieet,  New  York,  N  Y  10004  •  Tel  (?12)  944  7460 
REBUILDING  AMERICA'S  MERCHANT  FLEET. 
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Safety. 

Agood 
investment 

Especially 

now. 


The  new  Occupational  Safety  and  Health  Act  could  give  the  fast-grow- 
ing "safety  market"  a  healthy  boost.  Crouse-Hinds  is  uniquely  situated 
to  satisfy  this  market.  We  are  a  leading  worldwide  producer  and  dis- 
tributor of  electrical  equipment  for  hazardous  and  adverse  environments,   ^  f%nr\t  IQC  UIMnQ® 
outdoor  and  airport  lighting,  traffic  control  systems.  Safety  is  always  a  ■    ^riUU^C'tillMU^ 
good  investment.  For  financial  data  on  how  our  stake  in  safety  is  con- 
stantly growing,  write  Treasurer,  Crouse-Hinds,  Syracuse,  N.Y.  13201 . 

(NYSE,  also  Midwest  and  Pac.  Coast  Code:  CHI). 
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Only  one  communications  company 

can  keep  a  closer  eye 

on  your  service  than  you  do. 


If  s  your  local  Bell  Company,  of  course. 

We  operate  automatic  test  equipment  that  constantly  moni- 
tors performance  over  our  entire  network. 

Many  troubles  are  spotted— and  solved— even  before  you 
notice  them. 

Many  other  communications  problems  can  be  fixed  at  our 
place.  Without  ever  setting  foot  in  your  place. 

When  you  do  call  us  in,  our  people  often  arrive  with  test 
results  and  a  preliminary  diagnosis  of  the  trouble. 

This  homework  helps  us  get  things  back  in  business  for  you 
very  quickly  and  very  efficiently. 

With  such  quick,  often  out-of-sight  service.  Bell  System  main- 
tenance is  one  of  the  best  bargains  in  your  telephone  bill. 

AT&T  and  your  local  Bell  Company. 


Who  Watches  Ward? 

Ward  Foods  got  a  new  boss  last  month.  But  its  trou- 
bles   remain,   and  so   does   Its   largest  stockholder. 


Charles  Bluhdorn  and  David  Judel- 
son  are  best  known  as  the  chairman 
and  the  president,  respectively,  of 
Gulf  &  Western  Industries.  Less  known 
is  their  active  interest  in  Ward  Foods, 
Inc.,  a  smallish  ($400-million  sales) 
New  York-based  food  conglomerate. 
Or  rather,  their  former  active  interest. 
Last  month  Bluhdorn  and  Judelson 
suddenly  quit  Ward's  board,  along 
with  four  other  men,  including  Chief 
Executive  Officer  Charles  W.  Call  Jr. 

The  man  who  sent  them  packing 
was  Louis  Yaeger,  73,  a  self-styled 
"personal  investor"  who  owns  more 
than  20%  of  Ward  Foods'  stock.  Yae- 
ger is  a  quiet,  behind-the-scenes  Wall 
Street  operator  who  began  as  an  over- 
the-counter  broker  during  the  Twen- 
ties, made  a  fortune  during  the  bull 
market  of  the  Fifties  and  at  various 
times  has  been  the  largest  individual 
stockholder  in  Western  Union  Tele- 
graph Co.,  Brazilian  Light  &  Power, 
Crucible  Steel  and  Gray  Manufactur- 
ing. He  first  bought  into  Ward  in  1956 
when  it  was  strictly  a  baking  concern 
(Tip  Top  Bread). 

So  Yaeger  was  already  on  the 
scene  in  1963  when  Noma  Corp.,  a 


small  manufacturer  of  Christmas  dec- 
orations, liquidated  all  of  its  busi- 
nesses except  a  couple  of  tiny  food 
operations  and  used  the  proceeds  to 
acquire  Ward  Baking.  Bluhdorn  and 
Judelson  were  directors  of  Noma, 
which  promptly  changed  its  name  to 
Ward  Foods.  Call,  Noma's  president, 
was  installed  as  president,  and  prompt- 
ly set  out  to  build  Ward  into  another 
General  Foods. 

Ward,  then  a  $150-million-sales 
outfit  with  more  plant  than  customers, 
was  in  bad  shape.  The  company  had 
lost  money  for  three  years  in  a  row  and 
had  gone  through  five  presidents  in 
ten  years.  Call  began  making  acquisi- 
tions. He  bought  all  manner  of  food 
companies  and  a  food-processing- 
equipment  manufacturer.  By  1968  he 
had  doubled  sales  and  was  earning  a 
very  respectable  19%  on  stockholders' 
equity.  Yaeger's  200,000  or  so  shares 
were  worth  approximately  $11  million 
in  mid-1968,  up  from  about  $1.5  mil- 
lion, when  Call,  Bluhdorn  and  Judel- 
son arrived. 

But  by  the  end  of  1969  Ward  was 
59  cents  a  share  into  the 'red,  helped 
by  a  $6.5-million  write-off  of  goodwill. 


Another  write-off  in  1970  of  $4  million 
left  Ward  with  an  even  bigger  deficit 
of  94  cents  a  share.  It  returned  to  the 
black  (67  cents  a  share)  in  1971,  but 
its  stock,  which  fell  from  51  to  around 
10  during  1969  and  1970,  refused  to 
budge.  Yaeger  meanwhile  had  accu- 
mulated nearly  500,000  shares— more 
than  double  since  1963— but  the  value 
of  his  investment  had  dropped  to  half. 

Yaeger  began  bolstering  his  power 
base  by  acquiring  more  shares,  bring- 
ing his  total  now  to  over  700,000  (out 
of  3.2  million  outstanding).  Last 
month  Yaeger  flexed  his  muscles, 
bringing  on  the  resignation  of  Call, 
Bluhdorn,  Judelson  and  three  other 
Ward  directors.  William  Howlett,  an 
experienced  food  man  who  had  run 
Consolidated  Foods  from  1963  to 
1969,  was  then  installed  as  chairman 
and  chief  executive. 

Before  Howlett  had  a  falling  out 
with  its  major  stockholder,  Nathan 
Cummings,  in  1970  and  resigned,  Con- 
solidated grew  to  $1.4  billion  in  sales 
during  his  tenure— from  roughly  the 
same  size  Ward  is  now.  Can  he  do 
the  same  for  ailing  Ward?  It  won't  be 
easy  saddled  with  $90  million  in  long- 
term  debt— almost  double  Ward's  book 
value.  Yaeger,  who  has  been  described 
as  "tenacious,"  had  better  hope  How- 
lett's  up  to  the  job.  After  all,  700,000 
shares  is  a  lot  of  bread  to  have  tied 
up  in  dough.  Or  vice  versa.  ■ 


Manna  from  Minnesota 

A  bond  with  a  50%  coupon?  A  bond  with  a  0.1%  cou- 
pon? Either  way,  a  lucky  investor  could  make  a  killing. 


Had  the  great  state  of  Minnesota  lost 
its  collective  marbles?  A  507c  coupon 
on  a  Standard  &  Poor's  triple-A-rated, 
tax-exempt  municipal  bond?  Investors 
rubbed  their  eyes  in  disbelief. 

No  misprint.  Just  an  unusual  under- 
writing gimmick  that  managed  to  com- 
bine 1)  a  fat  tax  shelter,  2)  a  guar- 
anteed capital  gain  of  around  300% 
over  13  to  20  years,  3)  an  enviably 
low  net  interest  cost  to  Minnesota  and 
4)  another  managing  underwriter's  fee 
of  about  $275,000  for  Dillon,  Read. 

Harvey  Mell,  35,  head  of  Dillon, 
Read's  municipal  bond  department, 
conceived  the  idea  one  day  while 
talking  to  his  28-year-old  associate, 
Dick  Ippoliti,  a  former  teletype  oper- 
ator. "We  just  carried  the  concept 
of  high-low  couponing  to  its  logical 
conclusion,"  says  Mell.  "We  even 
messed  around  with  100%  coupons." 

Until  now,  underwriters  who 
"messed  around"  with  10%  coupons 
on  such  bonds  were  considered  dar- 
ing.    But     Mell's     innovation     really 


isn't  that  daring.   It  works  like  this. 

The  Minnesota  issue  is  a  20-year, 
$25-million  serial  bond.  The  first  four 
maturities  carry  the  50%  coupons  and 
sell  at  a  stiff  premium  ranging  from 
$400  to  $1,600  above  the  $1,000  face 
amount.  The  last  .seven  maturities  car- 
ry 0.1%  coupons,  and  sell  at  a  steep 
discount-about  $650  under  the  $1,000 
face  amount.  The  other  maturities  are, 
as  Mell  puts  it,  "plain  vanilla." 

Score  one  for  Minnesota.  Average 
out  the  interest  costs  under  the  stan- 
dard computation  and  you  come  up 
with  a  low  4.57%  a  year,  says  Mell. 
Most  states  don't  want  to  pay  out 
most  of  their  interest  costs  in  the  first 
few  years,  which  is  why  there  haven't 
been  many  issues  like  this,  but  Hu- 
bert Humphrey's  state  is  loaded. 

Score  another  for  the  six  Florida 
banks  who  bought  the  first  four  ma- 
turities. They  put  up  $10  million  for 
bonds  with  a  face  amount  of  $5  mil- 
lion. But  in  return,  they  get  $2.5 
million   next   year   in   tax-exempt   in- 


come. Since  they  will  have  a  loss 
when  the  bonds  mature  in  four  years, 
they  can  use  $1.25  million  of  that  loss 
next  year  to  reduce  taxable  operating 
income.  You  don't  find  tax  shelters 
like  that  every  day. 

And  why  should  the  Internal  Rev- 
enue Service  object?  Mell  asks.  Over 
the  full  20  years  the  issue  provides 
no  more  shelter  than  most  municipals. 

And  score  one  for  the  folks  who 
bought  the  last  seven  maturities.  They 
spend  something  like  $350  for  a  $1,000 
face  amount  bond  paying  just  0.1%. 
When  that  bond  matures,  13-20  years 
from  now,  they  are  guaranteed  a  cap- 
ital gain  of  nearly  300%. 

So  Mell  made  everybody  happy 
with  his  Minnesota  issue.  Everybody, 
that  is,  except  those  investors  who 
weren't  quick  enough  to  get  a  piece 
of  the  action  on  Sept.  26.  And  that 
was  just  about  everybody.  Because 
both  the  50%  maturities  and  the  0.1% 
maturities  were  sold  before  the  bonds 
even  hit  the  market.  "We  talked  to 
three  or  four  of  our  institutional 
friends,"  says  Mell.  "It  was  a  good 
deal  for  them  and  a  good  deal  for  us. 
I  wouldn't  have  wanted  us  to  under- 
write at  risk  something  no  one  had 
ever  seen  before."  ■ 
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Whatsit? 


A  cigarette?  A  cigar?  What- 
ever it  is,   it's  selling. 

Little  cigars  look  like  cigarettes  ex- 
cept for  one  thing:  They're  wrapped 
in  reconstituted  tobacco  instead  of 
paper.  They're  packaged  like  ciga- 
rettes. They  have  filters  like  cigarettes. 
They're  advertised  like  cigarettes. 
They're  sold  from  the  same  shelves 
and  vending  machines  as  cigarettes. 

So  why  aren't  they  cigarettes? 

Because  the  Internal  Revenue  Ser- 
vice says  they're  cigars.  And  so,  unlike 
cigarettes,  they  can  be  advertised  on 
television.  They  don't  have  to  carry 
the  warning:  "Tlie  Surgeon  General 
Has  Determined  That  Cigarette  Smok- 
ing Is  Dangerous  to  Your  Health." 
The  American  Cancer  Society  is  beside 
itself,  but  tobacco  men  are  hugging 
themselves  with  joy.  Sales  of  ciga- 
rettes were  up  only  2.5%  last  year,  sales 
of  litde  cigars  more  than  20%. 

The  main  beneficiaries  are  Ameri- 
can Cigar  and  Lorillard,  whose  little 
cigar  unit  sales,  according  to  analyst 
John  C.  Maxwell  Jr.  of  Oppenheimer 
&  Co.,  have  gone  up  32%  and  24%,  re- 
spectively. Reynolds  has  already  gone 
national  with  Winchester.  American 
Brands  is  test-marketing  Derringer. 
Other  tobacco  companies  are  waiting 
and  watching.  If  Winchesters  and 
Derringers  go  over,  they'll  probably 
get  into  the  act,  too. 

Aside  from  the  fact  that  little  cigars 
may  legally  be  advertised  on  television, 
they're  cheaper  than  cigarettes.  Taxes 
are  most  of  the  cost  of  a  pack  of 
cigarettes.  The  federal  tax  is  8  cents; 
state  taxes  run  as  high  as  21  cents. 
The  federal  tax  on  little  cigars  is  only 
1/2  cents;  state  taxes  are  either  non- 
existent or  minuscule.  So  in  New  York 
City,  for  example,  cigarettes  may  cost 
as  much  as  75  cents  a  pack,  but  Win- 
chesters go  for  as  little  as  23  cents. 

What  bugs  the  American  Cancer 
Society^  most  of  all  is  the  TV  adver- 
tising. Congress  drove  the  "Marlboro 
man"  off  the  screen.  Now,  the  "Win- 
chester man"  has  taken  his  place.  He's 
cool,  and  he  gets  the  girls,  because 
he  smokes  Winchesters. 

Whether  little  cigars  can  maintain 
their  growth  is  a  matter  of  dispute  in 
the  tobacco  industry.  A  cloud  on  the 
horizon: ,  that  both  the  federal  and 
state  governments  will  start  taxing 
them  as  heavily  as  cigarettes.  Another 
cloud:  that  Congress  will  ban  them 
from  television,  too. 

Meanwhile,  however,  the  sales  of 
little  cigars  are  giving  the  industry  a 
boost  it  has  long  lacked.  ■ 
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ELAPSED  TIME 
8  HRS.  38  MIN. 


General  Electrics  answer 
to  the  housing  shortage. 

It  s  all  in  a  days  woik. 


Here's  a  paradox  for  you.  The 
United  States,  with  one  of  the  busiest 
construction  industries  in  the  world, 
faces  a  shortage  of  up  to  6  million  new 
homes  in  the  next  ten  years. 

One  of  the  causes  is  that  houses 
have  always  been  built  largely  by  hand. 

But  there's  no  reason  why  modern 
American  manufacturing  techniques 
can't  be  put  to  work  to  speed  up  the 
building  of  a  house.  No  reason  why 


comfortable,  attractive,  reasonably 
priced  homes  can't  be  built  on  an  as- 
sembly line. 

That's  just  what  General  Electric 
was  asked  to  do  under  contract  to  the 
Department  of  Defense  and  HUD.  GE 
is  now  operating  two  housing  factories 
turning  out  modules  for  both  single- 
family  homes  and  garden  apartments. 

The  GE  houses  come  oflf  the  as- 
sembly line  as  one-  or  two-room  mod- 
ules, finished  inside  and  out.  They  are 
then  shipped  to  a  site  and  assembled 
quickly  by  a  local  builder.  The  eight- 


apartment  unit  shown  here  is  in  Las 
Vegas.  It  was  put  up  by  a  Sun  Home 
Builder's  crew  in  a  bit  over  eight  hours. 

GE  has  introduced  a  lot  of  new 
ideas  for  homes  over  the  years.  Self- 
cleaning  ovens,  garbage  disposers. 
And  improvements  on  older  ideas. 
Heating  and  cooling  systems.  And 
now,  new  ideas  in  homes  themselves. 

The  housing  shortage  isn't  going 
to  be  solved  overnight.  But  GE  is 
working  at  it  every  day. 
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GENERALS  ELECTRIC 


Koenig's  Compfaint 


To  listen  to  what  has  been  going  on  at  Ecological  Science,  you  suspect  that 
Hal  Koenig's  imagination  was  running  away  with  him.  And  you  might  be  right. 


FiNT  "i'EAHS  AGO  when  two  Florida 
executives,  Norman  Da\idson  and 
Grinnell  Morris,  went  looking  for  a 
new  chief  executive  for  the  company 
they  had  founded.  Southern  Gulf  Util- 
ities, Harold  P.  Koenig,  now  46, 
seemed  a  well-nigh  perfect  choice. 
He  looked  like  a  pillar  of  the  estab- 
lishment. He  was  an  Elk,  a  Mason,  a 
former  naval  oflBcer,  had  ser\'ed  as  a 
consultant  with  Booz,  Allen  &  Hamil- 
ton, and  later  as  vice  president  of 
planning  with  Dresser  Industries. 

And  for  two  years  he  not  only 
looked  ideal,  he  was.  He  recognized 
that  Southern  Gulfs  mundane  little 
water  and  sewage  business,  with  only 
$4.1  million  in  revenues  and  negative 


earnings,  had  the  makings  of  a  dash- 
ing growth  company,  and  he  set  about 
making  it  one  with  nautical  efiBciency. 
First  he  latched  on  to  the  ecology 
wa\e  when  it  was  merely  a  ripple 
and  changed  the  company  name  to 
Ecological  Science  Corp.  Then,  rid- 
ing the  wave,  he  set  about  acquiring 
manufacturing  companies  in  osten- 
sibly ecologically  significant  products 
like  valves  and  heat  exchangers. 

By  1969  revenues  were  up  to  S27.7 
million  and  earnings  to  SI. 7  million. 
Even  better  for  Davidson,  Morris  and 
ECO's  other  shareholders,  the  stock 
price  had  zoomed  from  a  1967  low  of 
43^  to  a  1969  high  of  28?i.  By  1970, 
with  the  help  of  a  few  acquisitions, 
revenues  leaped  to  S58.9  million  and 
earnings  were  reported  unaudited  as 
approximately  S4  million. 

Then,  early  in  1971,  the  sewage  hit 
the  fan.  The  Securities  &  Exchange 
Commission  charged  that  between 
July  and  December  1969,  when  ECO's 
stock  rose  15  points  or  so  to  nearly 
30,  Koenig  had  promoted  the  com- 
pany's stock  to  more  than  60  brokers, 
analysts,     registered     representatives 


and  mutual  fund  managers  and  had 
overstated  ECO's  1969  earnings. 

Koenig  naturally  enough  admitted 
nothing,  but  in  April  1971  he  signed 
a  consent  agreement  with  the  SEC  to 
restate  ECO's  1969  earnings,  and 
agreed  with  the  American  Stock  Ex- 
change to  create  a  committee  to  de- 
velop and  supervise  the  firm's  public 
relations  and  to  send  a  letter  to  share- 
holders correctly  setting  forth  the  fi- 
nancial condition,  business  operations 
and  capabilities  of  Ecological  Science. 

Fair  enough.  Except  that  less  than 
a  month  later,  ECO  was  under  fire 
again.  Haskins  &  Sells,  ECO's  auditors, 
refused  to  certif\'  the  1970  results 
without  making  adjustments  that 
would  wipe  out  the  company's  earn- 
ings for  the  year.  The  SEC  suspended 
trading  for  lack  of  "accurate  financial 
information,"  lifted  the  suspension  on 
Aug.  6  when  ECO's  1970  10-K  report 
was  filed,  but  reinstated  it  on  Aug.  17 
when  the  10-K  w^as  found  to  be  in- 
complete and  incorrect. 

Ebbing  Tide 

The  tide  had  begun  to  turn  for 
ECO  and  for  Koenig.  In  August  the 
Florida  PubUc  Service  Commission  be- 
gan hearings  on  some  of  ECO's  util- 
ities franchises,  and  questioned  Koe- 
nig about  the  information  contained 
in  the  letter  he  had  sent  stockholders 
as  part  of  the  consent  judgment.  But 
this  didn't  faze  Koenig.  He  simply  re- 
pudiated the  letter,  saying  that  he  had 
not  signed  it  or  authorized  the  sign- 
ing of  it,  and  that  it  contained  state- 
ments he  could  not  support.  So  much 
for  the  letter. 

In  April  1972  the  SEC  threw  the 
book  at  Hal  Koenig  and  asked  the 
courts  to  appoint  a  receiver  to  en- 
force its  public  disclosure  rules.  It 
charged  that  Koenig  and  Cesare  De 
Franceschini,  a  vice  president  and  di- 
rector, had  misappropriated  the  con- 
trol and  some  of  the  assets  of  four  of 
ECO's  European  subsidiaries  to  a  part- 
nership they  controlled  and  then  to  a 
Liechtenstein  company  they  also  con- 
trolled. When  Davidson  and  Morris  de- 
manded rescission  of  the  deal,  the 
SEC  said,  Koenig  had  Davidson  re- 
moved as  chairman,  had  himself  elec- 
ted temporary  chairman,  then  ruled 
the  rescission  motion  out  of  order. 

A  few  days  later,  according  to  the 
SEC  complaint,  another  major  share- 
holder threatened  to  call  a  special 
stockholders'  meeting  to  have  Koenig 
fired.  Koenig  responded  by  asking  the 


shareholder  to  take  no  action  for  a 
week,  then  held  a  sp>ecial  board  meet- 
ing by  phone  and  amended  the  corpo- 
ration bylaws  to  increase  the  number 
of  shares  needed  to  call  a  special 
stockholders'  meeting,  putting  it  out 
of  the  dissidents'  reach. 

The  SEC  alleged  that  Koenig  also 
sued  to  prevent  the  dissidents  from 
voting  their  o\vn  stock,  soliciting  prox- 
ies and  acquiring  additional  stock.  For 
good  measure  he  also  sued  Haskins 
&  Sells  for  S70  million. 

In  a  more  positive  vein,  Koenig 
sought  to  maintain  his  stockholder 
support  by  announcing  the  signing  of 
a  contract  with  Southwest  Nuclear, 
Inc.  to  carry  out  a  feasibility  study 
and  design  work  for  a  nuclear  power 
plant.  Southwest  Nuclear,  Inc.  was 
a  shell  corporation  with  no  assets,  em- 
ployees, oflBces  or  business,  but  the 
stockholders  weren't  told  that,  and  the 
SEC  said  that  was  disseminating  mis- 
leading information.  The  SEC  also 
charged  him  with  misleading  filings, 
and  with  failing  to  file  audited  financial 
statements  for  1971. 

In  appointing  the  limited  receiver 
sought  by  the  SEC,  Judge  Cannella 
found  that  the  cefendants  had  submit- 
ted misleading  and  late  reports  to  the 
SEC,  had  transferred  voting  control  of 
the  subsidiaries  to  insulate  their  assets 


...  a  normal  person  would  have 
cracked    up    with    all   this    stuff. 


from  ECO's  domestic  creditors  and 
had  thwarted  the  efforts  of  dissident 
shareholders  to  change  the  manage- 
ment. He  said  he  was  unable  to  de- 
termine the  extent  to  which  the  "se- 
cret securities  transactions"  involving 
the  subsidiaries  had  injured  the  share- 
holders and  creditors  of  ECO,  and  he 
directed  the  receiver  to  find  out  what 
had  really  happened. 

Sputtered  an  indignant  Koenig,  who 
appealed  the  decision:  "These  SEC 
actions,  in  total,  defy  comprehension. 
The  three-year  factual  history  of  the 
ECO-SEC-Amex  involvement,  in  writ- 
ing, would  be  adjudged  fiction." 
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DOING  BUSINESS  IN  CANADA 


HOW  TO  LAUNCH 
A  NEW  BUSINESS  VENTURE  IN  CANADA 


Set  sail  through  more  than  60  fast-reading 
pages  of  fact,  information  and  figures  care- 
fully compiled  to  help  steer  your  way  to  a 
successful  Canadian  venture. 

Find  the  answers  to  kinds  of  incorporation, 
labor  legislation,  tariffs,  taxes  and  interna- 
tional trade  agreements. 

Learn  how  to  organize  and  operate  a  bus- 
iness in  this  nearby  neighbor  of  the  United 
States. 


If  you'd  like  a  copy  of  "Doing  Business  in 
Canada,"  a  request  on  your  company  letter- 
head will  bring  you  one— with  our  compli- 
ments. Just  address  Dept.  FB. 


^ 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Over  1500  Branches  and  Over  $  12  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.Y.  10005 
(212)  DIgby  4-3800 


The  fuel  needed  to  keep  America's  wheels 
turning  is  delivered  to  service  stations 
tank-trailers. 


What  keeps 
American  business 

moving? 

The  motor  transport  industry. 

Trucks  and  trailers,  drivers  and 
operators,  working  together — they 
keep  American  business  moving. 

The  food  industry  relies  on 
refrigerated  trailers  to  supply  its 
markets.  And  the  manufacturing, 
chemical,  petroleum,  construction,  and 
moving  industries — for  all  these,  and 
more,  motor  transport  is  absolutely  vital. 

FruQhauf,  America's  largest 
producer  of  truck-trailers  and 
containers,  helps  keep  business 
moving  by  furnishing  the  kind  of 
equipment  the  motor  freight  carriers 
need  to  do  a  good  job. 

The  motor  transport  industry 
does  the  rest,  making  it  possible  for 
business  to  stay  in  business. 

fi  IViidhaiif  .^^ 
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WE  BELIEVE  OUR  $315  TYPEWRITER 

CAN  DO  EVERYTHING  YOUR  SECRETARY 

DOES  WITH  HER  $600  ONE. 


i  IQ 
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Ask  yourself.  Just  liow  much  use  would 
your  secretary  make  of  an  expensive  electric. 

Better  still— ask  her. 

No  matter  how  hard  she  works,  the 
answer  will  probably  be— not  too  much. 
Because  only  a  few  jobs  actually  require  all 
the  exotic  refinements  that  make  an 
expensive  electric  expensive. 

Which  means  you  could  have  a  few 
hundred  bucks  tied  up  in  a  machine  that's 
never  used  to  its  full  capacity. 

Before  now,  you  never  had  any  choice. 
If  you  wanted  to  electrify  your  secretary,  it 
really  cost  you.  Anything  from  $500  to  $800. 

Then  along  came  Hermes.  With  the  low, 
lean,  modern,  Swiss-designed  10.  An  electric 
office  typewriter  intelligently  planned  to  do 
all  the  useful  things  you  expect  an  electric  to 
do.  But  dispensing  with  the  fancy  frills  that 
you  don't  need— and  don't  want  to  pay  for. 


So  you  get  a  space  bar  and  7  symbols 
that  repeat  automatically.  Electric  carriage 
return  and  tabulation  control.  Margins 
visible  at  all  times  with  our  exclusive  Flying 
Red  Margins®.  10  clear  carbons.  1 3"  carriage. 
Faster  action  than  any  other  typewriter  in 
the  world.  And  $315.00  is  all  you  have  to  pay 
for  it. 

But  if  you  really  need  a  machine  that 
does  more  than  the  basics,  we  have  a  whole 
range  of  office  typewriters,  each  with 
different  capabilities  to  lit  different  needs. 
And  at  prices  to  suit  different  budgets. 

For  a  Hermes  dealer  where  you  can  try 
out  our  typewriters  (our  calculators  too,  if 
your  office  can  use  them),  see  the  Yellow 
Pages  or  write  us. 

Jf  you  only  want  to  buy  a  typewriter 
once,  buy  a  Jiermes. 


HERMES 

Paillard  Incorporated 

1900  Lower  Road,  Linden,  N.J.  07036 

Other  products:  Hermes  figuring  machines, 

Hasselblad  cameras  and  accessories, 

Bolex  movie  equipment. 


With  his  lawyers,  onetime  Nixon 
aide  Murray  M.  Chotiner  and  Ernest 
G.  Reeves,  by  his  side,  Koenig  an- 
swered all  of  the  charges.  If  his  am- 
bitious public  relations  campaign  re- 
sulted in  "puffing"  the  stock,  it  was 
because  he  was  naive,  not  because  he 
had  fraudulent  intentions.  He  did  re- 
pudiate the  Amex  letter,  but  only 
because  he  had  signed  it  under  pro- 
test, and  the  SEC,  the  Amex  and 
ECO's  dissident  directors  had  not  kept 
their  side  of  the  bargain.  The  1970 
10-K  report  was  late  and  incorrect 
because  Haskins  &  Sells  had  failed  to 
incorporate  a  last-minute  change,  and 
ECO's  lawyers  had  submitted  it  to  the 
SEC,  against  orders,  before  the 
changes  could  be  made. 


He  had  transferred  those  European 
subsidiaries  to  a  partnership  in  his  and 
De  Franceschini's  name  as  a  tempor- 
ary measure  to  facilitate  financing 
needed  to  save  them,  and  that  ac- 
complished, the  assets  were  trans- 
ferred back  to  ECO  control  in  the 
form  of  the  Liechtenstein  shell  cor- 
poration. He  had  not  overruled  a  re- 
scission motion  from  Morris  and  Da- 
vidson because  none  was  offered.  He 
did  not  know  that  Southwest  Nuclear 
was  a  shell  company,  and  he  had  not 
questioned  it  because  he  knew  the 
principals  had  the  financial  resources 
to  proceed  with  the  nuclear  power 
plant  contract. 

Sounding  startlingly  like  Captain 
Queeg  in  Herman  Wouk's  The  Caine 
Mutiny,  he  declared  that  the  SEC, 
the  Amex  and  others  were  out  to 
"get"  Harold  Koenig.  "I  had  a  suc- 
cessful career  and  an  unblemished 
reputation  before  this,"  he  says. 

Koenig  tells  his  story  with  such 
intensity  and  sincerity  that  he  ob- 
viously believes  it.  But  if  he  is  telling 
the  truth,  then  are  the  SEC,  the 
Amex,  Haskins  &  Sells,  the  law  firm 
of  Gadsby  &  Hannah,  Davidson  and 
Morris  all  telling  lies?  That  would  im- 
ply a  giant  conspiracy  against  Harold 
Koenig.  And  that's  hard  to  believe. 

Meanwhile,  trading  in  ECO  remains 
suspended.  ■ 
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The  Money  Men 


In  Praise  of  Liquidity 


The  trouble  with  the  conglomerate 
idea  was  always  more  in  the  per- 
formance than  in  the  principle. 
Though  conglomerators  often  dif- 
fered about  how  such  a  company 
should  be  set  up  and  run,  one 
tenet  of  faith  was  universal:  The 
conglomerator  was  primarily  an  as- 
set manager,  and  the  conglomerate 
form  afforded  a  great  opportunity 
to  switch  assets  from  low-yielding 
to  high-yielding  businesses. 

But  how  rarely  that  ever  hap- 
pened! Most  high-flying  conglom- 
erators in  the  late  Sixties  seemed  to 
spend  more  time  managing  their 
books  and  the  stock  market  than 
they  spent  managing  their  money. 
Controlled  cash  flow?  Forget  it. 

That's  why  it  is  a  relief  to  talk 
to  Philadelphia's  John  M.  Seabrook, 
president  of  International  Utilities, 
a  conglomerator  who  doesn't  shrink 
from  the  label,  and  also  a  money 
man  with  a  near-religious  rever- 
ence for  investing  his  company's 
resources  where  they  will  count  the 
most.  "The  only  thing  we  really  do," 
he  says,  "is  act  as  a  shareholder  in 
the  units  that  we  control,  and  a 
shareholder  ought  to  concern  him- 
self with  money,  with  how  much 
you  are  putting  in  and  how  much 
you  want  to  take  out.  We  do  not 
concern  ourselves  with  operations." 

If  that  doesn't  establish  John 
Seabrook's  credentials  as  an  asset 
manager,  there's  always  lU's  record 
since  he  took  over  in  early  1967. 
Sales  and  earnings  have  more  than 
doubled  (to  $1.1  billion  and  $55.8 
million  respectively  in  the  latest  12 
months),  while  return  on  equity 
has  risen  into  the  15%  area. 

Seabrook  would  attribute  this 
performance  to  a  sense  of  history, 
of  how  the  problems  he  faces  to- 
d§y  relate  to  those  that  other  mon- 
ey men  have  faced  in  uncertain 
times  past.  There's  the  contrast,  for 
instance,  between  Seabrook  and  the 
man  he  worked  with  at  lU  for  near- 
ly a  decade  and  ultimately  replaced 
as  chief  executive:  Philadelphia's 
redoubtable   Howard   Butcher  III. 

"Howard,"  says  Seabrook,  "was 
a  great  believer  in  investing  in 
pieces  of  paper.  He  thought  liquid- 
ity was  terribly  important  in  a  cor- 
poration. He  tended  to  think  pieces 
of  paper  were  highly  liquid.  And 
the  reason  for  that  was  because 
his  father  had  invested  in  real  es- 


tate, and  during  the  Depression 
real  estate  was  very  illiquid.  If  you 
hung  on  long  enough  it  was  great; 
but  a  lot  of  people  got  squeezed. 

"So  Howard  was  terribly  im- 
pressed with  this  idea  of  keeping 
liquid,  and  he  certainly  impressed 
it  on  me.  If  anything,  our  needs 
for  liquidity  now  are  greater  than 
before,  because  business  is  chang- 
ing more  rapidly  and  opportunities 
come  up  more  suddenly. 

"So  that's  the  reason  for  liquidi- 
ty, but  how  do  you  get  liquidity? 
When  Howard  ran  this  business  he 
had  a  securities  portfolio  with 
about  $200  million  in  it,  some- 
times more,  that  he  could  at  any 
moment  convert  into  cash.  I  re- 
member well  when  we  were  deal- 
ing with  Jim  Ryder  to  buy  Ryder 
Truck  Lines.  He  needed  cash  right 
away,  and  he  only  wanted  to  deal 
with  somebody  who  had  it.  He 
said,  'How  do  I  know  times  won't 
be  tough,  or  your  banks  might  not 
let  you  have  it?'  So  I  just  pointed 
to  our  security  portfolio  and  said, 
'You  want  $25  million  cash  for 
your  business— there  it  is.'  " 

But  don't  get  the  idea  that  Sea- 
brook always  agrees  with  Howard 
Butcher:  "Times  have  changed. 
Howard  liked  to  get  a  sizable  block, 
10%-15%  of  a  company;  he  liked  to 
get  a  man  on  the  board  to  know 
what  was  going  on.  Well,  all  those 
things  today  make  it  just  impossible 
to  sell.  There  are  a  million  regula- 
tory problems  in  selling  the  control 
block— or  what  could  be  said  to  be 
the  control  block.  Did  you  ever  ex- 
ercise any  of  the  trappings  of  con- 
trol? Did  you  ever  suggest  direc- 
tors? Did  anybody  ever  talk  to  you 
about  the  company's  investment 
policy?  My  God,  under  those  cir- 
cumstances you  don't  want  to  own 
10%  or  15%  of  a  company." 

Seabrook  had  a  painful  example 
in  mind:  "That's  the  position  we 
were  in  with  respect  to  our  block 
of  Penn  Central.  Early  in  1969  we 
had  made  a  decision  to  sell  our 
security  portfolio  in  orderly  fash- 
ion and  put  that  cash  into  our  op- 
erating businesses.  But  the  one  we 
really  couldn't  let  go  of  was  Penn 
Central,  because  it  was  in  a  declin- 
ing market— it's  very  difficult  to  sell 
a  block  of  stock  in  a  declining  mar- 
ket, and  when  you're  a  director,  as 
I  was,  there  are  all  kinds  of  re- 


Seabrook  of  International  Utilities 


sponsibilities.  Perhaps  I  should 
have  just  resigned  from  the  Penn 
Central  board,  but  I  don't  like  the 
idea  of  rats  leaving  a  sinking  ship. 
The  only  thing  good  I  can  say 
about  it  is  that  at  least  nobody  has 
claimed  we  profited  from  inside  in- 
formation." lU  eventually  took  an 
aftertax  beating  of  some  $6  million 
on  its  Penn  Central  holdings. 

Well,  if  securities  aren't  really 
liquid,  what  is?  "That's  the  point. 
Today  it  is  easier  to  sell  a  business 
than  it  is  to  sell  the  shares  that 
represent  control  of  a  business.  A 
company  you  own  100%  of  is  com- 
pletely liquid;  a  company  you  own 
10%  of  is  completely  unliquid. 

"In  lU  we  have  one  considerable 
advantage:  We're  dedicated  to  the 
idea  of  each  subsidiary  doing  its 
own  financing.  Since  1944,  when 
lU  was  reorganized  in  response  to 
the  Public  Utility  Holding  Compa- 
ny Act,  no  public  debt  has  been 
issued  by  the  parent  company. 
That's  what  makes  the  pieces  li- 
quid; the  financing  goes  with  them. 

"Having  the  subsidiaries  carry 
their  own  debt  was  conceived  of  in 
a  time  that  Jim  Ling  maybe  should 
have  lived  through.  I  was  subject  in 
the  Sixties  to  the  pressures  of  every- 
body saying,  'Why  don't  you  issue 
parent  company  debt?'  But  the 
problem  is  that  parent  company 
debt  in  a  holding  company  really 
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Our 
oversized 

beds 

in  Buffalo 

are  just  as  big 

as  in 

Boston 

That's  because  we  give  you  the 
same  kind  of  great  room 
everywhere.  A  quiet,  comfort- 
able room.  With  double  drapes. 
Convenient  desk  space. 
Bigger  beds.  Just  call  the 
Howard  Johnson's 
Motor  Lodge  nearest  you 
for  a  confirmed  reservation 
at  any  of  our  460  locations. 

Someone  you  know, 
wherever  you  go. 
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MOTOR  LODGES  t  RESTAURANTS 


Kcutive 
idei)tial 
lans 

$1500to$8500 

• 
A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

Seferences: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  Writ© 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 
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Industrial  Credit  Plan,  lnc» 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 


The  Money  Men 


has  to  rest  on  dividends.  That's 
what  Samuel  Insull  found  out  and 
what  our  founder,  Mr.  Chandler, 
found  out  too.  Having  studied  the 
history  of  lU,  I  found  it  out  with- 
out having  to  touch  the  hot  stove. 
Mr.  Ling  didn't  find  it  out.  When 
the  debt's  in  tlie  subsidiary,  it's 
right  where  the  cash  flow  is;  you 
can  use  that  company's  deprecia- 
tion to  pay  the  interest.  But  when 
the  debt's  up  top,  you've  got  to 
produce  earnings  to  service  it." 

Fascinating,  we  said,  but  get- 
ting dowTQ  to  brass  tacks,  give  some 
examples  of  how  owning  all  of  a 
business  made  it  easy  to  sell. 

"Well,  General  Waterworks,  one 
of  our  subsidiaries,  started  in  the 
telephone  business  in  1944,  mainly 
in  the  Middle  West,  and  even- 
tually had  about  $8  million  in- 
vested in  telephone  properties.  But 
only  the  equity:  They  were  all  fi- 
nanced independently.  The  second 
visit  I  ever  made  with  Howard 
Butcher— the  first  was  to  the  lU 
board  meeting  in  September  1959 
so  they  could  hire  me— was  right 
after  that  meeting  when  -we  went 
to  call  on  Mr.  Wohlstetter,  who 
then  was  beginning  to  build  what  is 
now  Continental  Telephone. 

"Mr.  Wohlstetter  allowed  as  how 
he  would  like  to  buy  Mr.  Butcher's 
telephone  company.  Mr.  Butcher 
allowed  as  how  anything  he  had 
was  for  sale— at  a  price.  Sometime 
in  1966  we  sold  those  telephone 
properties  with  just  one  stroke  of 
the  pen  for  $50  million." 

Very  profitable,  we  agreed,  but 
how  does  a  seven-year  negotiation 
illustrate  ease  of  disposal? 

"The  only  reason  for  the  long 
negotiation,"  said  Seabrook,  "was 
getting  together  on  the  price.  But 
once  that  was  decided,  we  just 
signed  over  the  certificates. 

"A  recent  example  is  our  tele- 
phone answering  service,  finally 
sold  to  Western  Union  Internation- 
al. Again,  we  had  a  long  period 
when  we  were  offering  the  busi- 
ness because  we  wanted  a  high 
price.  But  once  we  closed  on  the 
price,  bingo!  We  could  transfer  the 
property  with  no  problem." 

Given  this  outlook,  it  comes  as 
something  of  a  surprise  to  realize 
that  a  hefty  37%  of  lU's  assets  are 
in  two  companies,  Hawaii's  C. 
Brewer  &  Co.  and  Canadian  Utili- 
ties Ltd.,  in  which  lU  holds  54% 
and  86%,  respectively,  of  the  stock. 
Simple,   says    Seabrook.    Both   are 


special  cases  where  lU  needs  sup- 
port from  local  shareholders. 

They  are  still  pretty  big  excep- 
tions, we  remarked.  But  assuming 
Seabrook  really  beUeves  in  the  prin- 
ciple of .  100%  ownership  of  well- 
packaged  units,  isn't  that  basically 
an  antisynergistic  approach? 

"Very  definitely.  I  believe  that 
far  more  trouble  comes  from  trying 
to  integrate  things  than  from  keep- 
ing them  nicely  compartmented. 
The  chief  executives  of  oiu:  busi- 
nesses have  wide  independence- 
far  more,  in  fact  than  a  man  who's 
running  a  public  company,  be- 
cause they  don't  have  the  problem 
of  raising  funds." 

Which  quite  logically,  we 
thought,  raised  the  question  of  how 
Stockholder  Seabrook  reinvested 
his  funds— the  concept  of  trans- 
ferable cash  flow.  Where  did  he 
first  run  into  the  idea? 

At  Seabrook  Farms,  he  respond- 
ed, the  19,000-acre  tract  his  fam- 
ily once  owned  in  southern  New 
Jersey.  "In  my  grandfather's  day  it 
was  a  producing  business,  though 
he  slightly  integrated  it  toward  the 
market  by  packaging  fresh  things. 
But  he  sold  through  commission 
merchants.  In  fact,  the  commission 
merchants  were  the  beginning  of 
White,  Weld;  Mr.  White  was  his 
commission  merchant.  Lots  of  Wall 
Street  firms  started  in  the  grocery 
business— like  Goldman  Sachs, 
Seligman,  lots  of  them. 

"My  father  felt  that  fresh  pro- 
duce was  too  cyclical,  so  he  moved 
into  processing,  originally  canning 
and  then  freezing.  But  he  didn't 
take  the  next  step,  into  marketing. 
We  came  out  of  World  War  II  as 
the  preeminent  private  label  pack- 
er, supplying  primarily  Birds  Eye. 

"But  Birds  Eye  realized  they 
were  just  middlemen,  and  during 
price-control  periods  middlemen 
get  squeezed  terribly.  So  they  be- 
gan to  integrate  back  into  process- 
ing. That  should  have  been  the 
handwriting  on  the  wall  for  us,  but 
it  wasn't.  My  father  and  I  parted 
company  really  over  that,  about 
1950.  Eventually  I  came  back,  real- 
ly as  a  representative  of  the  banks, 
to  integrate  into  marketing. 

"Now,  we  were  desperately  short 
of  money,  and  I  needed  large  sums 
to  mount  a  marketing  program,  and 
I  couldn't  get  it  on  the  outside.  So 
I  reahzed  that  here  you  liad  a  busi- 
ness compartmentalized  into  land- 
owning,   growing,   processing   and 
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"Whaddaya  mean  Talcott  factoring  can't  help  me? 
I'm  a  young  company,  aren't  I?" 


He's  right.  If  you  think  Talcott  factoring  is 
only  for  big  companies  or  certain  indus- 
tries—think again.  It's  especially  effective 
for  the  problems  of  young  companies  in 
virtually  any  field.  Here's  how  it  works: 
We  take  on  your  credit-checking,  ledger-' 
jng  and  collection  responsibilities.  In 
addition,  we  assume  full  credit  risk  and 
make  immediate  cash  advances  against 
receivables.  With  those  bookkeeping 


details  out  of  the  way  and  the  advancement 
of  the  money  you  need  — you  can  get  down 
to  growing  bigger  and  stronger.  Talcott 
factoring— you'll  find  growing  firms  using 
it  all  over  the  United  States  and  in  Europe. 
Send  for  our  booklet  on  factoring. 
It  has  all  the  answers. 

The  growth  factor. . .  for  companies 
that  want  to  grow  bigger 


JAMES  TALCOTT  FACTORS  •  Division  of  James  Talcott,  Inc.  •  Founded  1854 

Maturity  •  Conventional  •  Non-Notification  •  Export  &  Import  •  Factoring  Services  &  Financing 

1290  Avenue  of  the  Americas,  New  York,  N.Y.  10019  •  (212)  956-3024  •  1600  First  National  Bank  Tower,  Atlanta,  Ga.  30303  •  (404)  524-6961 

One  Wilshire  Building,  Los  Angeles,  Calif.  90017  •  (213)  628-9718 


Detroit  had  a  problem. 

So  Republic  solved  it  with 

a  brand  new  steel. 


i 


The  auto  industry  needed  a  new  steel. 

It  had  to  be  strong.  It  had 
to  be  formable.  And,  at  the  same 
time,  it  had  to  be  economical. 

Because  it  was  needed  for  mass- 
produced  parts.  Like  this  engine  mounting 
bracket.  Bumpers.  Car  and  truck  frame 
members  and  other  complex  high  strength  parts. 

Republic  responded  with  MAXI-FORM  50?  A  new 
steel  tough  enough  to  meet  or  beat  Detroit's  requirements. 

A  new  steel  with  a  minimum  yield  strength  of  50,000  psi. 
Yet  so  formable  that  it  bends  to  a  radius  of  one  thickness  or  less. 

A  new  steel  whose  behavior  is  almost  totally  unaffected  by  its 
rolling  direction. 

And  whose  combined  toughness  and  formability  are  substantially 
greater  than  conventional  high  strength  low  alloy  steel  of  identical  strength. 

But  most  important,  a  new  steel  developed  to  solve  today's  problems. 

Companies  that  need  a  new  steel  need  the  new  steel  company.  The 
one  that's  got  a  whole  new  way  of  thinking  and  a  whole  new  philosophy. 

Keep  up  with  developments  at  the  new  steel  company. 
Write  Republic  Steel  Corporation,  PO  Box  6778,  Cleveland  OH  44101. 


New  developments  from  the  new  steel  company. 

Ropublicsteel 


*A  trademark  of  Republic  Steel  Corporation, 


The  Money  Men 


marketing.  I  could  mine  some  of 
those  early  operations  for  cash— my 
transferrable  cash  flow— so  I  began 
to  run  my  farming  and  processing 
operations  as  a  cash  cow  to  finance 
the  marketing  program.  It  taught 
me  that  there  are  two  ways  to  dis- 
invest:  You  can  sell  off  assets,  or 
you  can  just  not  make  new  invest- 
ment in  certain  assets." 

Seabrook  makes  it  plain  that 
"new"  investment  includes  depre- 
ciation flow:  "Our  managers  can't 
reinvest  their  depreciation  without 
a  conscious  decision  on  our  part. 
Said  narrowly,  that  makes  you 
sound  like  a  money-grubbing,  ir- 
responsible person.  But  goddamit, 
if  you're  going  to  run  a  lot  of  busi- 
nesses, you'd  better  be  clear  wheth- 
er you  want  to  be  in  them." 

But  where,  we  persisted,  are  you 
disinvesting  and  reinvesting? 

"In  Canada,  we  are  disinvesting 
in  gas,  because  we  have  Alberta 
covered  with  pipelines.  But  we're 
investing  heavily  in  electric  generat- 
ing capacity,  because  all  that  oil 
up  north  is  being  pumped  by  elec- 
tricity. Some  parts  of  Ryder-P.I.E. 
we're  able  to  take  heavy  dividends 
out  of;  but  we'll  double  the  num- 
ber of  P.I.E.  terminals  by  1975." 

Are  you  disinvesting  in  shipping? 
we  asked.  Can  you  keep  on  making 
15%  to  20%  pretax  on  revenues? 

"Everybody's  been  predicting  the 
demise  of  the  shipping  business 
since  it  started.  I  don't  expect  our 
shipping  group  to  keep  showing 
30%  and  40%  earnings  increases,  be- 
cause we're  not  adding  substantial 
capacity,  and  we  won't  until  the 
LNG  tankers  come  on  line  in  '75 
and  '76.  But  our  shipping  earnings 
are  not  going  to  decline." 

So,  in  spite  of  all  the  talk,  we 
persisted,  you  don't  have  any  trou- 
ble justifying  your  continuing  con- 
centration on  shipping? 

"Not  at  all.  I  said  our  earnings 
weren't  going  to  decline.  People 
don't  pay  enough  attention  to  re- 
turn oi>  equity.  They  earn  1%  or 
6%  or  5%  on  equity,  and  yet  they 
brag  about  growing  at  12%  and 
15%.  Of  course,  what  they're  do- 
ing is  pouring  money  down  a  rat- 
liole;  they  can  never  get  that  mon- 
ey out.  The  whole  point  to  focusing 
on  reinvestment  rates  is  to  be  sure 
you  don'r  do  that.  Othenvise  the 
end  result  is  simple:  Just  read  the 
annual  reports  of  RCA,  or  Boise 
Cascade,  or  Litton.  Talk  about  ter- 
rible things:  I  think  this  is  a  fraud 
on  the  stockholders."  ■ 


.et  s  Make  it 
Together 


Every  day  thousands  of  beds  are  made  in  Ramada  Inn  rooms.  Profits 
too.  In  fact  over  13,000,000  guests  bedded  down  with  us  last  year. 

But  beds  are  only  a  part  of  «■  total  customer  package  you  can  offer 
with  your  own  licensed  Rampda  Inn.  Most  Ramada  Inns  include  a 

restaurant,  fotinge,  pool,  meeting  facilities,  public  areas  and  auxiliary 
^  .,^3(Vi&ryice$.  A  total  packntge  designed  to  capitalize  on  profit 
potential  from  a  dynamic,  growing  travel  market. 

A  successful,  rapid  growth  chain  like  Ramada 

ts  made  up  of  professionals.  Let's  get   ^^^^^^^ 
together  so  you  can  see  what  we're  ^^^Hi^H    '  v 
made  of.  Write  today  for  information  and 
learn  how  we  can  n\aK>^  it  together: 

RAMADA  INNS 

FRANCHISE  DIVISION 

P.O.  Box  1632  Dept,    F-10 
Phoenix,  Arlzoila  8S001 


A  free  look  at  the  best 
industrial  buildings  available  in 
Georgia.  Photos,  specs  and  all. 


Suppose  youVe 
read  our  free  1972 
Industrial  Sur- 
vey and  you Ve 
got  a  pretty  good 
idea  that  Georgia  could 
be  the  perfect  location  for 
your  next  facility. 

The  next  step  is 
easy. 

Give  us  a  call  at 
404-656-3599  or 
send  us  the  coupon. 

We'll  send  you  an 


up  to  the 
minute  portfolio 
of  the  most 
^   desirable  industrial 
buildings  available 
in  Georgia.  Photos, 
dimensions,  costs  and  all. 

I  Georgia  Department  of  Industry  &  Trade 
Industry  Division.  Dept.  FB-3.  P.O.  Box  38097. 
Atlanta.  Georgia  30334. 

U  Please  send  me  your  buildings  portfolio. 

I    □  Please  also  send  me  your  1972  Industrial  Survey. 

•  Name Title 
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On-The-Job  Training 

Zayre  Corp.  built  the  country's  second-largest  discount  empire 
while  it  learned  the  business.  But  that  was  in  a  different  time. 


Main  Street  was  no  place  to  be  in 

1955.  At  least  not  if  you  were  in  the 
retail  apparel  business.  That's  where 
brothers  Max  and  Morris  Feldberg 
had  their  then  36-year-old  family  ap- 
parel stores— on  the  main  streets  of 
New  England  cities.  They  were  being 
clobbered  by  discount  competitors  and 
by  loss  of  customers  to  the  suburbs. 
The  future  of  the  $l5-million  business 
was  grim.  In  fact,  in  the  words  of 
Max's  48-year-oId  son  Stanley:  "We 
were  sinking  fast."  The  Feldbergs  are 
very  much  still  afloat.  Their  Zayre  dis- 
count stores  rang  up  $800  million  in 
sales  last  year,  second  only  to  S.S. 
Kresge  as  discounters.  The  family's 
stock  in  the  company  had  a  recent 
market  value  of  nearly  $50  million. 

Over  the  past  five  years  Zayre  has 
averaged  about  17%  on  stockholders' 
equity,  just  a  shade  under  chief  com- 
petitor Kresge's;  sales  have  gro\vn  at 
some  18%  a  year.  There  are  217  Zayre 
stores,  mostly  in  the  eastern  U.S. 

The  first  Zayre  store  was  built  in 

1956,  six  years  before  Kresge's  first  K 
mart.  Dapper  Stanley  Feldberg,  now 
president,  asserts  that  these  were  the 
first  discount  stores  planned  and  built 
from  the  ground  up  (his  father,  Max, 
is  now  chairman;  Morris  died  three 
years  ago). 

Those  were  the  days  when  you  got 
into  discounting  on  a  shoestring.  Says 
Executive  Vice  President  Sumner 
Feldberg,  48,  Stanley's  cousin:  "We 
found  it  took  only  about  $70,000  of 
working  capital  in  those  days  to  open 
a  new  store.  So  all  we  had  to  do  was 
get  together  with  a  real  estate  de- 
veloper." The  Feldbergs  knew  nothing 
about  retailing  hard  goods,  but  that 
didn't  stop  them.  They  leased  those 
department"?  to  others  and  confined 
their  own  eff^orts  to  apparel  while  they 
learned  how  to  merchandise  hard 
goods.  In  the  early  days,  leased  sales 
were  some  33%  of  Zayre's  total  sales. 
Today,  as  Zayre  has  taken  over  those 
departments   itself,   those   sales   have 


Up  &  Up.  Zayre's  founding 
Feldbergs  started  with 
hosiery  in  1919,  moved  on  up 
into     broad-line     discounting. 


fallen  to  under  10%  of  that  total 
(Zayre's  $800-million  sales  figure  ex- 
cludes leased  department  sales). 

The  company  moved  quickly  out  of 
the  relatively  slow-growing  New  En- 
gland area.  By  1962,  when  K  mart's 
first  store  was  opened,  Zayre  had  47 
stores  in  the  Southeast  and  Midwest- 
including  the  Miami  area,  Atlanta 
and  Chicago. 

They  had  their  growing  pains.  For 
one  thing,  they  didn't  know  much 
about  sizing  their  stores  and,  Sumner 
admits,  sometimes  over-sized  them. 
Zayre  settled  about  two  years  ago  on 
five  prototype  sizes  ( Kresge  settled  on 


two  sizes  early  in  the  game  and  only 
recently  added  a  third). 

But,  alas,  every  successful  formula 
runs  its  course,  and  in  the  past  three 
years,  Zayre  has  been  hard  hit  by 
rising  costs  and  the  recession.  "We 
got  fat,"  Sumner  confesses,  and  costs, 
particularly  shrinkage,  started  to  get 
out  of  hand.  Shrinkage  is  the  retail 
industry's  euphemism  for  customer 
and  employee  theft.  Result:  Zayre's 
pretax  margins  fell. 

In  the  mid-Sixties,  Zayre's  operat- 
ing profit  margins  were  not  far  be- 
hind Kresge's,  but  since  1969,  the  two 
have  diverged  sharply.  In  fiscal  1971 
Zayre  showed  only  4.4  cents  on  the 
sales  dollar  to  Kresge's  7  cents.  Thus, 
while  Zayre's  sales  soared  from  under 
$500  million  in  1968  to  $800  million 
last  year,  net  income  increased  only 
by  a  paper-thin  $500,000. 

Over  the  past  two  year  Zayre's  sales 
growth  has  come  entirely  from  new 
stores,  while  sales  in  existing  stores 
have  been  flat.  A  discount  store's 
greatest  growth,  Sumner  notes,  is  in 
its  first  three  years  (if  unexpected 
competition  doesn't  upset  the  time- 
table). About  40%  of  Zayre's  stores 
have  been  built  in  the  past  four  years, 
but  they  simply  are  not  performing 
according  to  timetable.  From  here  on, 
better  profits  will  depend  in  large  part 
on  higher  sales  in  the  same  stores. 
And  Zayre  hasn't  proved  it  can  get  it. 

True,  it  will  be  taking  over  more 
higher  margin  leased  departments, 
like  the  43  shoe  departments  it  will 
operate  starting  next  January.  But 
with  less  than  10%  of  sales  still  in 
leased  departments,  Zayre  can  go  only 
so  far  in  this  direction. 

In  the  meantime,  competitors  like 
Kresge  and  W.T.  Grant  are  adding 
new  stores  at  a  furious  pace.  Those 
two  this  year  will  build  181  new 
stores,  compared  with  Zayre's  31.  Kres- 
ge built  its  first  K  mart  in  Zayre's  New 
England  heartland  just  last  year. 

Zayre  has  another  potential  prob- 
lem. Even  counting  convertible  de- 
bentures as  equity,  it  has  under  $100 
million  in  equity  capital  as  against, 
say,  Kresge's  $500  million,  and  Zayre's 
debt  ratio  is  already  50%  as  compared 
with  Kresge's  20%. 

With  a  stronger  economy,  Zayre  is 
doing  better  this  year.  For  the  first 
six  months  it  earned  62  cents  a  share, 
vs.  46  cents  last  year.  But  times  have 
changed  since  the  Foldborgs  first 
branched  out  from  Main  Street  and, 
so,  Zayre's  days  of  fast,  easy  growth 
are  almost  certainly  over.  ■ 
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Improved  Machinery  Co.  part  of  Ingersoll-Rand 


ngersoll-Rand- first  to  put  pollution  fighting 
)n  wheels. 


:]BUY 
DRENT 
:i  LEASE 
:i  FINANCE 
hrough  I  RFC 


Our  lakes  and  rivers  have  been  in  trouble  for  some  time.  Dis- 
solved chemicals  and  suspended  particles  kill  off  marine  life 
directly  or  by  oxygen  starvation.  Industries  and  municipalities 
are  well  aware  of  this,  and  are  making  a  big  effort  to  give  our 
waterways  a  new  lease  on  life. 

To  help  them  do  this,  our  subsidiary.  Improved  Machinery  Inc. 
put  pollution  fighting  on  wheels.  Since  1970,  the  IMPCO  mobile 
demonstration  and  testing  unit  has  visited  mills  across  the  na- 
tion, helping  them  by  recommending  the  proper  equipment  for 
removing  and  thickening  solid  particles. 

As  a  pioneer  in  recovery  and  recycling  systems  that  process 
millions  of  gallons  of  effluent  each  day,  IMPCO  has  already  done 
much  to  help  clean  up  the  nation's  waterways.  For  information, 
write  to  Ingersoll-Rand,  Dept.  FF-20,  Woodcliff  Lake,  N.J.  07675. 


1971-2071 
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CENTURY! 


Not  only  is  Tenneco  Oil  active  in  exploration 
and  drilling  operations  in  many  distant  lands, 
,  but  also  at  many  places  in  the  U.S.  such  as 
this  remote  site  in  Wyoming. 


Inside  this  charming  residential  cottage  is 
a  gas  meter  station,  one  way  we  build  our 
facilities  to  blend  with  the  environment. 
It's  part  of  Tenneco's  natural  gas  pipeline 
system,  the  largest  in  the  nation. 
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Our  Packaging  Corporation  of  America  is  using  this  unique  I 
and  effective  way  to  fight  forest  fires.  In  association  with       ! 
others,  we  employ  a  custom-designed  aircraft  that  scoops    [ 
a  water  "bomb"  from  a  nearby  lake  or  river,  speeds  it  to  the 
head  of  a  fire  and  drops  it  in  a  pattern  70  feet  wide  and 
700  feet  long. 


With  America's  need  to  build  I 

or  re-build  entire  cities,  the  - 

market  for  our  J  I  Case  ' 

construction  equipment,  like  r 

the  880  excavator  (shown),     , 

will  continue  to  increase,  ^y 


Chemicals  can  be  fun!  At  lepst 

when  they're  Playshapes 
created  from  Tenneco 
Chemical's  urethane  foam, 
one  of  the  fast  growing  areas 
in  plastics. 


v<r.V.fr. 


Getting  Sun  Giant"''  premium 
''  ,  fruits  and  vegetables  to  you 
f\  at  the  peak  of  freshness  is  the 
'■•y^_  idea  behind  Heggblade- 
1  '•'  Marguleas-Tenneco's  new 
'v  $6  million  packing  and 
lA  shipping  facility  in 
"".  Bakersfield,  California. 


^K>  i 


Building  complex 

:ommunications/command  ships 

like  the  U.S.S.  Mt.  Whitney 

takes  facilities  like  our 

Newport  News  Shipbuilding 

—one  of  the  world's  most 

sophisticated  yards. 


Future  auto  mufflers  will  help  control  air  pollution 
as  well  as  noise  pollution.  One  of  the  most  promising 
is  the  catalytic  type  our  Walker  K^anufacturing  is 
developing  to  meet  mid-70*s  standards. 


.•4 


Since  the  Autumn  of  47, 

100  seasons  have  come  and  gone. 

And  Tenneco  has  paid 
a  dividend  in  every  one. 


We  paid  our  first  cash  dividend  on 
common  stock  25  years  ago. 

This  September  1 2th,  we  paid 
our  1 00th.  In  ail  the  years  in  between, 
we  never  missed  a  quarter. 

That's  what  we  call  consistency. 
Like  the  team  that  scores  a  touchdown 
every  quarter  it  plays  for  25  games  in 
a  row.  We  achieved  this  constant  pattern 
of  profitability  because  we  started  our 
growth  with  basics.  And  then  built  upon 
them.  Solidly.  Steadily. 

We  began  by  building  a  natural 
gas  pipeline  from  the  Texas  Gulf  Coast 
to  the  Eastern  Seaboard.  Today ,Jhat 
pipeline  has  grown  into  the  world's 
largest,  supplying  utilities  in  25  states. 

We  then  expanded  into  petroleum, 
and  our  oil  company  now  explores  for, 
produces  and  markets  oil,  gas  and  their 
products  worldwide. 

Our  chemical  company  produces 
hundreds  of  products  in  the  U.S.  and 
abroad, jncluding  intermediates 


and  naval  stores,  foams  and  plastics, 
inks  and  colorants. 

In  packaging,  we  start  with  the 
forest  and  end  in  the  marketplace. 
Everything  from  workaday  brown  boxes 
to  the  colorful  cartons  sparkling  on 
supermarket  shelves. 

The  products  of  our  manufacturing 
division  include  construction  and  farm 
machinery,  auto  exhaust  systems  and  the 
most  complex  ships  afloat. 

In  agriculture  and  land  develop- 
ment, we  process  and  market  premium 
quality  fresh  fruits  and  vegetables  and 
build  large-scale  real  estate  projects. 

As  we  pay  our  1 00th  consecutive 
quarterly  dividend  to  nearly  a  quarter- 
million  shareholders,  Tenneco  is  a 
multi-industry  company  with  assets 
approaching  five  billion  dollars. 

And  it's  really  justa  beginning, 
because  at  Tenneco  we've  still  got  a 
lotof  buildingtodo.  Tenneco  Inc., 
Houston,  Texas  77001 . 


BUILDING  BUSINESSES  IS  OUR  BUSINESS. 


Decline  &  Fall 

Argentina  has  been  reduced  to  near  chaos  by  a  combination 
that  is  becoming  increasingly  familiar  to  Americans.-  unre- 
strained wage  increases  and  uncontrolled  government  spending. 


Americans,  being  Americans,  are  in- 
clined to  think  in  terms  of  growth  and 
progress.  But  an  economy  can  go  into 
a  long-term  decline  as  well  as  ad- 
vance; it  can  deteriorate  almost  be- 
yond hope.  That  is  what  seems  to  be 
happening  in  Argentina,  a  once-rich 
country  with  a  developed  industrial 
base  and  a  highly  skilled  labor  force, 
a  country  that  once  hoped  to  beat 
out  the  U.S.  for  leadership  of  the 
Western  world. 

Argentina  today  is  in  serious  trou- 
ble. And  the  same  problems,  as  the 
following  interview    (p.   79)    bluntly 


declares,  could  develop  in  the  U.S. 

Time  and  again  since  the  overthrow 
of  dictator  Juan  Peron,  Argentina  has 
tried  to  check  its  raging  inflation. 
Each  time  it  has  merely  slowed  it. 
Today  inflation  spirals  on  at  an  an-- 
nual  rate  of  50%  to  75%.  Argentina's 
central  bank  reserves  are  close  to  the 
vanishing  point;  over  the  past  two 
years  they've  sunk  from  $707  million 
to  a  recent  $174  million.  Its  budget 
is  even  more  out  of  balance  than  the 
U.S.  budget,  with  borrowing  account- 
ing for  one-third  of  all  federal  spend- 
ing.   Nor    can    the    budget    be    cut: 


Much  of  it  goes  to  support  a  swollen 
bureaucracy,  a  ridiculously  over- 
staffed railway  system  and  all  man- 
ner of.  social  services.  Cut  back  on 
this  spending?  The  last  time  the  gov- 
ernment tried,  the  workers  rioted  in 
the  streets  and  the  government  fell. 

In  this  setting,  who  wants  to  put 
new  capital  into  Argentina?  Standard 
Oil  (N.J.)  has  cancelled  a  $50-mil- 
lion  refinery,  Dow  Chemical,  a  $100- 
million  complex,  and  Cities  Service  has 
backed  off  from  a  $300-million  cop- 
per mining  venture. 

Why  is  Argentina  unable  to 
achieve  a  lasting  economic  recovery? 
Consider,  for  example,  the  assets  it 
has  to  work  with.  No  other  South 
American  country  can  match  its  ex- 
tensive transportation  system  or  its 
highly  developed  communication  sys- 
tem. Its  agricultural  riches  rival  our 
own.  Extensive  oil  and  mineral  re- 
serves remain  largely  untapped.  Its 
8-million-man  labor  pool  is  perhaps 
the  most  highly  skilled  in  South  Amer- 
ica. It  is  also,  in  spite  of  inflation, 
cheap  labor;  inflation  has  continually 
outpaced  wage  hikes.  Argentina's  91% 
literacy  rate  is  one  of  the  world's  high- 
est. Its  population,  almost  entirely  of 
European  origin,  is  the  most  homo- 
geneous on  the  Continent.  And  its 
middle  class  is  as  large  and  urbanized 
as  that  of  most  European  nations. 


Cordobazo.  That,  say  Potienos, 
citizens  of  sophisticated  Buenos 
Aires  (above),  is  what  happens 
with  all  economic  solutions.  Under 
General  Juan  Carlos  Ongania,  Ar- 
gentina had  reduced  inflation  to 
iust  6.9%  by  1 969  with  rigid  wage 
controls  and  stiff  monetary  policies. 
But  in  Cordoba  that  year,  labor 
fascists  and  student  leftists  took 
to  the  streets  (right),  toppling  the 
regime.  Today  inflation  is  at  70 '/o. 
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The  leader  in  computer  graphics 

has  never  made 
a  low  cost  COM  System, 

The  v^ait  ^vas  ^vorth  it. 


Until  now,  most  of  the 
makers  of  low  cost  COM 
printers  have  been  film 
manufacturers,  companies 
that  don't  know  software, 
and  small  companies  that 
couldn't  service  what  they 
made. 

€alComp  had  not 
made  a  low  cost  system. 

We  were  too  busy 
perfecting  our  1675.  We 
think  it  is  now  the  finest 
plotter/printer  in  the  world. 

Our  experience  with 
the  1675  COM  System  now 
enables  us  to  make  this 
remarkable  2100  COM 
Printer. 


It  leases  for  a  base 
monthly  price  of  $888. 

And  it  earns  its  keep.  It 
prints  ten  to  fifteen  times  as 
fast  as  the  printer  it's 
designed  to  replace.  (The 
IBM  1403.)  It  works  on  line. 
Or  off  line. 

It's  compatible  with 
IBM  360  and  370  computers. 

It  prints  in  four  basic 
formats.  Push  button 
control  selects  them. 

And  like  all  our 
equipment,  the  CalComp 
2100  COM  Printer  is 
serviced  by  52  sales  and 
service  offices  around  the 
world. 

®00<d®€iO 


The  wait  was  worth  it. 

Call  your  local  CalComp 
office,  or  contact  California 
Computer  Products,  Inc.,  FB- 
10-72,  2411  West  La Palma  Ave. 
Anaheim,  California  92801. 
(714)  821-2011. 


Questions  for  presidents 

considering 

a  computer  installation 


Here  are  several  important  questions  to  consider  in 
the  planning  of  a  major  data-processing  center. 

•  Will  the  choice  of  location  for  the  center  best  serve 
our  interest— immediately  as  well  as  in  the  future? 

•  Will  the  layout  produce  the  most  efficient  inter- 
department  work  flow? 

•  Will  the  plan  permit  maximum  internal  flexibility 
for  adding  and  rearranging  peripheral  equipment? 

•  Will  there  be  adequate  provisions  for  facility  expan- 
sion to  accommodate  additional  "hardware"  and  staff? 

•  Will  the  center  have  built-in  operational  reliability? 

•  Will  it  have  safety  features  to  protect  the  equipment 
as  well  as  our  service  commitments? 

•  Will  it  have  provisions  for  maintaining  information 
security? 

•  Will  the  working  environment  attract  and  hold  skilled 
personnel? 

•  Will  the  planning,  design,  and  construction  of  the 
facilities  be  handled  so  as  to  assure  onschedule  and 
within  budget  completion? 

•  Do  we  have  the  internal  resources  to  assure  satis- 
factory answers  to  these  questions? 

An  Austin  facility  analysis  can  help  you  determine 
answers  to  these  questions.  It's  one  of  seven  Austin 
engineering-economic-consulting  services,  which  are  an 
important  initial  step  in  a  systems  approach  to  develop- 
ment of  optimum  solutions  to  plant  facility  problems. 

For  further  information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 
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This  is  the  same  country  whose 
economic  growth  rate  was  second  on- 
ly to  that  of  the  U.S.  for  most  of  the 
period  from  1880  to  1930.  The  same 
country  that  once  ranked  as  the 
world's  sixth-richest  nation. 

There  are  plenty  of  intelligent  Ar- 
gentines who  can  explain  the  prob- 
lems. Listen,  for  example,  to  newspa- 
per publisher  Roberto  Alemann,  for- 
merly Minister  of  Economy  under 
President  Frondizi: 

"The  first  cause  of  our  inflation," 
he  says,  "which  I  guess  is  a  world 
record  at  the  moment,  with  the  possi- 
ble exception  of  Cambodia,  is  massive 
increases  in  wages  decreed  by  the 
government.  I  mean  30%  or  40%  or 
more  a  year  covering  the  entire  work- 
ing class,  including  government  work- 
ers. Second,  a  large  budget  deficit. 
And  third,  a  very  expansive  fiscal  pol- 
icy when  the  very  reverse  is  needed." 

Is  Knowledge  Power? 

There  are  also  plenty  of  Argentines 
who  know  the  standard  economic  so- 
lutions to  such  problems.  And  why 
those  solutions  won't  work.  Cayetano 
A.  Licciardo,  an  accountant  by  train- 
ing, is  currently  Argentina's  Minister 
of  Treasury  &  Finance.  Says  he:  "To 
solve  these  problems  we  should  freeze 
wages,  devalue  our  currency,  impose 
strong  and  hard  restrictions  on  the 
expansion  of  loans,  and  balance  our 
budget.  If  we  do  all  that  we  get  eco- 
nomic stability." 

So  why  not  do  it?  "If  we  did,  half 
the  Argentines  would  be  dead!" 

What  Licciardo  means,  of  course, 
is  that  the  burden  of  restrictive  mea- 
sures like  these  would  fall  heaviest  on 
labor.  And  ever  since  Juan  Peron  took 
refuge  on  a  Paraguayan  gunboat  one 
rainy  night  in  1955  with  half  the  Ar- 
gentine army  at  his  heels,  labor  has 
been  a  fateful  stumbling  block  for 
any  government,  military  or  otherwise. 
Peron,  remember,  was  a  dictator  who 
dictated  on  behalf  of  the  working 
class,  not  the  upper  and  middle  class- 
es. Workers  still  insist  on  the  unrealis- 
tic wage  increases  he  accustomed 
them  to.  The  Argentine  worker  is  not 
fundamentally  democratic.  He  is  a 
real  or  potential  fascist. 

So,  according  to  some  economists, 
their  country's  first  great  mistake  was 
to  ignore  the  legitimate  grievances  of 
labor  until  it  erupted— not  into  social- 
ism but  into  Peronistic  fascism. 

The  second  great  mistake,  they  say, 
was  statism.  Argentina  made  enor- 
mous profits  selling  food  to  wartime 
Europe,  especially  Britain.  After  the 
war,  when  Argentina  was  paid.  Pe- 
rdu spent  the  pounds  not  to  shore  up 
Argentina's  inflated  currency  but  to 
buy  the  rundown  English-owned  rail- 
way system,  the  tramways,  the  tele- 
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You 
read  the  newest 

electronic  medium 

daily. 

Newspapers. 


When's  the  last  time  you  saw  a  newspaper  being 
published?  If  it  was  when  your  sixth  grade  class 
toured  a  composing  room,  then  you'd  probably 
never  recognize  the  place  today. 

What's  different? 

Computers  helping  set  type,  photographically. 
Video  typewriters  that  move  stories  from  reporter 
to  editor  to  photo  composer — with  the  touch  of  a 
button,  at  the  speed  of  light.  Sophisticated  elec- 
tronic equipment  that  lets  editors  make  correc- 
tions, additions  or  deletions — on  a  desk  top  TV 
screen.  High  speed  presses  that  print  the  news 
faster,  sharper,  making  our  newspapers  more 
readable  than  ever  before. 

Last  year  alone,  Gannett  invested  more  than 
$17  million  to  modernize  facilities.  Behind  every 
cent  there  was  just  one  reason :  A  better  newspa- 
per, daily,  for  our  readers,  everywhere. 

With  the  addition  of  mod^n  facilities  and 
equipment,  our  people  are  freed  to  innovate,  to 


find  new  ways  to  even  further  improve  our  news- 
papers. 

We  insist  on  local  editors  and  publishers  calling 
the  shots  that  make  their  papers  right  for  their 
communities.  But  the  corporate  headquarters 
staff  is  there,  too,  helping  in  any  way  desired. 
From  production  specialists  who  help  determine 
the  electronic  needs  of  a  mid-sized  newspaper.  To 
marketing  experts  who  show  them  how  by  sharing 
group  secrets.  Plus  fiscal  management,  personnel 
services,  news.  And  more. 

Our  annual  report  tells  you  more  about  the  new 
electronic  media  we  call  newspapers,  how  Gan- 
nett helps  solve  technological  mysteries  by  work- 
ing directly  with  industry,  and  other  ways  we've 
found  to  make  it  big  in  mid-sized  markets.  Send 
for  your  copy.  It'sjnighty  interesting  reading. 

Gannett  Co.,  Inc., 
55  Exchange  St., 
Rcxrhester,  N.  Y.  neu 


Gannett 


CALIFORNIA  •  San  Bernardino  Evening  Telegram  •  San  Bernardino  Sun 

CONNECTICUT  •  Hartford  Tinnes 

FLORIDA  •  Cocoa  Today  •  Fort  Myers  News-Press  •  Melbourne  Times  •  Pensacola 

Journal  •  Pensacola  News  •  Titusville  Star-Advocate 

GUAM  •  Pacific  Daily  News  •  Pacific  Dateline 

HAWAII  ■  Honolulu  Star-Bulletin  ■  Sunday  Star-Bulletin  and  Advertiser 

IDAHO  •  Boise  Statesman 

ILLINOIS  •  Danville  Commercial-News  •  Rockford  Morning  Star  •  Rockford 

Register-Republic 

INDIANA  •  Lafayette  Journal  and  Courier  •  Marion  Chronicle-Tribune 

MICHIGAN  •  Battle  Creek  Enquirer  and  News  •  Lansing  State  Journal  •  Port  Huron 

Times  Herald 

NEW  JERSEY  •  Camden  Courier-Post  •  Plainfield  Courier-News 

NEW  YORK  •  Beacon  News  *  Binghamton  Evening  Press  ■  Binghamton  Sun-Bulletin 


•  Elmira  Star-Gazette  (Morning  &  Evening)  •  Saratoga  Springs  Saratogian  •  Ithaca 

Journal  •  Newburgh  Evening  News  ■  Niagara  Falls  Gazette  •  Rochester  Democrat 

and  Chronicle  *  Rochester  Times-Union  *  Utica  Daily  Press  ■  Utica  Observer-Dispatch 

PENNSYLVANIA  •  Chambersburg  Public  Opinion 

TENNESSEE  •  Nashville  Banner 

TEXAS  •  El  Paso  Times 

VERMONT  •  Burlington  Free  Press 

WASHINGTON  •  Bellingham  Herald  •  Olympia  Daily  Olympian 

WEST  VIRGINIA  •  Huntington  Herald-Dispatch  •  Huntington  Advertiser 

WESTCHESTER,  ROCKLAND  NEWSPAPERS  •  Mamaroneck,  NY.,  Daily  Times  • 
Mount  Vernon.  NY.,  Daily  Argus  •  New  Rochelle.  NY.,  Standard  Star  •  Nyack- 
Rockland.  NY..  Journal-News  •  Port  Chester.  NY.,  Daily  Item  •  farrytown.  NY., 
Daily  News  •  V7hite  Plains.  NY,  Reporter  Dispatch  •  Yonkers,  NY.,  Herald  States- 
man •  Ossining,  NY.,  Citizen-Register 


Somebody  likes  us,  still. 

The  most  recent  figures  on  advertising  revenues  for  news- 
papers are  in.  We've  done  it  again.  (We  being  the  daily 
newspapers  from  all  across  the  United  States,  not  just  the 
53  published  by  Gannett.)  For  July  alone,  ad  revenues 
in  daily  newspapers  increased  17%.  The  cumulative  in- 
crease was  14.2%  with  annual  revenues  at  a  very  healthy 
$6.8  billion.  Gains  came  in  all  categories — retail,  classified 
and  national.  Nobody  in  today's  economy  spends  good 
money  after  bad.  So,  we  have  to  conclude  that  newspapers 
must  be  doing  something  right.  They  are — for  our  readers 
and  our  advertisers! 


HAS 

\AORKERS 
WHO 
\AORK 


lowans  are  intelligent,  well- 
educated  and  take  a  midwest- 
ern  pride  in  their  work.  And 
they  add  value  to  the  prod- 
ucts they  make  —  over  $2,000 
more  value  annually,  per  work- 
er, than  the  national  average. 
For  information,  send  this 
coupon. 

Iowa  Development  Commission 
250  Jewett  Bidg.,  Dept.    Fb-1 0 
Des  Moines,  Iowa  50309 
Please   send   me   information   of 
industrial  opportunities  in  Iowa 

NAME 

PHONE 

FIRM 


ADDRESS 


CITY 


STATE 


ZIP 


SIOWQ 

a  place  to  grow 


After  He  Dies.  The 
"shirtless  ones"  the 
Peronisias,  still  obey 
Peron.  Still  worship 
the  sainted  Evita,  who 
died  20  years  ago. 
And  still  control  30% 
of  the  votes  in  Argen- 
tina,  by  far  the  largest 
bloc.  Will  Juan  Peron, 
now  76,  return  after 
the  March  elections? 
Politically  savvy  Ar- 
gentines scoff  at  the 
very  idea:  "He  is  a 
coward.  He  knows 
he'll  have  much  more 
influence  as  a  legend 
in  Madrid"  Why 
come  back  to  Buenos 
Aires  and  face  the 
havoc  his  Santa  Claus 
policies  have  caused? 


phone  system  and  the  electric  utihties. 

That  attitude  persists:  Today,  40% 
to  50%  of  the  economy  is  managed 
directly  by  the  government  in  such 
basic  industries  as  steel,  petroleum  and 
petrochemicals,  transportation,  util- 
ities, insurance  and  an  increasing 
number  of  banks.  Unlike  Western  Eu- 
ropean countries  whose  economies  are 
similarly  structured,  Argentine  state- 
run  operations  pay  no  taxes,  and  sev- 
eral run  large  deficits.  Over  time, 
many  have  become  a  disguised  form 
of  welfare.  The  railroads  alone  lose 
about  $100  million  a  year.  The  num- 
ber of  Argentine  railway  workers  per 
mile  of  track,  for  example,  is  about 
ten  times  the  number  employed  by 
our  own  overstaffed  railroads. 

Last  year  the  government  tried  to 
cut  the  deficit  with  higher  taxes— 
since  it  couldn't  do  it  by  spending 
less.  It  raised  taxes  on  its  exports,  in- 
cluding meat.  Argentine  cattlemen 
kept  a  large  portion  of  their  herd  off 
the  market.  Result:  the  loss  of  Argen- 
tina's usual  trade  surplus  upon  which 
it  relies  for  costly  machinery  imports. 

Long,  Hard  Road 

Is  there  any  hope?  Businessman 
Pedro  Real,  who  served  as  president 
of  the  Central  Bank  from  1967  to 
1969  during  its  most  recent  recovery, 
thinks  so.  "It's  very  difficult,"  he  says, 
"to  establish  harsh,  compulsory  mea- 
sures without  a  consensus  from  the 
population.  That  means  we  must  have 
the  support  of  the  Peronists.  General 
[Alejandro]  Lanusse  made  a  very 
important  speech  on  May  21  calling 
for  a  great  national  accord.  He  said 
we  must  be  through  once  and  for  all 


with  the  coup  d'etat  because  it  is  not 
possible  to  suffer  these  golpes  [coups] 
and  have  a  serious  country.  And  Ar- 
gentina is  a  serious  country.  So  he 
pledged  that  the  army  would  see  to  it 
that  there  would  be  elections  on  Mar. 
23  and  that  there  would  be  no  more 
coups.  Now  we  see  that  Peron  also 
speaks  of  a  Frente,  a  National  Front. 
The  same  idea  is  in  both  minds." 

Most  politically  wise  Argentines  be- 
lieve the  elections  will  take  place. 

There  are  other  hopeful  signs.  Ar- 
gentina's gross  national  product  man- 
aged to  grow  a  respectable  3.8%  last 
year,  and  in  the  first  quarter  of  this 
year  it  was  up  5.5%  over  1971's  first 
quarter,  thanks  largely  to  gains  in  the 
U.S. -dominated  manufacturing  sector 
and  hefty  public  works  spending. 
World  meat  prices  are  soaring,  foreign 
import  restrictions  on  Argentine  beef 
because  of  hoof  and  mouth  disease 
have  largely  been  lifted,  and  an  in- 
creasing number  of  Argentine  cattle 
are  coming  to  market.  The  Argentines, 
the  most  voracious  beef  eaters  in  the 
world,  have  even  submitted  quietly  to 
strict  rationing:  two  weeks  with  beef, 
two  weeks  without. 

Why,  Argentina  is  even  starting  to 
export  industrial  goods  to  the  U.S., 
they  say.  Some  $50  million  this  year. 

'The  basic  problem,  however,  re- 
mains. It  is  a  problem  of  trimming  Ar- 
gentine popular  expectations  to  the 
economic  realities.  Force  alone  prob- 
ably cannot  do  this.  It  can  only  come 
about  when  the  people  get  so  tired 
of  inflation  that  they  are  willing  to 
accept  a  possibly  lower  standard  of 
living  for  a  while  in  return  for  a  sta- 
ble and  growing  economy.   ■ 
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As  /  See  it 


''You  Are  Repeating  Our  Mistakes 


ff 


Who  says  it  can't  happen  here?  A  highly  regarded  Argentine  economist 
points  out  some  parallels  between  what  may  be  happening  in  the  U.S. 
now  and  what  has  already  happened  to  his  troubled  country.  Roberto 
Alemann  was  Minister  of  Economy  under  President  Frondizi  and,  from 
1962  to  1964,  ambassador  to  the  U.S.  Today,  under  General  Alejandro 
A.  Lanusse's  military  regime.  Dr.  Alemann  manages  the  family  news- 
paper, Argentinisches  Tageblatt,  feoches  at  the  University  of  Buenos 
Aires  and  does  consulting  work  for  a  consortium  of  Swiss  banks.  Ale- 
mann conceded  the  differences  between  the  two  societies.  It's  the  simi- 
larities  between    the    U.S.    and   Argentine   economies   that   worry   him. 


You  say  we  are  repeating  Argen- 
tina's mistakes.  Dr.  Alemann.  How? 

Alemann:  By  continuing  to  increase 
your  wages  at  a  much  faster  rate  than 
your  productivity  gains.  For  years  you 
managed  to  support  increases  in  real 
wages  of  2%  or  3%  a  year  with  an  in- 
flation of  just  2%  or  3%  a  year,  whicli 
is  tantamount  to  no  inflation  at  all.  But 
now  it  has  caught  up  with  you.  As  it 
did  with  us.  Now  your  increased  labor 
costs  are  going  right  into  increased 
prices,  not  increased  real  wages.  Now 
you  are  becoming  used  to  the  same 
mechanics  of  increasing  labor  costs  by 
10%  or  15%  each  year. 

Americans  comfort   themselves  htj 
blaming  inflation  on  the  Vietnam  war. 

Alemann:  It  goes  much  deeper  than 
that.  For  example,  your  government 
in  the  U.S.  is  now  changing  the  pat- 
tern of  its  spending,  and  that's  what 
is  really  sparking  your  inflation.  •Al- 
ready you  have  more  social  expenses 
than  defense  expenses.  Defense  spend- 
ing is  very  easy  to  cut  back,  once 
you  win  a  war.  Or  lose  it.  You  did 
that  after  the  first  and  second  World 
Wars  and  after  the  Korean  war.  But 
not  social  spending.  You  can't  cut 
that  back.  Today  your  social  budget 
is  increasing  at  the  rate  of  $10  billion 
a  year.  That's  much  more  than  amj 
economy  is  able  to  manage. 

Now  the  Argentine  experience  says 
that  once  social  spending  begins  to 
dominate  your  budgets,  you're  bound 
to  have  substantial  fiscal  deficits. 
Your  deficit  last  year  was  $38  billion! 
And  it's  rising.  Nobody  seems  to  woriy 
about  that  in  the  U.S.  But  /  worry 
about  that  down  here  in  Argentina. 
Because  you  are  imposing  your  def- 
icit on  the  rest  of  the  world.  Your 
prices  go  up  and  up  and  up.  But  you 
are  not  necessarily  paying  higher 
prices  for  what  you  buy  from  us.  And 
you  are  destroying  the  best  currency 
in  the  world,  which  we  need. 


You  mean  we  are  undermining 
Argentina's  monetary  reserves  by  de- 
valuing the  dollar.  But  how  does  that 
make  us  like  Argentina? 

Alemann:  What  the  dollar  is  for  us, 
gold  is  for  the  U.S.  Your  gold  re- 
serves have  gone  down,  and  look  at 
what  gold  costs  in  dollars— $64  an 
ounce.  It  should  be  at  $38  an  ounce. 
Everybody  is  speculating  against  the 
dollar.  Why?  Because  you  owe  $50 
billion  to  $60  billion  to  other  coun- 
tries. Which  they  would  like  to  col- 
lect in  gold  and  can't. 

Now  that  is  exactly  our  situation. 
We  produce  these  great  inflations  in 
three-  to  four-year  cycles.  It's  been 
like  that  for  30  years  now.  And  every 
time  we  are  at  the  peak  of  the  crisis, 
our  exchange  market  starts  to  fluc- 
tuate like  mad.  Now  you  have  this 
same  trend.  And  it  will  eventually  end 
in  a  substantial  crisis. 

And  now  U.S.  citizens  are  starting 
to  ship  their  money  outside  the  U.S. 
—just  like  the  Argentines. 

Alemann:  There's  no  doubt  of  it.  We 
first  experienced  this  when  inflation 
started  in  the  Forties.  Up  until  then 
Argentina  imported  capital.  But  once 
people  smelled  inflation  coming,  they 
started  putting  more  and  more  money 
outside.  Same  thing  in  the  U.S. 

The  present  policies  of  the  U.S. 
Government  won't  reverse  this? 

Alemann:  There  is  no  policy  in  your 
country.  You  have  a  policy  of  fiscal 
deficit,  that's  all.  Mr.  Nixon  said 
last  January,  "I'm  a  Keynesian."  Poor 
Mr.  Keynes!  He  would  be  horrified 
what  they  do  in  his  name. 

Your  solution  then  would  be  to  bal- 
ance the  U.S.  budget? 

Alemann:  Until  you  stop  this  deficit 
spending,  you  are  going  to  have  this 
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inflation.  And  the  problem  is  going  to 
get  increasingly  difficult  to  solve. 
When  people  think  they  see  a  con- 
tinuing high  rate  of  inflation,  they 
don't  invest  anymore.  And  that  is 
starting  to  happen  in  your  country. 
You  are  not  replacing  plant  and 
equipment  at  the  pace  necessary  to 
maintain  full  employment.  That  means 
a  high  rate  of  unemployment.  And 
you  have  that  already.  And  that  makes 
it  increasingly  hard  to  put  a  stop  to 
deficit  spending,  because  you  have  to 
take  care  of  the  unemployed. 

Now  we  have  had  exactly  this  sit- 
uation here  in  Argentina  for  over  30 
years.  Exactly  that.  And  I  can  tell 
you  how  difficult  it  is  then  to  correct 
the  problem.  From  1940  to  1960,  for 
example,  there  was  almost  no  invest- 
ment in  plant  and  equipment  in  the 
electrical  utilities.  Because  the  Ar- 
gentine government  gave  the  money 
away  in  huge  wage  increases,  instead 
of  investing  it  long  term.  So  now  we 
have  been  putting  huge  investments 
into  the  electrical  utilities,  tiying  to 
recapture  all  that  lost  time. 

But  aren't  you  painting  an  unduly 
grim  picture?  Business  in  the  U.S.  is 
pretty  good  and  getting  better. 

Alemann:  Ah,  you  see,  you  prefer 
to  ignore  the  symptoms.  You  are  in  a 
state  of  euphoria  because  of  your 
wealth.  You  forget  you  must  continue 
to  invest.  I  know.  Argentina  was  once 
a  wealthy  country,  too. 

You  are  also  now  in  the  habit  of 
changing  the  Secretary  of  the  Treasury 
every  year  and  a  half  or  two  years. 
That's  part  of  the  process.  Keep  it  up. 
You'll  see.  ■ 
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In  the  Steps  of  the  Master 

Harold  Goldstein  and  Steve  Powers  are  great  ad- 
mirers of  Bernie  Cornfeld.  They  are  trying  to 
emulate  him.  With  some  flourishes  of  their  own. 


The  press  release  from  Goldstein, 
Saniuelson  begins:  "Harold  Goldstein 
had  $800  in  the  bank  a  year  ago.  To- 
day he  has  $5  million  in  the  bank  and 
is  president  of  an  international  corpo- 
ration, the  largest  of  its  kind  in  the 
U.S.  Goldstein  is  27  years  old." 

For  eight  long  pages,  the  release 
describes  how  Goldstein,  Samuelson,  a 
subsidiary  of  First  Leisure  Corp.  of 
Beverh  Hills,  struck  it  rich  selling 
the  securities  industry's  hottest  new 
wrinkle— put  and  call  options  on 
unregulated  commodities  contracts. 
Backed  by  heavy  advertising  promis- 
ing big  leverage  and  big  profits,  it 
lured  in  big  dollars.  It  claimed  27  of- 
fices coast  to  coast  plus  four  more  in 
foreign  countries,  and  larger  gross 
revenues  than  Merrill  Lynch,  Pierce, 
Fenner  &  Smith's  entire  commodity 
operation.  Goldstein,  Samuelson's  par- 
rent.  First  Leisure,  became  one  hot  lit- 
tle public  company.  Its  stock  has  tri- 
pled to  $15  since  first  being  ofi^ered  to 
the  public  only  six  months  ago. 

Quite  a  story!  And  that's  barely  the 
half  of  it.  The  ofiicial  company  release 
omitted  some  very  interesting  points: 

•  Last  May,  after  First  Leisure  ar- 
ranged to  acquire  Goldstein's  opera- 
tion, the  West  Coast  Commodity  Ex- 
change expelled  Harold  Goldstein  for 
such  "major  offenses"  as  depositing  a 
client's  $4,500  in  his  own  trading  ac- 
count. Says  Goldstein:  "I  resigned  be- 
cause the  West  Coast  Commodity  Ex- 
change is  run  by  a  bunch  of  crooks." 

•  Goldstein  is  being  sued  in  Chica- 
go for  diverting  clients'  money  "to  his 
own  use  and  benefit,"  and  also  in  Los 
Angeles  for  failing  to  pay  another  cli- 
ent $21,302  that  he  allegedly  earned 
investing  in  Goldstein,  Samuelson  op- 
tions. Both  suits  accuse  Goldstein  of 
fraud.  Says  he:  "I'll  defend  against 
those  suits  all  the  way  to  the  bank." 

•  Goldstein  and  his  option  outfit 
are   currently   being  investigated   on 

Powers 


various  suspicions  of  fraud  by  the 
Securities  &  Exchange  Commission, 
Federal  Bureau  of  Investigation,  In- 
ternal Revenue  Service,  U.S.  Postal 
authorities  and  the  Federal  govern- 
ment's Commodity  Exchange  Author- 
ity. Says  Goldstein:  "There  is  no  truth 
to  that.  I  called  the  FBI  when  a  cus- 
tomer threatened  my  life." 

•  First  Leisure  is  under  an  intense 
fraud  investigation  by  the  SEC's  Los 
Angeles  office.  Says  Goldstein:  "We're 
thinking  of  suing  the  SEC." 

No  criminal  charges  have  been  filed 
against  Goldstein  or  First  Leisure 
chairman  Steven  M.  Powers,  and  they 
insist  none  will  be.  They  say  the  suits 
and  investigations  are  groundless  at- 
tacks inspired  by  competitors. 

Be  that  as  it  may,  the  ofiicial  press 
release  isn't  the  whole  story  behind 
Goldstein's  and  Powers'  millions. 

The  Dynamic  Duo 

Goldstein  began  in  business  as  a 
department  store  buyer  in  1967  after 
leaving  Louisiana  State  University. 
(He  says  he  graduated;  LSU  says  he 
quit  after  only  two  semesters.)  Later 
he  popped  up  in  Fort  Lauderdale  as 
manager  of  an  $83,000  commodity 
account.  The  40  investors  have  since 
filed  the  Chicago  suit,  claiming  that 
roughly  two-thirds  of  their  money 
was  never  invested. 

During  his  wanderings,  Goldstein 
spied  a  legal  loophole.  Commodity 
options,  long  outlawed  on  commodi- 
ties produced  in  the  U.S.,  could  be 
sold  on  ten  .so-called  international 
commodities  like  silver  and  copper. 
Goldstein  moved  to  Los  Angeles  and 
opened  shop  early  last  year. 

Essentially,  Goldstein's  option  buy- 
ers bet  that  they  can  predict  which 
commodity  price  is  about  to  soar  or 
plummet;  he  bets  they  can't.  On  pa- 
per, he  can't  lo.se.  If  investors  guess 
right,  he  takes  a  fat  commission.   If 
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they  guess  wrong,  as  most  commodity 
traders  do,  he  apparently  keeps  the 
entire  bet.  How?  Goldstein  lives  dan- 
gerously. He  reportedly  does  not  take 
enough  market  positions  to  hedge 
against  all  his  buyers'  bets— though  his 
salesmen  have  been  instructed  to  say 
the  opposite.  That  might  worry  inves- 
tors about  getting  paid  off^  if  they  vdn 
big,  but  it  isn't  illegal,  per  se. 

'*When  I  left  Goldstein  late  last 
year,"  says  Joe  Rotter,  a  fonner  asso- 
ciate who  is  now  a  competitor,  "he 
had  100  options  on  his  books,  no 
hedge  positions  in  the  market  and 
$5,000  in  the  bank."  Only  $5,000? 
Where  did  the  money  go?  No  one 
knows  for  sure.  Rotter  recalls,  "Gold- 
stein had  a  strange  outlook.  Once  he 
told  me:  'When  I  get  done,  I'll  make 
Billy  Sol  Estes  look  like  a  piker.'  " 

Powers,  now  30,  began  his  career 
by  squeaking  through  UCLA's  grad- 
uate business  school  in  1968  and  then 
working  for  lawyers  who  specialized 
in  bringing  small  companies  public 
via  mergers  with  publicly  held  shells. 
By  December  1970,  Powers  decided 
to  try  his  own  shell  game.  The  shell 
that  he  planned  to  revive  was  Keck 
Oil  Co.  of  Los  Angeles.  The  private 
compan\-  was  Western  International, 
which  distributes  such  forgettable 
films  as  The  Werewolf  vs.  the  Vam- 
pire Woman  and  Big  Foot.  The  first 
acquisition  was  to  be  Goldstein,  Sam- 
uelson. Put  it  together  and  what 
have  you  got?  First  Leisure. 

Around  this  time,  Powers  met  a 
famous  man:  Bernard  Cornfeld,  the 
founder  of  Investors  Overseas  Services. 
Despite  the  collapse  of  his  lOS  empire, 
Cornfeld  was— and  is— living  in  high 
style  in  Beverly  Hills.  "Bernie  was  the 
guru,"  says  28-year-old  Gordon  Bra- 
ham,  First  Leisure's  now-resigned  fi- 
nancial vice  president.  "He  taught  us 
how  to  create  a  corporate  image 
through  public  relations.  How  to  buy 
respectability  by  putting  big  names 
on  our  board,  like  First  Leisure's  new 
director  James  Roosevelt,  FDR's  son 
[and  a  Cornfeld  crony].  His  advice  to 
us  was:  'Find  a  hole  in  the  fence. 
Pick  up  all  the  marbles  you  can  and 
run  through  the  hole.' "  Cornfeld  ap- 
parently had  no  formal  connection 
with  First  Leisure;  he  was  just  helping 
a  couple  of  promising  neophytes.* 

The  big  lack  at  the  time,  however, 
was  not  advice  but  money.  A  public 
underwriting  was  out,  because  Powers 
didn't  want  to  dilute  his  44^  owner- 
ship of  the  company.  Not  yet,  any- 
how. Not  at  low  prices.  Powers  found 
his  money  through  a  "hole  in  the 
fence."  Under  a  little-known  rule,  a 
stockholder's  otherwise  untradeable 
letter  stock  can  be  legally  sold  over- 

*Cornl*ld    danlad    lo    Forbas    doing    even    Ihii.    "To 
my    knowledo*."    h*    said,    h*    hod    ntver    m«l    Powari. 
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"SCM  is  cutting  our  copier  costs  $61,000 
without  cutting  our  copy  quality/* ' 


Harry  Jacobson,  V.P. 
Bache  &  Co. 

Incorporated 


At  Bache  they  know  a  little  something  about 
money.  And  it's  rubbed  off  on  Harry  Jacobson, 
the  man  who  runs  the  office  services  division 
for  the  93-year-oId  investment  house. 

"I'm  always  looking  for  new  ways  to  save 
money,"  says  Harry.  "Back  in  the  early  60's 
when  dry  copying  became  practical,  we  had 
onQ^of  the  first  few  Xerox  copiers  ever  put 
into  New  York  City." 

Eventually,  Bache  with  their  nationwide 
offices  became  one  of  the  biggest  users  of  such 
copiers.  But  now  Harry  is  replacing  most  of 
them. 

"In  just  the  first  few  months  after  changing 
over,^'  Harry  reports,  "SCM  copiers  have  saved 
us  $21,000  and  we  expect  to  add  another 
$40,000  by  the  time  the  rest  of  the  SCM's 
come  in!' 


SCM 


But  what  about  copy  quality? 

"SCM  copies  are  as  good  as  any  I've  ever 
made.  If  they  weren't^  he  stresses,  "I  wouldn't 
be  putting  in  these  machines." 

"Another  thing','  Harry  continues,  "SCM 
installed  a  machine  for  a  three-month  test.  We 
ran  off  about  45,000  copies  and  we  only  had 
one  minor  service  call'.' 

When  it's  renewal  time,  chances  are  Harry 
Jacobson  will  sign  with  us  again.  96  per  cent 
of  our  national  clients  do.  And  for  good 
reason.  SCM  provides  a  full  range  of  machines 
for  a  full  range  of  needs,  plus  all  kinds  of 
paper  and  supplies. 

There  are  also  70  sales  offices  across  the 
country.  Call  one. 

Like  Harry  says,  "SCM  has  turned  out 
to  be  a  real  solid  investment  for  Bache'.' 
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The  complete  copier  company* 


The  companies  of  Citicorp: 


our  slogan  is 
money  to  tfieije 


•  .  t 


Me: 


The  growing  world  demand 
for  consumer  goods  means  a  growing 
world  demand  for  the  stuff  it  takes 
to  get  them:  money.  The  companies 
of  Citicorp  offer  an  enormous  range 
of  financial  services— wider  even  than 
that  of  a  great  bank.  And  today, 
Citicorp,  through  its  subsidiaries 
and  affiliates,  is  making  many  of 
these  services  available  to  an 
increasing  number  of  consumers 
in  all  parts  of  the  globe.  You  can 
find  examples  on  this  page:  A 
Citicorp  subsidiary  providing  travelers  checks 
that  can  be  replaced  at  more  locations  than 

any  other  if  lost 


RESCUE  FOR  BUDGETS.  Citibank 
makes  more  than  twice  as  many  per- 
sonal loans  as  any  other  New  York 
bank.  Leadership— it's  what  the 
companies  of  Citicorp  are  good  at. 


or  stolen.  Or  another  company  that 

has  developed  a  new  system  to 

make  credit  cards  more  convenient 

and  useful.  And  there 

are  dozens  of  other  examples: 

Auto  loans  in  Australia; 

"Money  Shops"  in  Britain; 


lO-SECONI)  TRUST.  Credit  card  pur- 
chases can  now  be  approved  in  less  than 
10  seconds  — thanks  to  a  new  computer- 
ized system  developed  by  Transaction 
Technology  Inc.  You  can  look  to  the 
companies  of  Citicorp  for  the  new  ideas. 


CONSUMER  PRO- 
TECTION. Nothing 
protects  globetrot- 
ting shoppers  like 
First  National  City 
Travelers  Checks, 
replaceable  at  over 
35,000  locations 
world-wide.  Thank 
Citicorp  Services, 
Inc.  — a  consumer- 
minded  subsidiary 
of  Citicorp. 


consumer  credit  in  South 
America.  And,  of  course,  the 
innovative  kind  of  banking  practiced 
by  First  National  City  Bank:  the 
largest  in  New  York,  and  the  leader 
in  world-wide  banking.  The  subsidiary 
companies  of  Citicorp  are  in  most 
of  the  right  places  around  the  world, 
with  the  right  kind  of  services. 
Helping  consumers  get  the  ^ 

money  they  want  for  the 
things  they  need. 

The  mission  of  the  subsidiaries  of  Citicorp:  to  grow 
by  supplying  an     . 

increasing  number      SUBSIDIARY  COMPANIES  OF  CITICORP 
of  financial 
services  to  more 
and  more  people 
and  companies  — 
throughout  the 
U.S.  and  around 
the  world. 


ADVANCE  MORTGAGE  CORPORA- 
TION. A  leading  originator  and  servicer- 
of  residential  and  commercial  mortgages 
for  hundreds  of  institutional  investors. 

CITICORP  REALTY  CONSULTANTS, 
INC.  Provides  a  broad  range  of  real  es- 
tate appraisal  and  project  planning 
services. 

CITICORP  VENTURE  CAPITAL  LTD. 

Provides  venture  capital  as  well  as  long- 
term  equity  financing  to  growing  busi- 
nesses. 

TRANSACTION  TECHNOLOGY  INC. 

Developer  of  advanced  systems  for  the 
payment  mechanisms  of  the  future. 


CITICORP  SERVICES,  INC.  Makes 
First  National  City  Travelers  Checks 
available  to  users  around  the  world 
through  tens  of  thousands  of  banks. 

CITICORP  FACTORS,  INC.  Provides 
business  with  full  credit  protection  and 
collection  services  as  well  as  working  capi- 
tal through  accounts  receivable  financing 
and  factoring. 

CITICORP  LEASING,  INC.  and 
CITICORP  LEASING  INTERNA- 
TIONAL, INC.  The  world's  largest  leas- 
ing organization,  able  to  handle  almost 
any  equipment  leasing  transaction. 


And 
FIRST  NATIONAL  CITY  BANK.  Citibank  is  one  of  the  world's 
leading  banks  with  branches,  subsidiaries  and  affiliates  in  89  countries. 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.  Y.  10022 


Our  rooms 
2ireas 

spacious  in 

Philadelphia 

as  in 

Phoenix 

That's  because  we  give  you  the 
same  kind  of  great  room 
everywhere.  A  quiet,  comfort- 
able room.  With  double  drapes. 
Convenient  desk  space. 
Bigger  beds.  Just  call  the 
Howard  Johnson's 
Motor  Lodge  nearest  you 
for  a  confirmed  reservation 
at  any  of  our  460  locations. 

Someone  you  know, 
wherever  you  go. 

A 


MOUJARD   ,^ 

JownsonS 


MOTOR  LODGES  t  RESTAURANTS 


For  people 


about,  golf 
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Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Op«n  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L.  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
(305)  821-1150. 

Miami  Lakes  Inn 

€f  Country  Club 


Your  Fair  Share 
Shows  You  Care 

THE    V 
UNITED  WAY 


night  if,  for  example,  he  suffers  a 
heart  attack  that  seriously  hinders  his 
earning  power.  After  such  a  "change 
of  circumstance"  is  ratified  by  a  law- 
yer—any lawyer— the  man's  stock  is 
free  to  be  sold. 

Powers  had  just  the  man.  Harry 
Hope,  a  close  friend  of  Western  In- 
ternational's founder.  Ken  Hartford, 
had  a  heart  attack  in  1970.  Trouble 
was,  says  Braham,  Hope  was  working 
again  full  time  and  he  had  no  First 
Leisure  stock  coming  to  him.  Braham 
says  Powers  simply  gave  Hope  82,500 
shares  of  First  Leisure  stock  two  weeks 
before  the  company  became  publicly 
traded  in  April,  and  dated  the  stock 
back  to  1969,  before  Hope  had  his 
heart  attack.  Hope  then  turned  around 
and  signed  over  the  shares  to  Powers 
in  return  for  $5,000  cash  and  repay- 
ment of  a  small  loan.  A  letter  in 
Forbes'  possession  dated  Mar.  1,  1972 
from  Powers  to  Hope,  and  carrying 
both  men's  signatures,  reads  in  part: 

"Dear  Harry  .  .  .  You  will  provide 
us  with  a  full  power  of  attorney  for 
the  sale  of  these  shares  .  .  ." 

So  when  First  Leisure  was  listed 
as  a  pubhc  company  on  Apr.  11  at 
$4.50  bid.  Powers  controlled  Harry 
Hope's  82,500  free-trading  shares,  vir- 
tually the  entire  public  float. 

Working  through  Way-ne  Mosley 
of  California  Investors  and  Charles 
Snodgrass  of  Snodgrass  &  Co.,  Powers 
dribbled  out  his  shares  to  the  two 
Los  Angeles  brokers'  hand-picked  buy- 
ers. At  first.  Powers  personally  ap- 
proved every  sale  over  200  shares, 
says  Braham.  With  the  stock  in  such 
short  supply,  every  trade  seemed  to 
drive  the  price  higher:  In  three  days 
the  stock  more  than  doubled  to  $11 
bid.  Then  around  65  New  York  mem- 
ber firms,  knowing  a  good  thing  when 
they  see  it,  jumped  in  and  drove  the 
stock  even  higher.  In  all,  Powers  made 
more  than  $300,000  on  the  sale  of 
Hope's  stock.  A  second  letter  also  held 
by  Forbes  from  Powers  to  Hartford, 
and  carrying  both  men's  signatures, 
seems  to  confirm  that  the  two  agreed 
to  spht  equally  the  profits  from  the 
sale  of  Hope's  stock. 

Stock  transfer  records  in  Forbes' 
possession  indicated  that  Wayne  Mos- 
ley didn't  charge  his  buyers  any  com- 
missions. But  he  reportedly  received 
from  Powers  15,000  free-trading 
shares  for  himself  after  he  had  sold 
24,000  to  the  public;  and  Charles 
Snodgrass  reportedly  got  at  least 
5,000  free-trading  shares.  Mosley  and 
Snodgrass  deny  getting  stock.  Mosley 
says,  "I  got  my  normal  commissions." 

Late  in  April,  as  the  company  pre- 
pared its  first-quarter  report,  the  stock 
hit  $12,  or  92  times  1971  earnings. 
Goldstein's  operation  was  earning 
about  15  cents  a  share  then,  pretax 


profits  were  averaging  over  50%  of 
gross  and  revenues  were  doubling  ev- 
ery month.  But,  according  to  Braham, 
the  movie  division  was  losing  money. 

Clearly,  that  wasn't  good  for  the 
company  image.  "Powers  walked  into 
my  office  and  handed  me  a  completed 
first-quarter  report  showing  the  movie 
division  making  a  profit.  I  had  never 
seen  the  numbers  before,"  says  the 
company's  former  financial  vice  presi- 
dent. "Later  Harry  Hope  told  me  that 
$74,000  from  the  stock  sales  had 
been  funneled  into  the  movie  division's 
earnings  through  two  phony  deals. 
That's  when  I  decided  to  quit." 

First  Leisure  has  since  decided  to 
spin  off^  its  movie  business  and  live 
off^  Goldstein,  Samuelson.  The  bigger 
that  operation  gets,  the  more  mo- 
mentum it  gathers.  It  grossed  $5.3 
million  in  August,  up  from  $4.4  mil- 
lion in  July.  Then  on  Sept.  1  it  set  a 
one-day  record  by  grossing  $690,000. 
But  a  company  built  on  Bernie  Corn- 
feld's  principles  of  image  and  brass 
has  a  mortal  enemy:  bad  publicity. 

Two  weeks  ago  First  Leisure  got  its 
first  taste  of  truly  bad  pubhcity:  The 
Los  Angeles  SEC  office,  headed  by 
Gerald  Boltz,  suspended  trading  of 
First  Leisure  stock,  while  continuing  its 
investigation. 

Paper  Tigers 

What  kind  of  guys  run  a  First 
Leisure?  A  week  before  the  SEC  bomb- 
shell, Goldstein  and  Powers  sat  down 
to  tell  Forbes  more  about  themselves 
and  their  company's  "unlimited  po- 
tential." At  one  point,  Powers  paid 
Goldstein  a  supreme  compliment: 
"Harold  is  like  Bernie  Cornfeld." 

One  question  Forbes  asked  cracked 
up  the  paper  millionaires:  "Has  the 
money  gone  to  your  heads?"  When 
they  stopped  laughing,  the  nattily 
dressed  Powers  admitted  that  he  had 
just  bought  a  house  in  exclusive  Cold- 
water  Canyon  overlooking  Beverly 
Hills  and  a  Rolls-Royce.  The  Rolls 
was  a  real  step  up  for  Powers.  For 
the  past  year  he  has  been  driving  a 
similar  but  somewhat  cheaper  Bentley, 
which  he  had  disguised  to  look  like  a 
Rolls  by  adding  the  Rolls'  distinctive 
flying-lady  hood  ornament. 

In  his  soft,  southern  accent,  Gold- 
stein said  he  was  "still  living  in  an 
apartment  with  two  cats  and  driving 
a  small  car."  Why  such  modest  living? 
What  about  the  $5  million  in  the  bank 
that  company  press  relea.se  mentioned? 
"That's  not  $5  million  in  cash.  That's 
what  I  could  get  if  I  could  sell  my 
38%  share  of  letter  stock." 

"Oh,"  .said  Forbes,  "then  that  press 
release  was  a  little  misleading." 

Goldstein,  looking  very  bored, 
.shrugged  his  shoulders  and  said:  "I 
didn't  write  it."  ■ 
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No,  you  won't  find  the  name  N  L 
Industries  on  the  outside  of  your  new  ear- 
but  plenty  of  our  products  go  into  its  mak- 
ing and  operation. 

There  are  die  cast  metal  parts,  inside 
and  outside,  from  fuel  pumps  to  tail  light  as- 
semblies. In  metals  ranging  from  zinc  and 
brass  to  lighter  weight  aluminum  and  mag 
nesium  alloys. 

There  are  molded  plastic  parts,  too. 
And  pigments  that  go  into  the  toughest 
paint-work  and  whitest  whitewalls.  Our 
chemicals  add  to  the  life  of  plastic  uphol- 
stery and  foam  padding.  And  we  make 
many  of  the  screws  and  other  metal  fasten- 
ers to  hold  everything  together. 


Indirectly,  we're  involved  with  the  gas 
and  oil  you  use,  since  one  of  our  divisions 
is  a  major  supplier  of  well  drilling  materials 
and  services  for  the  petroleum  industry. 

While  we  make  scores  of  products  for 
the  auto  industry,  we  also  serve  just  about 
every  other  major  industry,  too.  It's  this  kind 
of  balanced  diversity  among  our  many 
world-wide  operations  that  caused  us  to 
change  our  name  from  National  Lead  to 
N  L  Industries. 

To  find  out  more,  write  for  our  new 
corporate  brochure. 
N  L  Industries,  Inc. 
Room  8560,111  Broadway 
New  York,  N.Y.I  0006. 
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So  You  Want  To  Buy  a  Foreign  Stock 

it's  not  nearly  as  difficult  as  you  may  think.  In  fact,  ADRs  make  it  easy. 


You  HAVE  SEEN  the  dollar  devalued 
once,  and  you  are  afraid  it  may  be 
cut  in  value  again.  You  are  worried 
about  the  deteriorating  competitive 
position  of  much  of  U.S.  industry. 
You've  heard  of  a  hot  stock  on  the 
Amsterdam  exchange.  Or  the  Tokyo 
exchange,  for  that  matter.  And  you'd 
like  to  buy  a  couple  of  hundred 
shares.  Trouble  is,  you've  also  heard 
about  the  interest  equahzation  tax 
(lET)  and  the  complicated  forms  a 
buyer  of  foreign  securities  must  fill 
out  for  the  lET.  You've  heard  about 
the  complicated  stock-transfer  regula- 
tions that  some  countries  have.  What's 
more,  how  can  you  expect  to  follow 
the  fortunes  of  the  foreign  companies 
in  which  you've  bought  the 
stock?  You  can't  read  Dutch 
or  Japanese.  Your  broker 
isn't  much  help  either. 

Should  you  forget  about 
the  whole  thing?  No.  You 
can  buy  the  foreign  stock 
in  the  form  of  American  De- 
positary Receipts  (ADRs). 
And  that's  just  as  easy  as 
buying  securities  listed  on 
the  New  York  Stock  Ex- 
change. You  just  pick  up 
your  phone,  call  your  bro- 
ker and  tell  him  you  want  a 
hundred  shares  of,  let's  say, 
Toyota.  He'll  get  them  for 
you  in  minutes  in  the  form 
of  ADRs.  He  can  sell  them 
for  you  in  minutes,  too.  You 
don't  have  to  worry  about 
the  interest  equalization  tax 
forms  or  the  stock-transfer  regulations. 
You'll  receive  your  dividends  in  dol- 
lars. You'll  get  reports  about  the  com- 
pany in  English. 

The  lET  is  a  tax  of  11)4%  on  Ameri- 
cans buying  most  foreign  securities 
abroad.  When  Americans  buy  ADRs 
from  each  other  the  tax  does  not  ap- 
ply. But  the  price  of  the  ADR  does 
reflect  the  tax  indirectly,  since  some- 
one initially  had  to  pay  it  and  passed 
it  along.  However,  depending  on  the 
activity  of  the  stock,  the  premium 
can  disappear.  If  Americans  become 
net  sellers,  as  in  British  Petroleum 
and  EMI  right  now,  the  prices  of 
these  stocks  here  and  on  the  London 
Exchange  are  about  the  same. 

What  about  taxes  on  dividends? 
You  pay  Uncle  Sam,  of  course,  and 
in  the  case  of  British  stocks  there  is  a 
withholding  tax  on  dividends  that 
comes  right  off  the  top;  this  tax,  how- 
ever, becomes  a  credit  against  your 
U.S.  income  tax  liability. 

What   are   ADRs?   They   look   ex- 


actly like  U.S.  stock  certificates,  but 
they  really  are  certificates  attesting 
that  you  own  certain  foreign  stock 
certificates  that  have  been  deposited 
in  a  foreign  branch  or  custodian  of  a 
U.S.  bank.  This  is  not  a  distinction 
without  a  difference,  because  it's  what 
makes  it  as  easy  to  buy  and  sell  for- 
eign securities  in  the  U.S.,  as  buying 
and  selling  American  securities. 

Although  most  small  investors  have 
never  heard  of  them,  ADRs  have  been 
in  existence  for  a  long  time,  since 
1927,  in  fact,  and  sophisticated  in- 
vestors, especially  institutions,  have 
been  doing  more  and  more  trading 
in  more  and  more  ADRs  in  recent 
years.  The  reason  is  simple:  Over  the 
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Common  Share?  With  ADRs,  you  know  what  you  got 


past  five  years,  according  to  a  U.S. 
Department  of  Commerce  publication, 
the  price  index  of  leading  French 
stocks  has  risen  by  53%;  of  leading 
West  German  stocks,  by  60%;  of  lead- 
ing United  Kingdom  stocks,  by  92%; 
of  leading  Japanese  stocks,  by  159%. 
Meanwhile,  the  index  for  U.S.  stocks 
has  risen  by  only  18%. 

Reflecting  this,  there  have  been 
sensational  increases  in  some  ADRs. 
During  the  past  year,  Sony  ADRs  have 
risen  from  17^  to  44^;  Hitachi,  from 
27/8  to  48^;  Rank  Organisation,  from 
23J^  to  30;  Honda,  from  10^  to  29; 
Siemens,  from  62  to  93;  Tokio  Ma- 
rine &  Fire,  from  61  to  107^2;  Imperi- 
al Chemical,  6%  to  16J^  (see  p.  89). 

Practically  all  the  ADRs  are  issued 
by  four  banks:  Morgan  Guaranty 
Trust  Co.,  First  National  City  Bank, 
Irving  Trust  Co.  and  Chemical  Bank. 
Normally  a  bank  will  issue  ADRs  for 
a  foreign  stock  because  a  demand  for 
the  stock  has  developed  in  the  U.S. 

The  number  of  stocks  for  which  the 


banks  have  issued  ADRs  is  growing. 
Example:  In  1955  Morgan  had  18 
ADR  issues.  It  now  has  160. 

Once  a  bank  says  it  will  issue  ADRs 
for  a  foreign  stock,  the  arbitrage  bro- 
kers step  in.  They  buy  the  stock,  taking 
tfare  of  the  lET  and  the  red  tape,  and 
deposit  it  with  the  appropriate  foreign 
branch  of  the  bank  in  retiun  for 
ADRs.  Then  they  make  a  market  for 
the  ADRs  in  the  U.S.  Naturally,  they 
price  it  somewhat  above  the  foreign 
exchange  price  because  they  have  to 
get  back  what  the  deal  cost  them  in 
overhead,  taxes  and  bank  charges. 

There  are  two  kinds  of  ADRs: 
sponsored  and  unsponsored.  Spon- 
sored ADRs  are  ADRs  for  stock  in 
companies  that  have  fully 
registered  with  the  Securi- 
ties &  Exchange  Commis- 
sion and  can  be  listed  on 
either  the  New  York  or  the 
American  Stock  Exchange. 
Examples  are  Royal  Dutch, 
British  Petroleum  and  Mat- 
sushita Electric.  Unspon- 
sored ADRs  are  ADRs  for 
stock  in  companies  that 
have  not  fully  registered 
with  the  SEC.  These 
are  traded  over-the-coun- 
ter. Two  examples  are  Bro- 
ken Hill  Properties  and 
Philips  Lamp. 

Between  1933  and  1955 
banks  were  permitted  to  is- 
sue only  sponsored  ADRs. 
Today,  90%  of  the  new  is- 
sues are  unsponsored. 
There  are  fads  in  ADRs  just  as 
there  are  in  stocks.  In  the  early  Sixties, 
German  ADRs  got  the  big  play.  Since 
1969,  when  the  SEC  ruled  that  it  was 
okay  to  issue  unsponsored  Japanese 
ADRs,  trading  has  been  most  active 
in  them.  By  past  standards,  the  Japa- 
nese stock  market  is  at  dizzy  heights. 
Still,  investing  in  the  powerful  Japa- 
nese economy  has  tremendous  appeal. 
"There  are  many  blue-chip,  growth 
Japanese  companies  that  are  selling 
at  reasonable  multiples  both  in  their 
own  right  and  relative  to  the  Japanese 
and  international  markets,"  explains 
Peter  Itoh,  assistant  vice  president  of 
Burnham  &  Co. 

In  recent  months  there  has  been 
great  activity  also  in  South  African 
platinum  and  gold  stocks;  the  former 
because  platinum  is  used  for  control- 
ling automobile  pollution,  the  latter 
because,  as  Dean  Egly,  vice  president 
and  head  of  ADR  operations  at  Mor- 
gan Guaranty,  points  out,  "Every  time 
we  have  a  balance-of-paynients  proh- 
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In  remembrance  of  two  bicycle  mechanics 
from  Dayton  who  made  a  machine  that  flew. 


In  the  year  1903,  Wilbur  and 
Orville  Wright  put  together  their 
diverse  expertise  in  the  related  areas 
of  mechanics  and  engineering  and 
revolutionized  the  transportation 
business.  Even  though  everyone 
knew  that  a  heavier-than-air  flying 
machine  would  never  get  off  the 
ground. 

We've  learned  a  simple  lesson 
from  the  Wright  brothers:  if  you 
can  get  enough  things  going  for  you 
back  and  forth  between  related 
areas,  you  can  realize  potentials  be- 
yond the  realm  of  probability. 

At  Richmond  Corporation 
we've  put  together  a  diversity  of 


expertise  in  related  financial  areas. 
Everything  from  title,  personal  and 
casualty  insurance  to  mutual  fund 
sales,  mortgage  and  real  estate  leas- 
ing, sales,  development  and  man- 
agement services,  investment  coun- 
seling, and  computer  software  and 
facilities  management. 

And  our  member  companies 
have  worked  out  an  inter-relation- 
ship—with the  right  things  going 
back  and  forth— that's  unique 
among  similar  holding  companies. 

While  one  of  our  subsidiaries 
is  developing  a  community-com- 
plex, another  is  financing  it,  another 
insuring  it,  and  still  another  is  leas- 


ing and  managing  it. 

We're  increasing  sales  in  all 
areas  through  amplified  cross  mar- 
keting. And  we're  realizing  sub- 
stantial operating  economies  in  the 
bargain. 

What  does  it  add  up  to?  A  fi- 
nancial services  holding  company 
with  combined  assets  of  over  $1  bil- 
lion. At  Richmond  Corporation 
we've  put  together  a  financial  ma- 
chine that's  beginning  to  fly. 

RICHVIOISD 

CORPORATION 

Look  into  us  for  all  we're  worth. 


Richmond  Corporation,  914  Capitol  Street.  Richmond,  Virginia  23219/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  Insurance 
Corporation/Leatherby  Companies,  Inc  /Morton  G  Thalhimer  Inc. /Insurance  Management  Corporation/Cooke  &  Bieler.  Inc  /First  Virginia 
Management  and  Research  Corporation/Richmond  Equivest.  Inc./DANAC  Real  Estate  Investment  Corporation/Systems  Engineering  Corporation 


Amfac  is  Fred  Harvey 

hospitality... 


Fred  Harvey  is  a  tradition  savored 
by  travelers  in  the  American  West 
for  almost  a  century.  That's  why  we 
wanted  its  hotels,  restaurants  and 
resorts  in  our  Amfac  family  when 
we  expanded  from  our  Hawaii 
base. 

Making  the  right  moves  at  the  right 
time  has  boosted  our  revenues 
year  by  year— to  $577,996,000  in 
1971.  Our  net  was  $19,506,000-up 
18  percent  from  1970. 

How  have  we  done  it?  By  treating 
everyone  — employees,  customers. 


we  all  lived  together  on  an  island. 
Because  that's  the  way  we  grew 
up.  Now  we  operate  the  same  Am- 
fac way  in  15  states,  and  mainland 
operations  account  for  70  percent 
of  our  revenues. 

Each  acquisition  builds  on  our  ex- 
perience. Hospitality,  for  example, 
is  an  island  tradition.  That's  why 
Fred  Harvey  and  Amfac  combine 
so  beautifully.  The  Fred  Harvey 
people  know  where  Americans  like 
to  eat  — in  airports  and  national 
parks,  along  highways  and  in 
hotels.   Recently,   they  opened   a 


the  busy  San  Francisco  Interna- 
tional Airport. 

Island  Holidays,  another  part  of 
our  Hospitality  Group,  has  almost 
3,000  hotel  rooms  in  Hawaii.  Amfac 
plans  tours... houses  guests,  all  in 
the  friendly  island  way. 

From  food  to  fashion  to  finance, 
our  heritage  helps  us  expand. 
When  you  grow  up  on  an  island, 
you  learn  the  importance  of  good 
management. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.  C,  Box 


neighbors  and  shareowners  — as  if    340-room  Airport  Marina  Hotel  at    3230,  Honolulu,  Hawaii  96801. 

and  many  other  happy  things 


ar%mt&C 

A  family  of  enterprises  enhancing  people  and  places. 


lem,  there  is  an  interest  in  gold  shares." 
Chemical  is  now  preparing  five  new 
Australian  issues.  Clearly,  it  expects 
investor  attention  to  switch  to  Austra- 
lia, a  land  of  vast  natural  resources, 
that  have  barely  been  tapped. 

At  present,  ADRs  seem  especially 
attractive  to  many  investors  because 
of  the  unsettled  state  of  the  world 
monetary  system.  Changes  in  the  rates 


of  exchange  can  give  holders  of  ADRs 
windfalls.  For  example,  when  Germany 
let  the  deutsche  mark  float  last  May 
and  the  U.S.  responded  by  devaluing 
the  dollar,  many  of  those  holding  Ger- 
man ADRs  profited  in  two  ways:  Their 
ADRs  moved  upward,  reflecting  the 
relative  increase  in  the  value  of  the 
deutsche  mark;  but  this  also  had  the 
simultaneous  effect  of  increasing  the 


amount  of  their  dividends  in  dollars. 
Many  profited,  but  not  everyone. 
For  ADRs  are  just  like  stocks:  They 
can  fall  in  value  as  easily  as  they  can 
rise,  and  sometimes  for  reasons  no- 
body can  explain  at  the  time.  Foreign 
stocks  are  an  intriguing  possibility  as 
a  haven  against  further  weakness  in 
the  dollar.  They  are  by  no  means  a 
foolproof  haven.  ■ 
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earnings 

shares  of  the  original  company;  in           after 

income  deductions  that  U.S. 

figure  can  be  precise? 

the  case  of  Hitachi,  for  example,           companies 

wouldn't  ordinarily  de- 

The 

table   shows   something   of 

there  are  80  Japanese 

shares  be-           duct; 

thus 

we  show  VW's  earnings 

the  wide  variety  of  investment  pos- 

hind each  ADR.  The 

result  is   a           as  $69  million,  which 

is  about  the 

sibilities  available  beyond  the  lim- 

share price  closer  to  what  Ameri-           way 

they 

would  be 

reported   on 

its  of  the  continental  U.S. 

1971 

Latest 

1971 

Net 

12-Month 

Sales 

Income 

Earnings 

Recent             P/E 

1971 

Company 

Business 

(mill.) 

(mill.) 

Per  ADR 

Price              Ratio 

Dividend 

West  Germany  f 

AEG  Telefunken 

Electronics 

$  2.594.1 

$  24.5 

$2.00 

55»/2              28 

$1.55 

Badische  Anilin 

Chemicals 

3,175.3 

112.0 

3.70 

53                 14 

2.35 

Deutsche  Bank 

Banking 

1,148.6 

61.6 

5.50 

112                20 

2.80 

Dresdner  Bank 

Banking 

918.5 

46.4 

4.80 

94                20 

2.80 

Hoeschst 

Chemicals 

3,771.2 

111.5 

3.70 

51                 14 

2.35 

Mannesman 

Machinery 

1,654.3 

41.7 

6.35 

62                 10 

3.10 

Siemens 

Electronics 

4,231.3 

155.8 

6.65 

93                 14 

2.15 

Volkswagenwerk 

Automotive 

4.139.2 

69.3 

3.85 

51                 13 

1.40 

Japan 

Canon 

Electronics 

177.7 

1.9 

0.33 

16>/2             50 

0.49 

Fuji  Photo  Film 

Photography 

421.4 

40.1 

1.82 

16%               9 

0.24 

Hitachi 

Consumer  Goods 

4,164.1 

159.3 

4.16 

483/4             12 

1.56 

Honda  Motors 

Automotive 

1,136.2 

34.1 

1.87 

29                 16 

0.59 

Komatsu 

Machinery 

786.2 

14.5 

1.54 

59                38 

1.14 

Matsushita  Electric 

Electronics 

3,078.8 

189.8 

2.32 

25                10 

0.33 

Mitsui  &  Co. 

Trading 

11,763.8 

25.1 

1.11 

29                26 

0.22 

Nippon  Electric 

Electronics 

981.7 

24.9 

0.78 

20%             26 

0.53 

Sharp 

Electronics 

512.8 

17.3 

0.75 

IVz             10 

0.29 

Sony 

Electronics 

630.5 

40.4 

1.06 

4434             42 

0.20 

Tokio  Marine  &  Fire 

Insurance 

416.8 

61.3 

10.48 

107y2             10 

0.89 

Tokyo  Shibaura  Electric 

Electronics 

2,847.7 

16.6 

0.46 

18                39 

0.65 

Netherlands 

Akzo 

Chemicals 

2,482.8 

56.7 

2.10 

20>/2             10 

1.11 

KLM 

Transportation 

449.7 

—30.1 

—10.74 

34             def. 

0.84 

Philips  Lamp 

Electronics 

5,584.4 

105.6 

1.47 

16%             12 

0.60 

Rftyal  Dutch/Shell 

Energy 

12,241.0 

901.0 

4.04 

38%              9 

2.36 

United  Kingdom 

Beecham  Group 

Consumer  Goods 

536.8 

45.5 

0.36 

BVa             23 

0.15 

Bowaters 

Packaging 

622.2 

8.6 

0.21 

4'/4             20 

0.24 

British  American  Tobacco 

Tobacco 

2,298.7 

180.2 

0.75 

7Va             10 

0.31 

British  Petroleum 

Energy 

5.193.0 

404.0 

0.77 

13%             18 

0.43 

Burmah  Oil 

Energy 

871.8 

72.2 

0.55 

10>/2             19 

0.32 

Coats  Patons 

Apparel 

743.1 

11.3 

0.11 

1%             15 

0.09 

Courtauids 

Textiles 

1,613.0 

54.0 

0.35 

33/4             11 

0.17 

EMI 

Electronics 

553.4 

11.4 

0.16 

4'/4             27 

0.15 

lmp*erial  Chemical 

Chemicals 

3,724.3 

205.0 

0.43 

16%             38 

0.19 

Plessey 

Electronics 

626.8 

30.1 

0.14 

2V»             21 

0.12 

Rank  Organization  "A" 

Leisure  Services 

384.5 

46.0 

0.63 

30                48 

0.27 

Rio  rmto  Zinc 

Metals 

1,091.9 

46.5 

0.21 

6>/2             31 

0.15 

Unilever 

Consumer  Goods 

8,161.9 

264.9 

4.96 

46                  9 

1.34 

FWWoolworthUmited 

Retailing 

816.9 

23.8 

0.15 

3                20 

0.09 

Sources:  UBS-DB  Corp.,  YomoichI  Securities,  Forbes,  t  Eslimoted  Eorn 

ir\gs.  de 

f.  Deficit. 
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Faces  Behind  the  Figures 


Trader  Dan 

The  great  American  fortunes— like 
the  billions  made  by  H.L.  Hunt,  J. 
Paul  Getty  and  Howard  Hughes- 
are  based  on  the  discovery  of  nat- 
ural resources,  principally  oil.  With 
one  big  exception:  Daniel  K.  Lud- 
wig.  Ludwig's  is  based  on  his  abil- 
ities as  a  trader.  His  strategy  is 
that  of  all  traders:  Always  buy 
cheap  and  sell  dear. 

Ludwig  is  so  secretive  that  even 
his  top  executives  don't  know  the 
full  extent  of  his  holdings  in  ship- 
ping, real  estate,  natural  resources 
and  finance,  let  alone  how  he 
makes  all  his  money.  Even  today,  at 
75,  it's  evident  that  Ludwig  has 
lost  none  of  his  skill.  Last  month 
when  Los  Angeles'  $4.4-billion  (as- 
sets) H.F.  Ahmanson  &  Co.  filed  a 
prospectus  for  a  $100-million  pub- 
lic oflFering,  Ludwig  turned  up  as 
owner  of  about  4%  of  the  stock. 

Control  of  the  Ahmanson  com- 
pany, which  includes  giant  Home 
Savings  &  Loan,  passed  to  a  founda- 
tion and  trusts  controlled  by  long- 
time associates  and  relatives  when 
he  died  in  1968.  So  how  did  an 
outsider  like  Ludwig  get  in  the  act? 


He  succeeded  in  trading  up. 

Back  in  the  mid-Sixties  Ludwig 
picked  up  puny  Systematic  Sav- 
ings &  Loan  of  Daly  City  for  $1.9 
million  cash,  bought  three  more 
nearby  associations  and  merged 
them  to  form  Colonial  Savings  & 
Loan  of  the  North.  The  combina- 
tion, with  a  book  value  of  $8  mil- 
lion, cost  him  $8.7  million  cash. 

Having  bought  cheaply,  Lud- 
wig early  last  year  sold  dear  to 
Ahmanson  &  Co.,  which  really 
wanted  the  northern  associations. 
The  price:  stock  then  valued  at 
$16.8  million.  Assuming  an  offer- 
ing price  of  $30,  Ludwig's  900,000 
shares  are  today  worth  $27  mil- 
lion—triple his  original  investment. 

"We  think  owning  4%  of  Ahman- 
son is  a  good  investment,"  says 
John  Notter,  who  at  37  is  a  key 
Ludwig  executive.  "We  have  no 
plans  to  sell  our  shares." 

Ludwig  followed  the  same  sti"at- 
eg>'  with  his  Colonial  Savings  & 
Loan  of  the  South,  which  he 
amassed  for  $8  million  cash  and 
traded  earlier  this  year  to  Imperial 
Corp.  of  America  for  stock  now 
valued  at  $14  million. 

So  at  a  time  when  most  canny 


O.K.  Ludwig 


money  men  are  buying  for  stock 
and  selling  for  cash,  Ludwig  is  do- 
ing just  the  opposite.  "Yes,  we  take 
the  opposite  direction,"  says  Notter. 
"But  the  record  speaks  for  itself. 
We  sell  to  the  right  people  at  the 
right  time."  Translation:  That  Lud- 
wig is  a  helluva  trader.  ■ 


The  Zombanakis  Jump 

In  opting  last  month  to  join  First 
Boston  Corp.,  one  of  the  U.S.'  big- 
gest investment  bankers,  Minos 
Zombanakis  is  leaving  New  York's 
Manufacturers  Hanover  in  the 
lurch.  The  imaginative  46-year-old 
Greek  had  been  with  Manny  Han- 
over since  1958,  and  had  run  its 
spectacularly  successful  merchant 
banking  operation  in  London.  He's 
known  for  the  "Zombanakis  plan" 
which  used  bank  loans  to  recycle 
$1  billion  back  into  the  Italian 
economy  during  that  country's 
1969-70  balance-of-payments  crisis. 
Innovations  like  these  helped  Man- 
ufacturers Hanover  Ltd.,  according 
to  Zombanakis,  show  a  return  on 
capital  of  close  to  100%. 

Zombanakis  says  he  left  to  head 
First  Boston's  embryonic  European 
setup— now  only  offices  in  London 
and  Zurich— because  large  bank 
loans  to  governments  are  less  need- 
ed. Instead,  the  Euro-currency 
market  is  generating  capital  to 
rationalize  European  production 
methods.  This  demands  more  spe- 
cialized financing,  equities  as  well 
as  debt,  which  First  Boston  handles 


Zombanakis  of  First  Boston 


well  in  the  U.S.  but  has  yet  to 
develop  overseas. 

U.S.  commercial  banks,  Zomba- 
nakis points  out,  "are  faced  with 
philosophical  problems  when  they 
go  into  investment  banking  over- 
seas." U.S.  commercial  banks  can't 
also  be  investment  bankers.  And 
it  is  hard  to  keep  good  international 
bankers  at  salaries  the  fellows  back 
home  are  getting.  As  a  director  of 
First  Boston,  Zombanakis  gets  a 
piece  of  the  action.  "I  have  no  pre- 
occupation with  money,"  says  Zom- 
banakis. "I've  always  lived  on  in- 
come alone  before."  But  he  won't 
anymore.  Says  one  Manufacturers 
Hanover  Ltd.  oflBcial:  "We  just 
couldn't  afford  the  kind  of  money 
they're  paying  him." 

The  move  is  an  obvious  blow 
to  Manufacturers  overseas  because 
Zombanakis  certainly  will  take  cli- 
ents with  him.  HLs  last  deal  was  an 
underwriting  for  Edniond  J.  Safra, 
the  Lebanese  millionaire  who  owns 
or  controls  six  banks,  including  Re- 
public National  Bank  of  New  York. 
Says  Gabriel  Ilauge,  Manufactur- 
ers' chairman,  "We're  sorry  to  see 
Minos  go.  But  we'll  expect  to  do 
some  deals  with  him  ourselves."  ■ 
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The  complete  scoreboard 
on  American  big  business! 


Forbes 


*n 


Annual  Report 


American  Industry 


charting  the  profit  and  growth  performance  of  the  more 
than  750  companies  with  sales  of  $200  million  and  over 


The  FORBES  Annual  Report  Issue  is  where  to  get  the 
facts  that  reveal  the  most  about  any.major  American 
company.  Our  25th  annual  edition  ranks  and  com- 
pares the  750  biggest.  The  biggest  in  profits.  In  earn- 
ings. In  stock  market  value. 

Many  of  these  companies  bounced  back  with  a  vigor 
in  1972.  The  story  of  that  achievement  is  here,  in  the 
figures  for  the  past  twelve  months. 

And  most  of  these  companies  survived  the  slide  of  '69 
and  70  without  permanent  injury.  Here's  where  to 
get  that  story  too,  in  the  form  of  the  five-year  figures. 
FORBES  ^'averages  a  company's  performance  over  a 
five-year  span,  but  these  averages  disclose  something 
more  than  performance.  They're  a  true  index  to  the 
quality  of  a  company's  management  over  the  long 
haul,  through  good  years  and  bad. 

FORBES'  summing  up  of  American  business  will  size 
up  not  only  individual  companies  but  leading  indus- 
tries —  some  25  of  them,  and  the  top  companies  in 
each.  While  certain  industries  are  still  in  serious 


trouble,  you'll  get  an  insight  into  the  momentum  and 
the  potential  of  all  25. 

The  25th  Annual  Report  Issue  will  offer  more  than 
two  dozen  significant  figures  on  every  company  cov- 
ered. All  meaningful  to  the  men  at  the  top.  These 
January  1  issues  are  kept  as  a  source  of  quick  ref- 
erence, and  discussed,  and  cited,  and  acted  upon 
for  months  after  date  of  issue. 

There's  no  question  FORBES  is  read  by  more  of  the 
men  at  the  top.  The  well-known  research  firm,  Erdos 
and  Morgan,  Inc.  has  long  been  studying  the  reading 
preferences  of  top  management.  In  18  studies  for 
FORBES  over  the  past  three  years,  Erdos  and  Morgan 
surveyed  top  officers  of  372  major  corporations  that 
were  clients  of  ad  agencies.  The  conclusion:  70%  of 
these  biggest  men  in  big  business  read  FORBES 
regularly. 

Now  you  know  where  to  reach  them  next  January  1. 

Closing  date  for  4-color  advertising  is  November  20. 
For  black-and-white  and  2-color  it's  December  4. 


Forbes:  capitalist  tool 


Faces  Behind  the  Figures 


Silenced? 

The  ripe  odors  rising  up  from 
many  a  corporate  accounting  dis- 
closure have  nauseated  most  in- 
vestors and  anyone  who  cares  about 
a  health)  free  enteiprise  system. 

This  spring  William  C.  Foster, 
the  New  York  Stock  Exchange's 
assistant  director  of  stock  list,  spoke 
up  at  a  Chicago  financial  seminar. 
He  warned  that  misleading  ac- 
counting practices  are  harming  the 
whole  business  community.  He  pro- 
tested the  treating  as  "extraordinary 
losses"  what  are  in  many  cases  sim- 
ply regular  operating  losses.  He 
cited  Ampex,  Collins  Radio,  Cela- 
nese  and  Computer  Sciences  for 
huge  recent  write-ofiFs  of  defened 
expenses— which,  perhaps,  should 
never  have  been  deferred.  He  also 
cited  Ashland  Oil  for  writing  off 
"economic  and  environmental  prob- 
lems." Can  an  oil  company,  he 
asked,  count  environmental  costs  as 
being  "extraordinary"? 

Did  Foster's  speech  indicate  that 
the  Big  Board  was  cracking  down 
on  corporate  reporting?  Were  some 


Foster  of  the  NYSE 


big  companies  in  the  Big  Board's 
black  book?  The  New  York  Times 
asked  for  a  copy  of  Foster's  speech 
and  got  a  copy  with  the  company 
names  deleted.  Forbes  asked  for  an 
interview  with  Foster  and  was  told 
bluntly    that    there    would    be    no 


further  word  on  the  subject  from 
the  stock  exchange.  Left  unan- 
swered then  was  the  question: 
Was  Foster  speaking  only  for  him- 
self, or  did  he  reflect  Big  Board 
policy  when  he  said  many  firms 
were  misleading  stockholders?  ■ 


Back  fo  £arth 

"Eight  years  ago,"  says  Chris- 
topher Lewinton,  40,  just  named 
managing  director  of  Britain's  200- 
year-old  Wilkinson  Sword,  Ltd., 
"people  were  knocking  the  door 
down  trying  to  buy  us.  We  had 
delusions  of  grandeur:  We  made 
$4  million  on  sales  of  $30  million, 
and  went  public  at  the  peak,  after 
becoming  a  consumer  goods  com- 
pany in  18  months." 

Yet  in  those  days  Wilkinson  did 
possess  a  sort  of  grandeur.  After 
all,  it  had  changed  the  face  of  the 
shaving  industry  with  its  startling- 
ly  successful  stainless  steel  blade, 
putting  even  a  monolith  like  the 
giant  Gillette  Co.  on  the  defensive. 
But  thereafter  Wilkinson  was  hard 
put  to  translate  its  sales  gains  in- 
to higher  earnings  per  share,  as  the 
London  Stock  Exchange  was  quick 
to  observe.  Last  year,  in  fact,  it 
earned  only  $3  million  on  $62  mil- 
lion in  sales. 

Lewinton  is  the  man  who  capital- 
ized on  Wilkinson's  original  break- 
through. An  engineer  by  training 
and  a  manager  by  experience,  it 
was  he  who  went  to  the  U.S.  in 
1961  and  nailed  down  a  not  in- 
considerable 9%  chunk  of  the  U.S. 


and  Canadian  market.  By  1970  he 
was  assistant  managing  director, 
and  early  this  year,  after  the  death 
of  President  Peter  Randolph,  he 
was  put  in  as  managing  director  by 
the  controlling  Randolph  family 
with  the  injunction  to  "change  the 
shape  of  the  company." 

Wilkinson  already  operates  in 
three  areas— shaving  equipment, 
hand  tools  (hedge  clippers,  pnin- 
ing  shears  and  the  like)  and  pro- 
tection devices  (such  as  fire  and 
burglar  alarms).  Lewinton  believes 
the  company  can  build  on  its 
strength  in  these  areas  and  move 
into  other  things.  He  just  bought 
Scripto's  European  pen  business 
with  the  idea  of  selling  pens 
through  Wilkinson's  highly  effective 
marketing  and  distribution  system 
in  Britain,  Germany  and  Australia, 
and  he  is  going  into  partnership 
with  outfits  like  Colgate  and  Brit- 
ain's Reckitt  &  Colman  in  market- 
ing and  distribution  deals  in  coun- 
tries where  Wilkinson  is  weak. 

Despite  the  fact  that  it  showed 
a  15%  earnings  gain  in  this  year's 
first  half,  Wilkinson  is  still  bur- 
dened with  the  formidable  cost  of 
competing  with  a  marketing  giant 
like  Gillette.  But  Lewinton  clearly 
means  to  give  it  a  try.  ■ 


Lewinton  of  Wilkimon  Sword 
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Faces  Behind  the  Figures 


From  Passive  to  Active 

.'X 

Half  Dutch  and  half  British, 
with  about  3%  of  its  stock  held  by 
Americans,  giant  Unilever  Corp. 
combines  under  one  roof  the  world's 
largest  food  company  and  the 
world's  largest  toiletries  company. 
But  despite  its  $7.5  billion  in  sales, 
it  is  far  from  the  most  profitable 
of  either.  Between  1961  and  1970 
it  added  $2.8  billion  in  sales,  but 
only  a  paltiy  $36  million  in  profit. 
So  critics  have  tended  to  shrug, 
what  else  would  you  expect  from  a 
sluggish    old   European   oligopoly? 

Unilever  has  two  chairmen, 
one  Dutch  and  one  British;  so  last 
month,  when  Forbes  caught  the 
Dutch  chairman,  Geerit  Klijnstra 
(pronounced  Klinestra)  in  Lon- 
don, we  put  the  question  about 
profits  to  him. 

An  unflappable  six-foot-three  en- 
gineer, Klijnstra  conceded  that  Uni- 
lever had  long  pursued  a  policy 
of  sales  first,  profits  second.  But 
that  has  changed,  he  said,  pointing 
out  that  Unilever's  profits  took  a 
big  turn  for  the  better  last  year: 
up  $8  million  on  a  sales  increase 
of  only  $600  million,  and  on  a  per- 
share  basis,  up  from  $3.19  to  $4.66. 


Why  did  it  take  Unilever  so  long 
to  do  something  about  that?  Why 
did  it  have  to  call  the  British 
branch  of  McKinsey  &  Co.  in  to 
make  a  thorough  study  of  the  prob- 
lem? Klijnstra  replied:  "It's  a  hard 
job  for  a  large  organization  like 
ours  to  get  the  message  through 
that  the  goal  wasn't  just  to  get  a 
few  more  dollars  out  of  the  mar- 
ket, but  to  improve  profitability  by 
cutting  down  on  inventories  and 
improving  efficiency  in  manufactur- 
ing." To  get  the  message  through, 
says  Klijnstra,  "We  are  getting 
more  active  management  from  the 
top.  We  have  gone  from  a  passive 
direction  from  the  top  to  an  active 
direction  from  the  top. 

"What  we  have  been  doing  is 
gradually  shifting  from  commodities 
into  convenience  foods;  frozen 
foods,  for  example,  are  still  growing 
fast  in  Europe.  We  have  been  able 
to  revive  our  big  margarine  busi- 
ness by  bringing  out  new  varieties 
—health  margarine,  for  example." 

Defending  Unilever's  record  dur- 
ing the  years  of  the  profit  squeeze, 
Klijnstra  reflected:  "I  don't  want  to 
criticize  myself  or  my  predecessors, 
but  life  was  easier.  I  was  on  the 
board  myself  in  those  days.  Given 


Klijnstra  of  Unilever 


the  European  mentality  toward 
competition  in  the  past,  it  was  more 
difficult  to  get  high  yields  than  it 
was  in  the  U.S.,  where  making  a 
profit  is  not  a  crime."  That  old  at- 
titude, Klijnstra  recognizes,  is 
changing  because  change  it  must: 
Time  and  again  the  pursuit  of  vol- 
ume to  the  neglect  of  profit  margins 
has  only  led  to  corporate  disaster.  ■ 


Pale  Ale  Man 

For   nearly   two   decades   now, 
rotund,   red-haired  Joseph   Griese- 
dieck,  53,  president  of  St.   Louis' 
Falstaff   Brewing,    has    relentlessly, 
pursued  his  ambition  to  transform 

Gr/esed/eck  of  Falstaff 


his  family-dominated  company, 
now  the  U.S'  fifth-largest  brewer, 
into  a  national  company.  The  trou- 
ble is  that,  instead  of  building  his 
way  into  new  markets,  Griesedieck 
has  expanded  by  acquiring  a  suc- 
cession of  regional  brewers.  As  a 
result,  Falstaff,  with  its  various  re- 
gional brands,  is  hard  put  to  com- 
pete with  nationally  promoted  prod- 
ucts like  Budweiser  and  Schlitz. 

Last  year,  in  fact,  Falstaff's  sales 
volume,  at  $141  million,  was  less 
than  it  was  in  1965  when  it  ac- 
quired New  England-based  Nar- 
ragansett  Brewing;  its  profit  mar- 
gins had  narrowed  by  40%  and  its 
per-share  earnings  had  dropped 
from  $1.22  to  31  cents  a  share. 
With  its  breweries  running  well  be- 
low capacity,  Falstaff  simply  could 
not  achieve  anything  like  the  max- 
imum economies  of  scale. 

This  is  why,  Griesedieck  argues, 
Falstaff^'s  acquisition  last  March  of 
Newark's  profitless  P.  Ballantine  & 
Co.  made  good  sense.  For  once, 
Griesedieck  did  not  buy  a  brewery. 
He  bought  a  group  of  products- 
its  popular  priced  beer,  and  its  two 
premium-priced  ales   (regular  Bal- 


lantine and  India  Pale).  Falstaff 
would  produce  them  at  its  existing 
breweries  and  so  reap  the  econo- 
mies of  capacity  operation.  Assum- 
ing, of  course,  that  Griesedieck  can 
hold  Ballantine's  markets. 

Can  he?  What  really  excites 
Griesedieck  about  Ballantine  is  its 
ale.  He  plans  to  revamp  it  to  ap- 
peal to  a  30s  youth  market  that  is 
tiring  of  innovations  like  fruit  wines. 
Though  following  Ballantine's  ale 
formula  "pretty  religiously,"  Griese- 
dieck has  "gotten  rid  of  some  of 
the  overpowering  aroma"  and  so 
changed  the  taste.  With  this  new 
modified  ale,  he  hopes  to  expand 
into  Texas  and  California. 

The  question,  of  course,  is 
whether  Griesedieck  can  create  a 
new  market  without  destroying  the 
old  one  in  which  Ballantine  used 
to  recognize  its  Ale  Man  as  a  breed 
apart.  Griesedieck  has  no  doubts. 
"That's  probably  the  greatest  dif- 
ficulty in  this  business,"  he  says, 
"getting  the  overage  executive  to 
agree  that  he  doesn't  know  what 
the  public  wants.  You've  got  to 
let  the  young  people  tell  you  what 
they  want."  ■ 
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Hey,  Leo  Burnett! 

Some  of  the  most  Important  executives  you  know  run  these  companies: 


Brown  Shoe  Company 
Commonwealth  Edison  Company 
General  Development  Corp. 
General  Motors  Corp. 
The  Green  Giant  Company 
H.  J.  Heinz  Co. 

(Star-Kist  Foods,  Inc.) 
Heublein,  Inc. 

(Kentucky  Fried  Chicken  Corporation) 
Keebler  Company 
Kellogg  Company 
Kroehler  Mfg.  Co. 
Mattel,  Inc. 


The  Maytag  Company 

Pfizer  Inc. 

Philip  Morris,  Inc. 

The  Pillsbury  Company 

The  Procter  &  Gamble  Company 

Richardson-Merrell  Inc. 

(Vick  Chemical  Co.) 
Schenley  Industries,  Inc. 
Schlitz,  Jos.,  Brewing  Co. 
Union  Carbide  Corp. 
Union  Oil  Company  of  California 
United  Air  Lines 


And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan: 


QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 

No. 

% 

FORBES 

213 

70.5 

Time 

165 

54.6 

Business  Week 

148 

49.0 

Fortune 

129 

42.7 

Newsweek 

97 

32.1 

U.S.  News  &  World  Report 

89 

29.5 

None  specified 

11 

3.6 

If  you  have  checked 

more  than  two 

of  the  above 

magazines,  which  two 

most  thoroughly? 

FORBES 

136 

45.0 

Time 

121 

40.1 

Business  Week 

87 

28.8 

Fortune 

61 

20.2 

Newsweek 

56 

18.5 

U.S.  News  &  World  Report 

46 

15.2 

Not  stated 

27 

8.9 

Now  it's  likely  that  all  the  officers  of  these  important  Leo  Burnett  clients  receive  all  six  of  these  magazines 
regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  execu- 
tives, don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a 
convincing  assortment? 


Forbes  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


'Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  April  and 
May  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  ail  Leo  Burnett  clients  (or 
their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies).  Of  a  net 
mailing  to  416  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comp- 
trollers), 302  or  72.6%  responded. 


The  Funds 


Taking  the  Heart  Out 

Kansas  City  likes  to  label  itself 
the  Heart  of  America,  is  even  to- 
day suspicious  of  Easterners  and 
bristles  with  civic  pride.  That's  why 
members  of  the  exclusive  Kansas 
City  Club  used  to  boast  about 
home-grown  United  Funds,  which 
local  broker  Waddell  &  Reed  had 
nurtured  from  peanuts  in  1940  to 
one  of  the  nation's  larger  mutual 
fund  complexes,  with  assets  that 
reached  $2.4  billion  in  1969. 

But  that  year  Waddell  &  Reed 
was  bought  for  $82.5  million  cash 
by  a  financial  conglomerate  run 
by  two  mysterious  Boston  brothers, 
Monte  and  Neil  Wallace.  At  $80  a 
share,  Cameron  Reed,  Chauncey 
Waddell  and  tough  Joe  Jack  Merri- 
man,  United's  former  president 
(who  also  married  a  Folger  coffee 
heiress),  did  pretty  well  for  them- 
selves. But,  asked  the  members  of 
the  Kansas  City  Club,  what's  go- 
ing to  happen  to  "our"  United 
Funds  with  those  slick  Easterners 
running  all  that  money? 

The  answer  seems  to  be,  not 
enough,  and  all  too  much.  Not 
enough  in  the  sense  that  Waddell 
&  Reed's  three  big  funds— United 
Accumulative,  United  Income  and 
United  Science— have  just  below 
$2.4  billion  in  net  assets  today,  a 
little  less  than  in  1969.  United  Ac- 
cumulative was  given  a  poor  D  in 
down  markets  by  Forbes  and  only 
a  mediocre  C  in  up  markets;  it, 
ranked  258  on  the  Sept.  15,  1972 
Arthur  Lipper  list  of  500  mutual 
funds.  United  Income  was  a  some- 
what better  performer,  rising  as 
far  as  174  recently  on  the  Arthur 
Lipper  list. 

And  too  much?  Perhaps  that  de- 
pends on  what  kind  of  boots  you 
wear.  A  lot  has  been  going  on  un- 
der the  new  Boston  ownership.  The 
Wallace's  holding  company.  Conti- 
nental Investment  Corp.,  has  in- 
stalled new  directors  and  new  man- 
agers and  has  tried  to  tie  the  funds 
in  with  Continental's  other  wheels: 
John  P.  Chase,  an  old-line  Boston 
investment  counselor  and  mutual 
fund  manager;  two  life  insurance 
companies;  Investors  Mortgage  In- 
surance, which  insures  the  top  20% 
of  a  mortgage  loan;  and  American 
Lakes  &  Land  Co.,  a  Tennessee 
developer  of  recreational  homesites. 

In  the  interim  the  Wallaces 
haven't  done  too  badly  for  them- 


selves. They  bought  their  61%  of 
Continental  Investment  at  59  cents 
a  share,  or  $4.5  million,  and  it  was 
worth  about  $120  million  at  mar- 
ket recently.  Net  income  has  risen 
from  $1.7  milhon  to  $6.9  million 
last  year. 

Back  in  1961  the  Wallaces  were 
just  another  couple  of  ambitious 
Boston  lawyers.  Then  they  put 
$20,000  in  a  redl  estate  investment 
trust.  Continental  Mortgage  Inves- 
tors. The  timing  was  right.  Conti- 
nental Mortgage,  no  relation  to 
Continental  Investment  although 
the  Wallaces  run  both,  is  now  the 
nation's  biggest  independent  real 
estate  investment  trust.  Indeed, 
these  days  they  have  grown  so  big 
and  busy  that  they  seek  to  maxi- 
mize their  leisure  time  for  relaxa- 
tion;   one  way   they   do   it  is   by 


"Our  lawyers 
have  told  us 

not  to  supply 
any  pictures. 


turning  down  interview  requests 
and  by  keeping  their  photographs 
out  of  the  annual  reports  of  the 
two  Continentals. 

But  they  haven't  been  all  that 
relaxed  about  the  $82.5  million 
they  raised  to  buy  Waddell  &  Reed. 
It  came  with  an  18-month  unse- 
cured bank  loan  taken  down  from 
a  consortium  of  20  banks  led  by  the 
innovative  First  National  of  Bos- 
ton. The  Wallaces  have  scratched 
to  keep  the  banks  happy.  They 
floated  a  $32-million  debenture  is- 
sue, which  has  features  that  could 
dilute  their  shares,  to  knock  down 
the  loan.  Then  earlier  this  year  they 
set  up  a  bank  refinancing  at  1% 
above  the  prime  rate. 

United  Funds  have  a  big  pub- 
lic—nearly 400,000  shareholders- 
watching  all  this  inside  carrying- 
on.  And  a  large  proportion  are  in 
the  midwestern  region  surrounding 
Kansas  City.  Some  of  them  are  still 
scratching  their  heads  over  the 
deal  for  Waddell  &  Reed  because  it 
involved  $62  million  for  goodwill. 

The  sale  has  also  drawn  its  share 
of  stockholder  suits,  most  of  which 
have  now  been  combined  in  one 
action.  Picking  up  the  cause  has 
been  the  New  York  City  law  firm 
of  Pomerantz  Levy  Haudek  & 
Block,    which    has    already    clob- 


bered the  mutual  funds  over  recap- 
turing brokerage  commissions.  Part 
of  the  United  Funds'  shareholders' 
claims  have  been  disallowed.  But 
Abe  Pomerantz  doesn't  give  up 
easily.  Partner  William  Haudek 
thinks  he  has  a  leg  up  in  a  recent 
decision  by  the  U.S.  Court  of  Ap- 
peals for  the  Second  Circuit  ques- 
tioning how  much  a  fund  adviser 
can  get  when  he  sells  out.  In  other 
words,  some  sale  proceeds  may  go 
to  shareholders,  not  an  adviser. 

United  seems  to  have  more  than 
its  share  of  legal  actions.  The  Se- 
curities &  Exchange  Commission 
recently  forced  its  off-shore  opera- 
tion in  Bermuda  to  go  out  of  busi- 
ness, and  it  does  not  lack  for  other 
problems.  To  offset  a  decline  in 
the  company's  direct  sales  force, 
which  had  fallen  from  about  4,500 
to  fewer  than  2,500,  William  A. 
Reasoner,  a  tub-thumping  sales 
type  from  the  Kirby  vacuum  clean- 
er company,  was  brought  in  as 
president  of  the  funds.  Reasoner's 
approach  has  included  a  hike  in 
commissions  and  the  pushing  of 
"total  investment"  packages  that 
include  insurance  from  the  Conti- 
nental group. 

Another  innovation  is  the  estab- 
lishment of  three  new  load  funds. 
United  Vanguard,  United  Conti- 
nental Income  Fund  and  United 
Continental  Growth  Fund.  Along 
with  a  bond  fund  set  up  in  1964, 
United  can  now  boast  a  spectrum 
of  seven  mutual  funds  in  the  U.S. 
It  also  has  five  Canadian  funds. 
With  mutual  fund  sales  generally 
flat  and  redemptions  high,  the  ob- 
jective has  been  to  get  disgruntled 
shareholders  to  use  the  free  conver- 
sion privilege  to  shift  into  the  new 
funds;  and  United  has  enjoyed  a 
measure  of  success  in  doing  that. 

Meanwhile,  many  Kansas  Citians 
have  been  a  bit  bewildered  by  the 
turnover  in  the  headquarters  staff, 
the  number  of  analysts  who  have 
come  and  gone,  and  above  all  by 
the  sudden  mania  for  secrecy.  The 
funds  have  pulled  out  of  the  In- 
vestment Company  Institute,  and, 
reversing  past  policy,  no  longer  re- 
veal quarterly  figures  of  sales  and 
redemptions.  When  Forbes  called 
Waddell  &  Reed's  public  relations 
representative  about  pictures  that 
had  been  promised  of  some  top 
W&R  executives,  the  response  was 
the  remark  quoted  in  heavy  type 
at  the  left. 

In  the  past  three  years  the  in- 
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We  give  you 

as  much 

privacy  in 

Los  Angeles 

as  in 

Louisville 


That's  because  we  give  you  the 
same  kind  of  great  room 
everywhere.  A  quiet,  comfort- 
able room.  With  double  drapes. 
Convenient  desk  space. 
Bigger  beds.  Just  call  the 
Howard  Johnson's 
Motor  Lodge  nearest  you 
for  a  confirmed  reservation 
at  any  of  our  460  locations. 

Someone  you  know, 
wherever  you  go. 


A 


MOUJARD  ,, 

JoMnsonS 


MOTOR  LODGES  I  RESTAURANTS 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $14,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $14,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
Investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  .  .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services  jnc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


The  Funds 


\'estment  technique  of  the  funds 
has  yet  to  show  any  decided  sharp- 
ness. The  portfolio  approach  has 
generally  been  balanced  and  bland, 
with  most  industry  categories 
represented.  And  United  Accumu- 
lative carries  heavy  losses  in  Chrys- 
ler, Boise  Cascade  and  General 
Instrument. 

One  special  strength  of  the  Unit- 
ed group  of  funds  has  been  their 
captive  broker,  Kansas  City  Secu- 
rities Corp.,  which  provides  Conti- 
nental Investors  with  29%  of  its 
net  income,  as  compared  with  only 
16%  from  the  Waddell  &  Reed  and 
Chase  fund  operations  combined. 
KCSC  pioneered  in  1965  by  ac- 
quiring an  institutional  seat  on  the 
Pacific  Coast  Stock  Exchange, 
which  enabled  it  to  cut  brokerage 
commissions  of  the  United  Funds 
by  as  much  as  60%.  But  that  ad- 
vantage has  faded  now  that  ne- 
gotiated block  trades  have  be- 
come commonplace. 

The  United  Funds  were  also 
trading  cheaply  on  the  New  York 
Stock  Exchange  for  a  while  earlier 
this  year  through  a  small  member 
firm,  Robert  W.  Stark  Jr.,  Inc.,  in 


which  KCSC  has  picked  up  a  95% 
earnings  interest.  But  this  was  halt- 
ed in  midsummer,  when  the  ex- 
change expelled  the  firm  but  let 
Stark  keep  his  own  seat.  Stark  and 
KCSC  have  responded  by  filing  a 
treble  damage  antitrust  suit  against 
rfie  Big  Board. 

If  the  issue  is  finally  decided  in 
KCSC's  favor— which  is  of  course 
b\'  no  means  certain— United  share- 
holders should  benefit.  In  the  past, 
half  the  profits  of  KCSC  had  been 
applied  to  reducing  the  advisory 
fees  that  Waddell  &  Reed  charges 
the  funds,  and  direct  access  to  the 
Big  Board  should  cut  those  fees 
still  further.  However,  Waddell  & 
Reed  is  still  behind  the  times  in  this 
area,  as  many  big  funds  have  been 
using  100%  of  their  brokerage  prof- 
its to  reduce  advisory  fees. 

But  all  the  turmoil  over  Stark 
and  KCSC  is  not  helping  the  Unit- 
ed Funds  to  invest  their  money 
any  more  wisely  or  to  sell  any  more 
mutual  fund  shares.  So  far,  the 
only  thing  that  having  an  out-of- 
towner  in  charge  of  United  Funds 
seems  to  have  achieved  is  to  make 
I    the  Wallaces  wealthier. 


Sears  Moves  Slowly 


For  almost  a  decade,  the  mutual 
funds  braced  for  the  jolt:  Sears, 
Roebuck's  entry  into  the  business. 
Early  in  1970  Allstate  Enterprises 
Mutual  Fund  appeared.  But  no  jolt. 

After  2K  years,  Allstate  has 
112,000  .stockholders  and  $225 
million  in  assets.  That's  pleasing 
growth,  but  it's  not  enough  to  jolt 
anyone.  Even  though  6,500  All- 
.state  in.surance  agents  now  sell  mu- 
tual funds,  the  word  is:  no  hard 
sell.  The  mutual  fund  is  just  one 
product  an  agent  offers  in  his 
evolving  role  as  financial  adviser. 

Explains  Archie  Boe,  chairman 
and  chief  executive  of  Sears  All- 
state Enterprises:  "Our  agents  are 
trained  to  meet  the  needs  of  the 
family.  If  they  need  life  insurance 
protection,  they  are  encouraged 
to  buy  life  insurance.  If  their  asset 
and  income  position  points  to  mu- 
tual funds,  they  are  encouraged 
to  buy  mutual  funds.  We  have  no 
pressure  fund  selling,  and  I  feel 
that  is  reflected  in  our  low  redemp- 
tion rate."  AUstate's  redemption 
rate  is  presently  running  about  35% 
of  sales  compared  with  the  indus- 


try's average  of  over  100%. 

The  fund's  record  has  been  good 
but  not  spectacular.  The  net  asset 
value  per  share,  with  dividends  in- 
cluded, went  up  10%  in  1970,  22.8% 
in  1971,  and  14.6%  by  midyear 
1972.  In  1970  the  Dow  Jones  in- 
dustrial average  went  up  11.3%;  in 
1971,  6.1%;  and  by  mid-1972,  7.9%. 

But  Sears  wouldn't  be  Sears  if 
it  was  satisfied  with  running  just 
another  good  mutual  fund.  It  had 
—and  still  has— bigger  aims.  Ba- 
sically, it  hopes  to  grow  by  broad- 
ening the  market.  "Our  customers 
pretty  much  reflect  the  U.S.  cen- 
sus," says  Ray  Ewing,  an  Allstate 
executive.  "We  are  literally  .selling 
to  the  full  range.  We  particularly 
can  find  the  guy  who  might  not 
have  gone  into  the  market  earlier 
because  he  lives  in  an  area  where 
a  broker  might  not  be  available 
or  because  he  is  not  quite  sure  of 
how  to  get  into  the  market.  No 
one  is  afraid  to  walk  into  the  All- 
state office  or  the  Sears  store  to  find 
out  about  mutual  funds." 

All  this  helps  explain  why  Scars 
hasn't  jolted  the  industry.  But  this 
doesn't  mean  it  has  small  ambi- 
tions. It's  just  smart:  It  may  be 
slow,  but  it's  very  thorough.  ■ 
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Which  of  these 

cities  has  the  h^est 

rate  of  high  school 

dropouts? 


Boston 
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Chicago 


Sc.  Louis 


San  Francisco 


Los  Angeles 


Give  New  York  the  booby 
prize. 

Almost  half  its  students 
entering  sophomore  year  of 
public  high  school  don't  grad- 
uate, the  highest  dropout  rate 
among  these  seven  cities. 

But  even  Los  Angeles' 
lowest-ranking  rate  is  a 
substantial  26%. 

Dropouts  in  these  propor- 
tions cause  concern.  Raising 
such  issues  as  whether  the 
problem  starts  with  the  drop- 
outs—or the  schools. 

And  because  there's  a  CBS 
Owned  AM  radio  station  in 
each  of  these  cities,  we  share 
the  concern  of  60  million 
people  about  public  education 
today.  So  we  try  to  do  some- 
thing about  it. 

New  Yorkers  learned  from 
a  five-part  WCBS  Newsradio 
report  how  a  spoken  dialect 
like  Black  English  can  be  an 
impassable  barrier  between 
children  and  teachers. 

WBBM  Newsradio  in  Chi- 
cago and  KCBS  Newsradio  in 
San  Francisco  both  concentrate 
on  education  news  in  special 
daily  series. 

WCAU  Philadelphia  is 
itself  part  of  a  school  curricu- 
lum. Students  come  to  the 
station  for  courses  in  broadcast 
communication,  earning  cred- 
its in  English,  in  this  effort  to 
make  studies  more  meaningful. 

Of  course,  making  things 
meaningful  is  our  full-time  job. 

Political  science.  History. 
Economics.  Urban  affairs. 
Earth  sciences.  Just  about 
everything  comes  into  the 
news  and  information  people 
need  now. 

So  we  do  our  homework. 

To  make  it  easier  to  stay 
dropped  in  on  today's  world. 

The  CBS  Owned 
AM  Stations 

We  feel  responsible  to  over 
60 1  lillion  people. 

NXnEEI  Newsradio  59,  Boston 
WCBS  Newsradio  88.  New  York 
WCAU  Radio  121,  Philadelphia 
WBBM  Newsradio  78,  Chicago 
KMOX  1120,  St.  Louis 
KCBS  Newsradio  74,  San  Francisco 
KNX  Newsradio  1070,  Los  Angeles 
Represented  by  CBS  Radio  Spot  Sales 


Source:  Percent  of  1968  full-time  public  school  tenth  graders  who  did  not  graduate  three 
years  later  ( 1970-7 1 ) .  Based  on  statistics  from  the  National  Center  for  Educational  Statistics, 
Office  of  Education,  U.S.  Department  of  Health,  Education,  and  Welfare. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


Not  a  New  Issue 


September  22,  1972 


400,000  Shares 


^^  The  Clorox  Company 


c 


Stock 


ommon 

(without  par  value) 


Price  $83  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  lawfully  offer  these  securities  in  this  State. 


Reynolds  Securities  Inc. 
Blyth  Eastman  Dillon  &  Co.     The  First  Boston  Corporation     Dillon,  Read  &  Co.  Inc. 

Incorporated 

duPont  Glore  Forgan  Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 


Kidder,  Peabody  &  Co. 

IncoriX)rated 


Kuhn,  Loeb  &  Co.     Loeb,  Rhoades  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

White,  Weld  &  Co. 

Incorporated 


Stone  &  Webster  Securities  Corporation 


Dean  Witter  &  Co. 

Incorporated 


Bache  &  Co, 

Incorporntrd 


E.  F.  Hutton  &  Company  Inc. 


Shearson,  Hammill  &  Co. 

Incorporated 
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Composed  of  the  following: 
Product/on 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  mventories) 

•  How  intensively  are  we  building?  (Dept.  of 

Note;   horbes    Index   revised. 


JULY  112.6 

AUG 113.9 

SEPT 115.0 

OCT 115.2 

NOV 116.7 

DEC 117.1 

JAN 117.8 

FEB 119.0 

MAR 122.0 

APR 122.5 

MAY 124.0 

JUNE 124.3 

JULY  124.4 

AUG.  (Prel.)    125.3 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer mstallment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


This  Unemotional  Stoc/(  IVIarl<et 


Life  is  always  more  fun  when  it  is  ex- 
citing. Right  now  there  is  httle  excite- 
ment in  the  stock  market,  other  than 
an  occasional  brief  flurry  spaiked  by 
peace  reports.  Generally,  however, 
the  emotions  the  market  is  stimulating 
are  neither  vigorous  nor  pleasant.  At  a 
time  like  this,  most  people,  whether 
they  admit  it  or  not,  are  experiencing 
considerable  regret  and  not  a  little 
impatience  for  something  to  happen, 
mixed  witli  a  tinge  of  appiehension. 
Of  course,  people  who  deal  in  stocks 
want  to  he  optimistic. 

There's  an  unconscious  disposition 
in  Wall  Street  to  reason  that  the  stock 
market  must  be  going  up  all  the  time, 
or  going  down  all  the  time,  and  that 
all  stocks  should  move  in  the  same 
direction  as  the  general  trend.  This, 
of  course,  is  not  true.  Some  stocks 
continue  td  go  down  in  the  best  bull 
markets,  and  some  stocks  continue  to 
go  up  in  the  worst  bear  markets.  And 
there  are  long  periods  when  the  gen- 
eral market  "does  nothing." 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


Whether  you  think  the  existing 
trend  in  the  market  is  bull  or  bear 
often  depends  on  what  stocks  you 
own.  For  instance,  in  the  last  few 
months  if  you  had  owned  land-selling 
stocks  or  inobile  homes  issues,  you 
would  have  been  conscious  of  a  bear 
market.  If  you  had  owned  savings  & 
loan  shares,  you  would  have  felt  that 
the  whole  market  was  in  a  bull  trend. 
Actually,  the  market  has  been  mixed 
all  this  year,  but  more  individual 
stocks  have  been  going  down  than  up. 
The  stocks  which  have  been  going 
down  often  have  been  doing  so  with 
a  vengeance,  whereas  those  going  up 
have  not  been  at  all  violent  about  it 
except  in  isolated  cases. 

But  the  level  of  investor  emotion 
has  much  to  do  with  the  volume  of 
trading  and  the  violence  of  price  fluc- 
tuations. The  market  goes  up,  or  goes 
down,  fastest  and  most  violently  when 
the  more  volatile  people  are  extreme 
in  their  thinking,  whether  optimistic 
or  pessimistic. 

Now  all  this  is  not  academic.  It  ap- 
plies to  the  present  situation.  Emo- 


tions about  stocks,  for  the  most  part, 
just  now  are  restrained.  Some  32  mil- 
lion owners,  of  course,  want  them  to 
go  up,  but  there  is  little  enthusiasm 
about  buying  more  because  they  see 
little  evidence  of  motion  in  the  right 
direction  in  the  near  future.  A  little 
evidence  that  stocks  are  going  up 
would  stimulate  the  emotion  to  buy 
and  cause  those  who  have  been  think- 
ing (reluctantly  and  indecisively) 
about  selling  to  refrain  from  doing  so. 
There  probably  would  be  more  emo- 
tionally oriented  buying  than  reason- 
oriented  buying— at  least  at  first. 

So  long  as  we  do  not  experience 
this  more  intense  psychological  buy- 
ing urge  and  the  less  intense  selling 
urge,  the  market  continues  in  the  dol- 
drums with  a  little  more  selling  than 
buying.  It  also  should  be  noted  that 
the  longer  this  near-deadlock  con- 
tinues, the  less  inclined  people  are  to 
do  anything.  Volume  declines  because 
the  emotion  to  do  anything  is  at  low 
ebb.  Some  extremists  continue  to  pre- 
dict disaster,  but  their  impact  on  senti- 
ment palls  as  time  goes  on. 

After  every  great  bull  market,  or 
even  after  the  small  ones,  there  is  a 
period  in  which  the  emotional  mis- 
takes of  overoptimism  and  heedless- 
ness must  be  corrected.  We  have  been 
going  through  such  a  period,  with 
varied  intensity,  since  1971. 

Just  as  a  matter  of  opinion,  I  think 
that  this  period  of  relatively  trendless 
inactivity  will  merge  into  a  moderate- 
ly better  market  in  weeks  rather  than 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 
Rio  Grande  Valley 

THIS   IS  OUR  47th  YEAR 

J^-bu.  Grapefruit  $  7.50 

Carton  of  12  Grapefruit $  5.70 

Full  bu.  Grapefruit $10.90 

Carton  of  6  Grapefruit $  3.95 

J^-bu.  G.F.  &  Oranges $  7.60 

Full  bu.  G.F.  &  Oranges §10.95 

G.F.  &  Oranges  in  Mexican 

bamboo  baskets : 
Yz-hu.  $8.50 Full  bu.  $12.50 

All  are  delivered  prices 


WE    TRUST    YOU!    Send    Your    gift    list 
now    and    pay    our    invoice    in    January. 


other  citrus  packs  and  also  pecans,   rare  honeys, 
fruit    cal<es.    cheese,    sniolsed    hams    and    turkeys. 

Write  for  free  Illustrated  folder. 
PITTMAN   &   DAVIS,   INC. 

900  N.  Exp.,  HARLINGEN.  TEXAS  78550 
Established  1926 


INVESTMENT^ 
MANAGEMENT 

WHY  GIVE  US 
PERMISSION  TO  BUY 
AND  SELL  WITHOUT 
YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for 
possible  capital  appreciation  for  investors 
who  appreciate  the  risks  and  rewards  of  a 
securities  portfolio.  You  own  the  stocks  — 
the  account  is  in  your  name  with  your  broker. 
But  we  give  all  the  buying  and  selling  orders. 
We  have  a  full-time  staff  of  experienced 
market  analysts  and  research  people.  If  this 
makes  sense  to  you,  give  us  permission  to 
send  you  our  booklet  "Personal  Investment 
f\/lanagement"  by  Spear  &  Staff. 


SPEAR&STAFF.INC. 

Investment  Management  Division  Dept.  MF015 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
your  investment  management  brochure. 


Name. 


Address  _ 
City 


State. 


-Zip- 


My  broker  is . _^_ 

Confidentially,  my  account  would  amount  to 

about  $ , 


in  months.  I  do  not  expectfiiowever, 
that  we  will  go  back  into  a  violent 
bull  market.  I  look  for  1973,  and  late 
1972,  to  see  more  interest  in  the  con- 
ventional and  cyclical  stocks,  and  for 
interest  in  the  glamours  to  be  much 
more  selective.  So  far  as  the  general 
market  goes,  I  would  counsel  not  to 
expect  too  much  either  way,  but  for 
more  market  strength  than  weakness. 
I  still  think  that  something  a  little 
better  than  1000  in  the  Dow  Jones 
industrials  by  the  end  of  the  year  is  k 
possibility.  But  this  could  happen 
without  accomplishing  more  than  a 
little  better  investment  demand  for  the 
good  stocks,  without  more  than  a  mild 
improvement  in  speculation. 

As  I  see  it,  restrained  thinking  may 
be  moderately  less  restrained,  but  we 
are  not  going  back  into  one  of  those 
devil-may-care  speculative  booms 
which  is  the  broker's  delight,  the  in- 
vestor's emotional  spree  and  the  per- 
formance man's  heaven.  Indeed,  I 
think  1973  will  provide  a  much  better 
climate  for  the  conservative  investor 
without  permitting  a  revival  of  specu- 
lation in  off-beat  fast-growth  stocks. 

Selected  Stocks 

Ethyl  (29)  continues  to  interest  me 
as  a  value  in  spite  of  the  recent  ana- 
lyst attacks  on  the  company's  future. 
Of  course  there  are  sorhe  problems 
here,  but  if  there  were  no^  problems 
the  stock  would  not  be  selling  at 
about  8  times  this  year's  earnings.  I 
expect  next  year's  earnings  to  be  bet- 
ter than  in  1972,  not  worse. 

Norfolk  ir  Western  (69)  on  an  ICC 
accounting  basis  is  expected  to  earn 
$9  a  share  this  year,  and  it  could  do 
even  a  little  better.  The  $5  dividend 
returns  more  than  7%.  The  company's 
transportation  ratio,  which  already  is 
about  as  good  as  before  the  Nickel 
Plate  merger,  could  improve  further. 

United  Aircraft  (43)  is  expected  to 
earn  $4.50  a  share  this  year,  and 
.should  earn  more  in  1973.  This  is  a 
quality  stock  which  has  done  well  in 
this  indifferent  or  worse  market. 

Cerro  (14)  is  a  very  speculative 
stock  with  mining  properties  in  Peru, 
a  country  afflicted  by  both  economic 
and  political  problems.  In  addition  to 
the  mines  there,  Cerro  is  heavily  in 
the  copper  fabricating  business  and 
has  an  81%  interest  in  Leadership 
Housing,  which  sells  at  around  8  on 
the  American  Stock  Exchange.  De- 
ducting the  price  of  one  share  (ap- 
proximately) of  Leadership  from  the 
price  of  one  share  of  Cerro  would  have 
Cerro  selling  for  about  $6  a  share.  I 
shall  be  disappointed  if  Cerro  does  not 
earn  in  excess  of  $2  a  share  this  year, 
with  earnings  very  conservatively 
stated.  Of  course  this  stock  is  not  for 
widows  and  orphans.  ■ 


xmm 


FundScope's 
1972  Mutual 
Fund  Guide 

A  532-page  book 
with  all  the  basic 
information  you 
need  on  468 
Mutual  Funds. 
Load  &  No-Load. 


This  Guide  alone  sells  for  $15 
IT'S  YOURS  WITH  A  TRIAL 
SUBSCRIPTION  TO  FUNDSCOPE 

Special  Offer  (new  subscribers  only) 
Send  just  $1 7  for  the  next  3  issues  of 
FundScope,  a  thinking  man's  guide  to  mutual 
funds.  PLUS— 3  big  bonuses:  "Are  No-Load 
Funds  A  Bargain?",  "Which  Funds  Were 
Top  Performers?",  "Which  Funds  Performed 
Well  in  Up  and  Down  Markets?",  AND  the 
532-page  April  1972  Mutual  Fund  Guide, 
the  new  Bible  of  the  fund  Industry. 

ACT  NOW:  Mail  your  $1 7  today,  or  if  you 
prefer  the  above  offer  with  a  money-saving 
14-month  subscription,  send  $60.00 
(10-day  returnable  guarantee).  Include  ZIP. 
No  salesman  will  call.  Not  available  on 
newsstands. 

FundScope  Dept.  40.  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Calif.  90067 


WHICH   3 

NO  LOADS 


no   hfokcf   fet- 


ARE  LEADING  THE  WAY  UP  ? 
SHOULD  YOU  BUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 
PLUS 


our  new  bonus  report 
Load  vs.  No-Load 


Reg.  $2 


ALL  for  only  $1    (new  subscribers  only) 
Just  mail  ttiis  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-22,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 


imoflnn 
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"WE  KNEW 
ALL  AIRLINES 
WERE  FAST 
IN  THE  AIR- 
PAN  AM'S 
CARGO  AD  TOLD 
US  HOW  FAST 
THEY  WERE 
ON  THE  GROUND." 


CHARLES  F.TRAPP 
PRESIDENT 
FORMSPRAG  COMPANY 

^^ 


"\Ne  were  looking  for  ways  to  save 
shipping  time. 

Rigint  now,  we  bring  in  clutches 
and  parts  from  Vienna  to  Detroit 
while  we  start  up  our  own  manu- 
facturing. But  our  accounts  expect 
delivery  as  quickly  as  if  our  factory 
was  next  door. 

We  happened  to  see  a  Pan  Am 
ad  that  talked  about  what  the 
carrier  could  do  to  get  cargo  ready 
for  Customs  clearance. 

That  was  the  kind  of  approach 
we  wanted,  so  we  called  Pan  Am® 
and  explained  the  situation.  They 
listened. 

We've  got  the  distribution  prob- 
lem licked  now.  We  can  have  a 
shipment  at  the  warehouse  within 
5  days  of  placing  the  order  by  Telex. 

But  if  that  ad  hadn't  prompted  us, 
we  might  be  giving  our  customers 
fast  excuses  instead  of  fast 
service." 


Business  advertising  works. 

Business  people  prove  it. 

And  so  does  recent  research, 
like  the  Morrill  Study.  Based  on 
interviews  with  40,000  'brand 
deciders',  the  study  shows  that 
share  of  nnarket  goes  up  when 
sales  calls  are  supported  by  adver- 
tising. And— more  remarkably- 
selling  expense  as  a  percent  of 
sales  goes  down. 

If  you  want  more  information  on 
Morrill  research,  write  to  John  B. 
Morrill  Company,  22  Skinner  Path, 
Marblehead,  Mass.  Or  contact  a 
sales  representative  of  any  of  the 
publications  below. 


BusinessWeek 


Forbes 


FDrtune 


Newsweek 
l,U.S.News  l^g^ij 

Make  a  regular 

appointment  with 

management. 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Why.., 


.  . .  should  anyone  want  to  buy  stocks? 
This  apparently  is  the  question  which 
a  great  many  people  have  been  asking 
themselves  recently.  Why  indeed? 

I  have  been  preaching  for  years  that 
the  one  and  only  reason  to  buy  and  to 
hold  common  stocks  is  the  prospect  of 
appreciation.  The  objective  is  wonder- 
ful in  theory,  but  it  does  not  neces- 
sarily work  out  that  way.  The  proof 
of  the  pudding  is  the  rather  lame  per- 
fomiance  of  so  many  mutual  funds 
which  not  only  have  their  own  in- 
house  research,  but  also  get  the  bene- 
fit of  the  smartest  (and  commission- 
hungry)  brains  in  The  Street. 

The  selection  process,  obviously,  is 
full  of  dangerous  pitfalls,  particularly 
when  one  seeks  to  maximize  the  profit 
potential.  Who,  besides  IBM,  really 
has  made  money  consistently  in  the 
computer  business,  a  growth  industry 
par  excellence?  And  what  happened 
to  Transitron,  which  was  supposed  to 
be  another  Texas  Instruments?  Or 
American  Photocopy  (now  Apeco), 
which  sold  in  the  40s  in  1961  when 
Xerox  was  selling  around  8  (adjusted)? 
For  every  winner  there  have  been 
scores  of  outright  failures  or  at  least 
disappointments,  and  that  goes  for  al- 
most any  industry,  but  particularly 
for  growth  industries  where  it  is  often 
not  possible  to  separate  the  chaff  from 
the  wheat  while  companies  are  still  in 
an  embryonic  state. 

The  difficulties  are  aggravated  by 
differences  in  accounting  practices  per- 
mitting earnings  to  be  reported  which 
may  or  may  not  be  "real."  By  the  time 
the  financial  shenanigans  are  exposed, 
it  is  usually  too  late  to  salvage  more 
than  a  small  part  of  the  investment. 
If  the  professionals  don't  see  the  book- 
keeping flaws  in  time,  what  chance 
has  the  individual  investor? 

We  all  have  seen  the  thundering 
herd  ad  proclaiming  that  Merrill  Lynch 
is  bullish  on  America.  While  one  ap- 
preciates the  spirit  of  confidence  and 
the  courage  of  the  world's  largest  bro- 
kerage firm  to  advertise  an  unequivo- 
cal investment  opinion,  many  investors 
have  the  feeling  of  being  trampled  in 
a  stampede,  not  by  the  Merrill  Lynch 
bulls,  but  by  the  concerted  action  of 
the  professional  money  managers. 

Recently  we  have  again  seen  ex- 
Mr.  Biel  is  senior  vice  president  of  the  New  York 
Stock   Exchange  firm  of  Havenfield  Corp. 


amples  of  what  happens  when  the 
pros  want  to  get  out  of  a  stock  in  a 
hurry.  Since  they  all  seem  to  get  the 
same  idea  at  the  same  time,  the  con- 
gestion at  the  exit  is  bound  to  cause 
panic  conditions.  Levitz  Furniture 
was  the  darling  of  institutional  inves- 
tors for  the  past  couple  of  years.  Ac- 
cording to  Standard  &  Poor's,  53  of 
them  accumulated  over  4  million 
shares.  Obviously  they  were  intrigued 
by  the  company's  seemingly  fabulous 
rate  of  growth.  But  when  Mr.  Levitz 
disclosed  that,  for  a  variety  of  reasons, 
this  year's  third-quarter  profits  would 
be  "disappointing,"  the  stock  dropped 
17  points  (or  36%)  from  one  day's 
close  to  the  following  day's  opening. 
That's  what  I  call  a  stampede. 

A  similar  disaster  befell  the  hapless 
owner  of  shares  in  Wang  Laboratories 
which,  in  a  single  week,  lost  SM  points. 
This  is  40  points  below  this  year's  high 
of  63,  which  was  reached  -as  recently 
as  last  July.  Similar  horror  stories  are 
happening  with  increasing  frequency, 
and  in  most  instances  they  are  caused 
by  the  sudden  disenchantment  of  in- 
stitutions, which  then  find  it  diflBcult 
to  unload  large  blocks  of  usually 
greatly  overpriced  stocks.  It's  all 
right  to  howl  with  the  wolves  and  buy 
the  stocks  the  pros  are  buying;  but 
all  too  often  the  individual  comes  in 
rather  late,  when  the  fun  is  almost 
over,  and  he  rarely  gets  a  chance  to 
sell  in  time. 

D/scrimi'naf/on 

Most  smaller  investors  no  longer 
want  to  trade,  not  only  because  they 
are  afraid  of  being  crushed  by  the 
pros,  but  also  because  trading  has 
become  expensive.  The  round  trip 
commission  plus  tax  for  100  shares  of 
a  $20  stock  is  $81,  or  over  4%.  The 
cost  for  a  large  investor,  trading  in 
ten-thousand-share  lots,  would  be  only 
$3,244,  or  1.6%.  Is  that  fair? 

The  Securities  &  Exchange  Com- 
mission, the  Department  of  Justice  and 
the  New  York  Stock  Exchange  seem 
to  think  so.  They  believe  that  the 
brokers  are  making  too  much  money 
on  the  big  transactions,  which  don't 
involve  any  more  paperwork  than  the 
small  ones.  However,  in  a  way,  the 
larger  profits  on  bigger  trades  worked 
as  a  kind  of  subsidy  for  taking  care  of 
the  small  orders  which  produced  little 


if  any  profits.  Now  that  the  profitabili- 
ty of  handling  large  blocks,  especially 
if  they  amount  to  over  $300,000,  has 
been  greatly  reduced,  some  brokers 
go  so  far  as  to  discourage  the  small 
investor's  business  by  paying  their  cus- 
tomers' men  as  little  as  20%  of  the 
commission  on  small  tickets,  but  twice 
as  much  on  big  ones. 

Actually,  of  course,  the  institutional 
investor  is,  or  should  be,  far  more 
concerned  with  getting  a  good  execu- 
tion and  doing  better  on  price,  rather 
than  with  saving  a  few  cents  a  share 
on  the  commission.  But  that's  the  way 
the  SEC  wanted  it,  that's  the  way  it 
is,  and  that's  another  reason  why  the 
public  is  staying  away  from  the  stock 
market.  The  result  of  this  lack  of 
broad  participation  is  the  increasingly 
erratic  price  movement  of  a  great 
many  stocks. 

Investment  Policy 

All  these  considerations  need  not 
disturb  the  true  investor,  small  or 
large.  The  cost  of  buying  or  selling  is 
not  material  if  one  makes  changes 
only  once  in  a  blue  moon.  The  factors 
of  selection  and  timing  are  far  more 
important.  Anyone  who  buys  stocks 
which  suddenly  become  fashionable 
and  conspicuousK'  acti\e  should  at 
least  suspect  that  he  might  be  drawn 
into  the  woKes'  den.  If  he  gets  hurt, 
he  has  no  one  to  blame  but  himself. 

There  is  an  abundance  of  stocks  of 
companies  whose  accountants  don't 
need  several  pages  of  fine  print  in  the 
annual  report  to  explain  their  ques- 
tionable doings;  and  there  is  an  abun- 
dance of  stocks  with  a  trustworthy 
record  of  performance  which  are  sell- 
ing at  reasonable  prices  in  relation  to 
current  and  prospective  earnings. 

September  was  a  rather  miserable 
month  far  the  stock  market  as  a  whole, 
with  well  over  10%  of  all  NYSE  stocks 
(and  a  far  greater  percentage  of  Amer- 
ican Stock  Exchange  stocks)  falling 
to  new  1972  lows.  Yet  the  much  ma- 
ligned Dow  Jones  industrial  stock  av- 
erage was  down  only  about  2%  from  its 
high.  It  was  a  time  of  triumph  for  the 
quality-minded  conservative  investor 
and  of  chasti.sement  for  the  dice  rollers. 
No  moral  judgment  is  implied.  Every- 
one has  to  pursue  a  policy  that  suits 
his  temperament  and  predilection  best. 
Some  people,  especialK'  those  who  like 
to  see  action,  are  willing  to  take  high 
and  even  unreasonable  risks  in  order 
to  maximize  potential  profits.  Others 
believe  that,  in  the  long  run,  they  will 
come  out  on  top  by  minimizing  the 
downside  risk.  Fohhks'  annual  survey 
of  mutual  fund  performance  (Aug. 
15),  giving  separate  ratings  for  up 
markets  and  down  markets,  shows  the 
results  of  the  contrasting  approaches 
to  successful  investing.  ■ 
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Send  today  for  United's  7  part 

Idea  Package  for 
investing  in  the  Fall  of  1972 


United'sappraisal  of  risk  and  profit  potentiallncluding 
specific  Buy-Hold-Sell  advice  in  6  Special  Reports, 
plus  a4-issue  Guest  Subscription  to  United  Reports 


Wankel  Engine  Stocks 


Bendix 

Cross  Company 

Curtiss-Wright 

Ex-Cell-0 


GleasonWork 
McCord 
Toyo  Kogyo 
Volkswagen 


98  Mutual  Funds 


1968-1972  Performance  Ratings 


Affiliated  Fd 
Amer  Invest 
Axe-Houghton 
Bullock  Fd 
Channings  Fds 
Colonial  Fds 
Chemical  Fd 
Drexel  Fd 
Dreyfus  Fd 


Energy  Fd 
Enterprise  Fd 
Fidelity  Fd 
Group  Secur 
I  vest  Fd 
Johnston  Fd 
Keystone  Fds 
Manhattan  Fd 
Nat"!  Secur 


Op'heimer  Fd 
Penn  Sq  Fd 
T.  Rowe  Price  Fds 
Putnam  Fds 
Sc'der,  Stev'ns 
Technology  Fd 
United  Fds 
Value  Line  Fds 
Wellington  Fds 


Retirement  Now 

If  you  are  thinking  about  easing  otf,  or  you  have 
already  started,  you  might  be  particularly 
interested  in  this  Report.  United  has  picked  an  8 
issue  portfolio  designed  to  yield  9  $300  per  month 
income  now.  We  think  these  issues  give  you  an 
opportunity  for  higher  income  and  gain,  too,  with 
reasonable  safety. 


Warrants 

Even  with  the  new  respectability  of  some  listings 
on  the  NYSE,  the  risk  in  warrants  still  runs  high. 
What  gives  them  their  special  allure,  though,  is 
that  there  have  been  some  big  gains-as  well  as 
big  losses.  We  give  you  facts  and  figures  on  62 
warrants  and  recommend  7  for  buying  now. 

25  Active  Stocks 
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Facts,  figures, 

Alaska  Int 
Am  Motors 
ATT 

Boise  Case 
Braniff 
Chrysler 
Curtiss-Wr 
Eastern  Air 


and  analysis 

Fed  Nat  Mtg 
Gen  Elec 
Gen  Foods 
Gen  Motors 
Goodyear 
Gulf  Oil 
ITT 
Litton 
Occid  Petr 


Pan  Am  Air 
Pfizer 
RCA 

Southern  Co 
Sperry  Rand 
Std  Oil  NJ 
Texaco 
Wheelab-Frye 
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Retirement  Later 

United  has  selected  an  8  issue  portfolio  we 
believe  has  a  t)etter  than  average  growth  potential. 
Most  of  the  companies  in  this  program  have  grown 
faster  then  the  economy  over  the  past  decade,  and 
while  there  is  always  risk,  they  stand  a  good 
chance  of  doing  so  again  in  the  70's. 


Plus  a  4-week  subscription  to  United  Reports 


Stock  Market  Analysis  and 
specific  recommendations 
General  Business  Forecast 


The  Supervised  List 

Buying  advices  of  other  services 

Bonds  and  Preferred  Stocks 


Stocks  to  sell  or  avoid 
New  product  studies 
Views  of  leading  authorities 

.  and  much  more 


$2 


4-issue  subscription  to  United  Reports  alone  is  $7  —  this  entire  pacl<age  only 
MAIL  THE  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 

No  salesman  will  call.  We  have  none. 

UNITED 

Business(^Investment  Semce 

210   NEWBURY  STREET,   BOSTON,   MASSACHUSETTS   02116 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Depl  FM-55 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND  INC 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address. 
City 


.State. 


Zip  Code. 


GROWTH  INDUSTRY  SHARES 

I  a  no-load 

mutual  fund 


Investment  adviser 
William  Blair  &  Company 

For  GIS  prospectus 
mall  coupon  or  phone  (312)  346-4830 


■     Growth  Industry  Shares,  Inc.  Rm.  2903 
*    135  S.  LaSalle  St.,  Chicago,  IL  60603 


Name. 


Address- 


City. 


.State_ 


.Zip_ 


I 
I 
I 
I 
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"Word  of  Mouth" 

Many  new  subscribers  come  to  us  that  way  .  .  .  For 
a  non-peripatetic  opproach  toward  capital  building, 
getting  better  income,  avail  yourself  of  these  pene- 
trating weeldy  advisory  letters.  SPECIAL  OFFER: 
8  weeks'  trial,  just  $2.  Clip  this  ad.  Moil  today. 
(Full  refund  if  no/  pleased.) 

THE  BUCK  INVESTMENT  LETTER 

P.O.  Box  146       Cedar  Ridge,  California  95924 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Edgar  Lawrence  Smith  Revisited 


Back  in  1924,  The  Macmillan  Co. 
published  a  book  entitled  Common 
Stocks  as  Long-Term  Investments  by 
Edgar  Lawrence  Smith.  He  demon- 
strated that  common  stocks  had,  con- 
trary to  the  conventional  wisdom  of 
his  day,  proved  to  be  in  the  long  run 
better  investments  than  bonds,  and 
thus  laid  the  groundwork  for  the  "cult 
of  equity"  that  eventually  blossomed 
during— and  probably  also  contributed 
to-the  great  1949-1966  bull  market 
in  stock  prices.  By  that  time,  common 
stocks  had  become  respectable,  in  a 
startling  emancipation  from  their  sta- 
tus during  earlier  generations  as  an 
essentially  speculative  medium  that 
only  climbers  and  gamblers,  certainly 
not  widows  and  trustees,  would  care 
to  have  anything  to  do  with. 

Needless  to  say,  common  stocks 
achieved  this  status  of  respectability 
because  events  bore  out  Mr.  Smith's 
originally  very  controversial  thesis  by 
making  a  lot  of  people  a  lot  richer— 
at  least  on  paper.  The  climb  to  re- 
spectability was,  however,  by  no  means 
a  one-way  street.  The  thesis  was  all 
but  buried  more  than  once:  by  the 
stock  market  collapse  of  1929-1932 
and  by  the  wide  cyclical  downswings 
of  the  late  1930s  and  late  1940s.  The 
thesis  probably  did  not  come  fully  into 
its  own  until  1955,  when  the  Dow 
Jones  industrials  finally  bettered  their 
1929  high. 

Tarnished  Again 

More  recently,  the  lure  of  common 
stocks,  generally,  has  again  begun  to 
look  somewhat  tarnished.  In  retro- 
spect it  seems  clear  that  since  1966 
the  stock  market  has  added  a  lot  less 
wealth  to  a  lot  fewer  people.  At  last 
August's  highs,  near  980,  the  Dow 
was  still  some  2%  under  its  February 
1966  all-time  peak  of  just  above  1000. 
The  much  broader  based  Standard  & 
Poor's  industrials,  to  be  sure,  during 
the  same  6}2-year  period,  scored  a  net 
advance  of  about  25%;  but  this  gain 
was  attributable  mainly  to  a  few  doz- 
en major  above-average  growth  stocks, 
with  the  bulk  of  its  425  stocks  prob- 
ably doing  no  better,  or  even  some- 
what worse,  than  the  30  DJ  industrials. 

Indeed,  there  is  much  evidence  that 
a  majority  of  common  stocks  are  still 

Mr.  Schuiz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,  Inc. 


wallowing  at  price  levels  well  under 
bighs  posted  in  1966-68.  Considering 
also  that  top-quality  long-term  cor- 
porate bonds  have  been  yielding  se- 
cure income  at  annual  rates  of  7}*% 
or  more  for  the  past  several  years,  it's 
not  really  surprising  that  for  many 
investors  the  stock  market  lately  has 
been  out  of  style. 

Under  these  circumstances,  it's  prob- 
ably not  suiprising  either  that  so  many 
people  should  be  concerned  lest  the 
Dow's  repeated  failure  since  last 
spring  to  push  through  the  apparent 
970-980  ceiling  prove  to  be  a  major 
"top,"  with  bear-market  implications 
for  the  future.  Some  observers,  in- 
deed, have  been  viewing  the  Dow's 
fluctuations  since  early  1966  as  part 
of  a  huge  long-term  bear  market, 
whose  final— and  possibly  most  damag- 
ing—down-leg is  still  to  come.  Wheth- 
er Edgar  Lawrence  Smith,  whose  later 
work  dealt  largely  with  cyclical  de- 
velopments and  thus  was  in  es- 
sence technically  oriented,  would  agree 
with  these  bearish  conclusions,  I  do 
not  know. 

A  Word  of  Cheer 

My  own  view  is  more  cheerful.  It 
strikes  me  that  the  Dow's  gyrations 
under  980-1000  since  1966  correlate 
quite  well  with  the  trend  of  total  cor- 
porate aftertax  profits,  which  peaked 
in  the  third  quarter  of  1966,  declined 
until  the  fourth  quarter  of  1970,  then 
proceeded  to  recover  and  at  last  post- 
ed a  new  all-time  high  in  the  quarter 
ending  June  1972.  According  to  most 
economists,  the  seasonally  adjusted  an- 
nual rate  of  coiporate  aftertax  earn- 
ings scored  yet  another  new  record 
in  the  third  quarter,  some  think  by 
almost  25%  over  the  year-earlier  pe- 
riod, and  is  likely  to  keep  rising  during 
most  or  all  of  1973. 

To  my  mind,  this  prospect  is  a  pow- 
erful reason  for  disagreeing  with  the 
bearish  technical  views,  whether  more 
or  less  radical,  currently  in  circulation. 
It  makes  more  .sense  to  me  to  regard 
the  Dow's  price  development  since 
early  1966  not  as  part  of  a  still  in- 
complete multiyear  l)ear  market,  but 
as  a  long-term  con.solidation  pha.sc 
needed  to  digest  the  huge  1949-1966 
bull-market  advance.  And  to  regard 
the  Dow's  fluctuations  since  early  1972 
between  900  and  980  not  as  a  po- 
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tential  major  top  preparatory  to  an- 
other post-1966  bear  market  collapse, 
but  as  a  probably  final  consolidation 
phase  within  the  longer  and  broader 
consolidation  that  began  in  1966. 

If  this  technical  view  is  correct, 
then  the  Dow's  performance  during' 
the  past  6/2  years  could  prove  to  have 
been  the  "base,"  in  effect,  for  another 
long-term  bull  market  from  the  May 
1970  lows  near  630;  and  the  extraor- 
dinarily frustrating  period  since  last 
spring  could  prove  to  have  been,  typ- 
ically, the  final  consolidation  phase 
prior  to  an  "upside  breakout"  from 
this  market  base. 

By  rule-of-thumb  technical  stan- 
dards, this  breakout  could  be  recog- 
nized once  the  Dow  closes  above  its 
August  1972  intraday  high  (980.36), 
and  regarded  as  quite  conclusive  with 
a  DJI  close  above  the  February  1966 
intraday  high  ( 1001.11 ) .  Similar  pure- 
ly technical  yardsticks  then  would  sug- 
gest that  the  breakout  rally  could  car- 
ry, near-term,  into  the  1050-1100 
zone;  and  that  a  long-term  advance, 
dating  from  about  mid- 1970,  could 
eventually  extend  into  the  1300-1400 
range.  At  any  rate,  I  think  it's  reason- 
able to  assume  that  a  push  through 
Dow  980-1000  would  help  improve 
the  general  stock  market  climate  and 
begin  restoring  long-term  investment 
attraction  to  a  great  many  stocks  over 
and  above  the  relative  handful  which 
retained  this  glamour  during  the  past 
few  years  of  widespread  frustration. 

Costly  Practice 

But  it  has  always  been  costly  to 
oversimplify  Edgar  Lawrence  Smith's 
general  thesis  in  favor  of  common 
stock  investment  for  the  long  pull. 
From  its  very  inception,  it  pitted  the 
annual  rate  of  return  from  commorT 
stocks— price  appreciation  plus  divi- 
dend income— against  the  fixed  income 
available  from  prime  corporate  bonds. 
With  such  bonds,  as  already  noted, 
yielding  over  7^4%  and  Hkely  to  return 
perhaps  somewhat  more  rather  than 
less  during  the  months  ahead  (against 
4%  in  the  years  on  which  Smith  orig- 
inally based  his  thesis),  and  with  divi- 
dend yields  near  3%  ( or  much  less  than 
in  Smith's  day),  the  stock  market  will 
have  to  demonstrate  afresh  that  it  can 
generate  a  genuine  average  long-term 
rate  of  price  appreciation  equal  to 
at  least  5%  a  year. 

Despite  all  the  hangups  and  reser- 
vations investors  lately  have  developed 
about  the  stock  market,  I  don't  think 
this  is  an  unattainable  goal.  But,  count- 
ing from  the  Dow's  1966  high,  it 
might  take  a  move  to  around  1400  by 
early  1974,  40%  in  eight  years,  to  re- 
habilitate Edgar  Lawrence  Smith  com- 
pletely as  the  patron  saint  of  common 
stock  investors.   ■ 
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Why  Value  Une's 
Investors  Reference  Service 
Is  not  bound. 


How  do  you  go  about  updating  a  bound  ref- 
erence volume  whose  pages  are  perma- 
nently attached  to  the  binding?  You  don't. 
You  wait  six  months  or  a  year  for  the  next 
edition.  That's  fine  in  some  fields  of  study 
—but  not,  we  think,  in  the  stock  market. 

Thousands  of  changes  in  stock  prices, 
some  of  major  significance,  occur  every 
week.  Actual  and  projected  stock  earnings 
are  also  continually  changing.  If  you  are 
seeking  investment  guidance  on  what  to  do 
now,  we  believe  that  ttie  research  you  use 
can  be  no  better  than  it  is  current.  (Indeed, 
out-of-date  research  may  sometimes  be 
worse  than  none  at  ail.) 

And  that  is  why  Value  Line's  Investors 
Reference  Service  is  not  bound  ...  so  that 
what  is  between  its  covers  can  be  continu- 
ally updated  ...  so  that  the  research  con- 
clusions it  gives  you  reflect  the  very  latest 
information  and  evaluation  of  future  prices, 
earnings  and  other  key  investment  factors 
affecting  the  stocks  that  interest  you.  This 
systematic  coverage  includes  more  than 
1400  leading  stocks,  which  account  for 
more  than  90%  of  the  dollar  value  of  all 
shares  traded  in  U.S.  securities  markets. 


Value  Line's  CONTINUALLY 
UPDATED  Investors  Reference 
Service  covers  more  than 
1400  Stocks  in  67  Industries. 

Continually  renewed,  as  the  latest  research 
reports  update  and  replace  the  old.  Only 
the  outside  binder  remains  the  same.  The 
weekly  updating  takes  less  than  a  minute. 

How  it  works. 

When  you  receive  Value  Line's  1800-page 
Investors  Reference  Service,  you'll  find  in 
it  our  current  full-page  research  reports  on 
each  of  more  than  1400  stocks  and  the  67 


industries  in  which  they  are  grouped,  com- 
pletely indexed  for  your  immediate  refer- 
ence. Plus  the  latest  weekly  Summary  of 
Advices  giving  you  our  current  investment 
ratings  of  all  these  stocks. 

EVERY  WEEK  thereafter,  you  receive 
new  full-page  reports  on  more  than  100 
stocks  and  their  industry  groups.  These  re- 
place and  completely  update  the  previous 
set  of  reports  on  the  same  stocks  and  in- 
dustries. Thus  every  13  weeks  your  reports 
on  all  1400  stocks  and  67  industries  are 
entirely  renewed.  If  evidence  requires,  sup- 
plementary reports  are  issued,  too.  Only 
the  outside  binder  remains  the  same. 

EVERY  WEEK  you  also  receive  a  new 
24-page  Summary  of  Advices  giving  you 
Value  Line's  up-to-date  investment  ratings 
of  each  of  more  than  1400  stocks— each 
rated  against  all  the  others— for  (a)  Rela- 
tive Probable  Market  Performance  in  the 
Next  12  Months,  (b)  Relative  Appreciation 
Potentiality  \n  the  Next  3-to-5  Years,  (c)  Rel- 
ative Estimated  Yield  in  the  Next  12  Months, 
and  (d)  Relative  Investment  Safety.  Plus 
'the  very  latest  earnings,  dividend  and  P/E 
data  for  each. 

If  you're  the  kind  of  investor  who  won't 
settle  for  obsolescent  information  and 
guidance.  Value  Line's  unbound  Investors 
Reference  Service  may  be  especially  for 
you.  We  think  you'll  find,  too,  that  the 
quality  as  well  as  the  currency  of  Value  Line 
research  is  also  in  a  class  by  itself. 

Accept  this  $25  Bonus. 

We  therefore  invite  you  to  accept  the  com- 
plete 1800-page  Investors  Reference 
Service  (sold  separately  for  $25)— entirely 
as  a  BONUS— with  an  introductory  trial  sub- 
scription to  The  Value  Line  Investment 
Survey.  (The  Reference  Service  includes  a 
smaller  volume,  not  pictured,  with  detailed 
recommendations  of  Special  Situations  and' 
Especially  Recommended  Stocks.) 

Your  introductory  trial— which  itself 
comes  to  you  under  this  offer  at  nearly  50% 
off  the  regular  rafe— will  bring  you  new 
full-page  reports  and  a  new  Summary  of 
Advices  on  more  than  1400  stocks  every 
week,  keeping  your  Investors  Reference 
Service  continually  up-to-date.  You  have 
nothing  to  lose,  as  this  offer  carries  a  30- 
day  full  money-back  guarantee.  To  see  for 
yourself  how  much  you  have  to  gain,  mail 
the  no-risk  coupon  talay. 


The  Value  Line  Imestment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 


D 


I 


Begin  my  13-week  trial  subscription  to  The  Value 
Line  Investment  Survey  at  the  special  money-saving 
rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  i  will 
also  receive  The  Investors  Reference  Service,  i  have 
enclosed  my  $25  check  or  money  order. 
This  offer  Is  limited  to  new  subscriptions  and  is  avail- 
able only  once  to  any  household. 
I  would  prefer  one  year  (52  issues)  of  Value  Line  and 
The  Investors  Reference  Service  for  $189. 
Payment  enclosed       D  Bill  me  for  $189 


SIGNATURE 

Y-16I5-L 

NAME  (please  print) 

ADDRESS 

CITY 

STATE 

ZIP 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 
N.  Y.  residents  please  add  applicable  sales  tax.  Foreign 
rates  available  on  request.  (No  assignment  of  this  agree- 
ment will  be  made  without  subscriber's  consent.) 
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^Johnston 

Mutual  FVind 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 


NAME 


ADDRESS . 


199th 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


Brouun 

Group. 

Inc 

The  Board  of  Directors  on  August 
30,  1972  declored  a  quarterly 
dividend  of  377]  cents  per  share 
payable  October  2,  1972  to 
shareholders  of  record  September 
13,  1972. 

HIRAM  S.  LIGGETT,  Jr. 
Treasurer 


OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


Buy  Golds  On  A  Reaction 


The  annual  meeting  of  the  World 
Bank  and  the  International  Monetary 
Fund  has  come  and  gone.  Once  again 
it  all  resembled  a  convention  of  Boy 
Scout  leaders.  Virtue  was  definitely 
"in";  no  one  took  an  open  stance 
against  motherhood,  the  family,  or 
God;  moreover,  there  was  general 
agreement  that  general  agreement  was 
indeed  a  desirable  goal. 

The  widely  hailed  proposals  of 
George  F.  Shultz,  Secretary  of  the 
Treasury,  made  headlines  not  because 
of  their  substance  but  rather  because 
someone  had  proposed  anything  at  all. 
Valery  Giscard  d'Estaing's  response 
for  France  was  most  noteworthy  for 
what  it  did  not  say.  The  developing 
countries  made  clear  their  intention 
to  link  monetary  reform  and  develop- 
ment assistance.  Their  stance  may 
ironically  result  in  the  U.S.  and  the 
developing  countries  combining  in 
favor  of  handouts  to  themselves. 

To  speculate  on  what  might  hap- 
pen as  a  result  of  the  meeting  is  some- 
what meaningless,  because  so  little 
happened.  Yet,  I  consider  it  worth- 
while to  review  where  we  stand  in 
terms  of  international  monetary  reform 
and  what  the  implications  are  for  a 
sensible  portfolio  strategy. 

A  number  of  things  have  become 
reasonably  clear  the  past  few  months: 
A  solution  of  current  international 
monetary  problems  will  require  years 
of  diflRcult  negotiations.  The  notion 
that  gold  will  be  completely  super- 
seded as  an  international  reserve  as- 
set is  dead.  On  the  other  hand,  a  sub- 
stantial increase  in  the  official  price  of 
gold  remains  unlikely.  SDKs  will  play 
an  increasingly  important  role,  but 
the  mode  of  their  creation  will  be  sub- 
ject to  heated  negotiations. 

Short-term,  the  dollar  is  likely  to  be 
firm  in  relation  to  other  currencies, 
with  the  exception  of  the  yen.  The 
overall  balance  of  payments  of  the 
U.S.  will  look  better  when  compared 
with  the  disastrous  figures  of  the  year- 
earlier  periods.  Longer-term,  the  U.S. 
balance  of  trade  will  likely  be  the  key 
factor  in  determining  developments  on 
the  currency  front.  If  there  is  no  de- 
cisive improvement  in  this  respect  over 
the  next  six  months  or  so— and  I  am 
not  at  all  optimistic  that  there  will  be 
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—confidence  in  the  dollar  will  once 
again  dwindle.  Depending,  of  course, 
on  many  other  developments  in  the 
meantime,  a  full-fledged  attack  on  the 
dollar  is  certainly  conceivable. 

A  two-tier  exchange  system,  dis- 
cussed in  my  Aug.  15th  column,  re- 
mains a  distinct  possibility.  Pressure 
for  another  revaluation  of  the  yen,  and 
possibly  other  "strong"  currencies  such 
as  the  mark,  will  again  become  more 
of  a  factor.  The  float  of  the  pound 
sterling  (which  has  done  yeoman's 
service  as  a  first  line  of  defense  for  the 
dollar  for  a  long  time)  will  end;  the 
firmer  sterling  will  be  thereafter,  the 
weaker  the  dollar  will  trend.  A  con- 
servative victory  in  the  Nov,  19  Ger- 
man elections  would  be  apt  to 
strengthen  French-German  coopera- 
tion and  thereby  increase  the  chances 
of  a  tougher  European  stance  versus 
the  U.S.  in  monetary  negotiations. 

/nvesf  Abroad 

The  list  of  possibilities  could  be 
carried  on  ad  infinitum.  But  of  much 
greater  interest  is  what  all  of  this 
might  mean  for  the  U.S.  investor. 
First,  I'd  like  to  reiterate  my  strong 
belief  that  any  investor's  portfolio  re- 
stricted to  U.S.  securities  is  lopsided, 
and  provides  an  optimum  neither  in 
terms  of  diversification  nor  in  terms 
of  growth  potential.  Secondly,  while 
I'm  by  no  means  terribly  optimistic  for 
the  U.S.  dollar,  I  also  want  to  stress 
that  a  weak  currency  is  not  necessarily 
bearish  for  the  stock  market.  This  was 
clearly  demonstrated  by  the  initial  re- 
action of  the  stock  markets  around 
the  world  to  President  Nixon's  Aug. 
15,  1971  economic  measures. 

So  what  does  it  all  prove?  Up  to  a 
year  ago  most  experts  would  have 
agreed  that  a  devaluation  is  bullish, 
a  revaluation  bearish,  for  the  stock 
market.  Since  the  events  after  the 
Smithsonian  agreement  obviously  con- 
tradict that  theory,  I'd  like  to  propose 
a  slight  modification:  Elective  deval- 
uations are  a  plus  for  the  stock  market, 
and  the  opposite  holds  for  revalua- 
tions. While  some  people  will  still  ar- 
gue—particularly prior  to  the  U.S.  elec- 
tion in  November— that  the  effective- 
ness of  the  Smith.sonian  agreement 
cannot  yet  be  properly  assessed,  the 
evidence  indicates  more  and  more  that 
the  devaluation  of  the  dollar  was  in- 
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sufficient.  By  the  same  token,  the  next 
devaluation  of  the  dollar,  or  revalua- 
tion of  other  currencies,  is  much  more 
likely  to  have  the  desired  effects, 
such  as  curbing  the  U.S.  balance-of- 
trade  deficit,  and  the  side  effects  of  a 
bull  market  in  Wall  Street  and  bear 
markets  in  the  revaluing  countries. 

I  see  considerable  merit  in  this  ar- 
gument. The  only  problem  with  it  is 
that  we  are  quite  unlikely  to  see  other 
countries  actually  agreeing  to  effec- 
tive revaluations:  They  would  hurt 
much  more  than  the  last  time.  De- 
spite the  optimistic  platitudes  emanat- 
ing from  the  recent  World  Bank/  IMF 
conference,  real  progress  in  solving 
the  world's  monetary  ills  is  still  some 
way  off.  This  means  that  it  continues 
to  make  sense  to  invest  abroad. 

What  are  the  implications  for  gold 
and,  more  importantly.  South  African 
gold  shares  which  I've  recommended 
on  previous  occasions?  Anyone  pre- 
dicting the  near-term  price  trend  for 
gold  has  a  33%  chance  of  being  right, 
since  it  will  either  go  up,  remain  un- 
changed or  go  down!  Humor  aside, 
the  net  effect  of  the  Washington  meet- 
ing for  gold  appears  to  be  neutral. 

Having  cautioned  that  there  is  only 
a  33%  chance  of  being  right,  here's  my 
prediction:  Short-term,  the  optimistic 
overtones  of  the  IMF  meeting  and  the 
current  technical  strength  of  the  dollar 
do  not  imply  any  surge  in  speculative 
buying  of  gold.  Also,  South  Africa, 
which  has  been  withholding  part  of 
her  gold  production  from  the  market 
for  balance-of-payments  reasons,  may 
have  to  step  up  her  selling— and  so 
may  Russia.  Neither  country  is  anxious 
to  see  the  price  decline,  and  will  in 
fact  do  anything  to  prevent  it.  If  they 
sell,  they  will  sell  carefully  so  as  not  to 
break  the  market.  But  on  balance  a 
moderate  decline  to  $55  or  even  $50 
an  ounce  is  a  possibility. 

Such  a  correction  would  also  cause 
a  decline  in  the  gold  shares,  though 
the  earnings  of  the  South  African 
mines  might  even  rise.  A  real  collapse 
of  the  gold  price  is  highly  unlikely. 
Any  weakness  to  the  $50-$55  per- 
ounce  range  thus  has  to  be  viewed  as 
an  ideal  buying  opportunity  for  the 
mining  shares.  In  terms  of  selection 
there  is  ho  reason  to  deviate  from  my 
initial  ADR  list  (Forbes,  Apr.  15): 
President  Steyn  (10),  Elsburg  Gold 
(2%),  East  Brief ontein  (5%),  Loraine 
(IM)  and  Western  Areas  (2%).  I 
would  recommend  greater  emphasis 
on  the  mining  management,  finance 
and  investment  houses:  Charter  Con- 
solidated \Q%),  Anglo  American  Gold 
(26,  formerly  West  Rand)  and  Union 
Corp.  (7}*).  In  the  environment  I 
envisage  they  provide  good  upside 
potential  and  less  risk  than  a  direct 
investment  in  the  mines.  ■ 
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WALL  STREET  VIEW 

By  Robert  Stovall 


The  Value  Is  Where  The  Action  Ain't 


The  world  is  full  of  overachievers 
and  underachievers.  Figuring  out  the 
whos  and  the  whys  gives  employment 
to  analysts  in  many  fields,  including 
that  of  investment  analysis.  Take  a  re- 
cent study  by  Capital  International, 
S.A.,  Geneva-based  but  jointly  owned 
by  the  Chase  Manhattan  Bank  or- 
ganization and  the  Capital  Group  of 
Los  Angeles.  The  study  showed  on 
an  index  basis— adjusted  for  currency 
exchange  fluctuations  and  made  sta- 
tistically compatible— which  were  the 
achievers  among  world  equity  mar- 
kets for  the  first  two-thirds  of  1972. 
Comparable  relative  performance 
from  the  beginning  of  1972  through 
the  end  of  August  showed  that  the 
equity  market  in  the  U.S.  was  up 
8.8%,  based  on  Standard  &  Poor's 
500  stock  index. 

By  itself,  this  was  a  respectable 
performance  for  the  eight-month  pe- 
riod; it  was  propelled  by  the  broadly 
capitalized  growth  stocks  in  that  in- 
dex with  little  help  from  the  cycli- 
cals, but  that's  another  story.  In  re- 
gard to  the  competition  in  foreign  mar- 
kets, however,  the  U.S.  has  been  the 
outstanding  underachiever  of  the  free 
world  economies,  large  and  small. 
The  United  Kingdom  and  Italy  were 
the  only  countries  whose  common 
stock  indices  lagged  the  American 
performance.  Both  of  those  pleasant 
countries  have  inflation,  productivity 
and  labor  problems  of  legendary  pro- 
portions, and  their  position  on  the  suc- 
cess scale  is  easily  explainable.  Twelve 
other  countries  bested  the  American 
performance,  however,  and  many  did 
so  in  a  manner  to  make  even  the 
casual  observer  think  that  stocks  were 
either  bid  up  too  high  elsewhere  or 
were  too  low  here  in  a  world  which  is 
increasingly  tuned  to  international 
trade  and  monetary  cooperation. 

In  terms  of  salutary  action,  Japan 
led  the  way  through  Aug.  31  with  a 
gain  of  61.2%,  but  among  the  larger 
countries  such  gains  as  France,  39.9%; 
Spain,  33.5%;  The  Netherlands,  25.1%; 
Germany,  21.9%;  and  Canada,  17.6% 
make  us  wonder  if  400  million  for- 
eigners can  be  wrong!  Equity  invest- 
ing doesn't  have  to  be  as  deadly  dull 
as  it  has  been  here  since  the  spring. 
Perhaps  some  of  our  overseas  trading 
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partners'  enthusiasm  can  be  export- 
able along  with  their  goods.  The  only 
sustainable  reason  for  stocks  to  move 
up  has  always  been  relative  value,  and, 
at  least  last  January,  European  stocks 
then  selling  at  an  average  of  14  times 
earnings  and  Japanese  stocks  selling 
at  12  times  earnings  were  relatively 
good  value.  Today,  both  groups  have 
risen  to  a  point  where  they  are  close 
to  the  18.4  multiple  accorded  the 
S&P  500  at  the  beginning  of  1972. 
But  a  greatly  changed  value  relation- 
ship now  prevails. 

Time  To  Buy 

I  have  been  more  cautious  than 
most  observers  through  the  summer 
up  until  October.  This  has  not  been 
an  improper  stance  to  take,  since  the 
stock  market  suffered  through  a  sum- 
mer nonrally,  as  I  had  suspected.  Spe- 
cifically, the  last  day  of  summer,  Sept. 
21,  saw  a  Dow  Jones  industrials  close 
of  939.49,  m.  a  close  of  951.61  on 
June  21,  the  start  of  the  sunny  sea- 
son. The  intraday  summer  high  of 
980.36  was  touched  on  Aug.  23.  It 
seems  a  much  longer  time  in  terms  of 
relative  market  psychology  than  in 
days  on  the  calendar.  But  signs  of 
continuing  technical  deterioration 
aside,  the  combination  of  close  to  all- 
pervasive  gloom  on  the  part  of  market 
technicians,  fear  on  the  part  of  fully 
invested  bulls,  and  the  relatively 
favorable  price/ earnings  ratios  makes 
us  think  that  now  is  a  good  time 
to  adopt  an  aggressive  equity  in- 
vestment stance. 

Anybody  with  a  portfolio  knows 
that  the  Dow  Jones  industrials  consid- 
erably outperform  the  average  stock. 
Currently,  the  Dow  is  not  only  below 
the  April  1971  high  of  958  but  the 
price/ earnings  ratio  on  the  latest  12- 
month  results   is   considerably   lower. 


The  DJI  earned  $52.36  for  the  12 
months  ended  Mar.  31,  1971,  and  in 
April  of  last  year  was  18.3  times  those 
earnings.  The  current  level  is  below 
that  for  the  12  months  ended  last 
June:  16  times  earnings  of  $58.89. 
Using  the  seemingly  attainable  targets 
of  $63  to  $65  for  all  of  1972  and  $70 
to  $73  for  next  year,  one  derives  a 
rough  P/E  multiple  of  some  14-15 
and  13  times  earnings,  respectively,  of 
these  projections.  The  U.S.  economy 
is  in  the  early  stages  of  a  growth  phase 
and  looks  healthier  than  most  of  the 
competition.  So,  while  the  action  in 
stock  prices  has  been  elsewhere  than 
on  the  American  exchanges  during 
this  year  thus  far,  the  values  seem  to 
be  right  here. 

It  seems  to  me  that  the  optimists  of 
last  spring  and  summer  have  chosen 
an  inopportune  time  to  become  over- 
ly concerned  in  the  post-Labor  Day 
period.  Assuming  the  shift  in  relative 
available  values  has  been  real,  there 
are  a  number  of  other  attributes  on 
the  scene  that  make  the  U.S.  mar- 
kets still  the  best  place  to  be  in  the 
investment  firmament.  In  terms  of 
size,  depth,  liquidity  and  past  dem- 
onstrations of  price  action,  the  U.S. 
markets  are  superior  to  any  of  their 
smaller  counterparts  around  the 
world.  To  my  mind,  it  is  not  only  like- 
ly that  money  can  be  made  in  U.S. 
stocks  but,  again  on  a  relative  basis, 
you  seem  less  apt  to  lose  it  here  as 
well.  Witness  the  recent  volatility 
on  the  Norwegian  bourse  in  response 
to  that  country's  vote  on  the  Common 
Market. 

A  Most-Favored  Group 

Like  the  U.S.  public,  foreign  in- 
vestors tend  to  be  followers  rather 
than  leaders  when  it  comes  to  setting 
investment  trends.  Many  foreign  mon- 
ey managers  will  only  buy  on  strength 
rather  than  weakness.  One  of  the  sev- 
eral reasons  why  bank  stocks  liave 
been  relatively  good  performers  the 
last  several  months  is  that  not  only  are 
they  near  the  top  of  most-favored  in- 
dustry groups  of  American  institu- 
tions, but  they  also  have  been,  tradi- 
tionally, one  of  the  industries  favored 
by  overseas  investors. 

Bank  managements  have  definitely 


Some  Leading  Regional  Bank 

Shares 

Earnings  Per  Share 

P/E  Ratio 

Total 

Prica 

1973 

1972 

1972 

Assets 

Company                            9/27/72 

Prelected 

Estimated 

1971 

Estimated 

(billions) 

Chase  Manhattan  Bank 

63 

$5.34 

$4.80 

$4.63 

13.3 

$27.2 

Continental  Illinois  Corp. 

62 

5.10 

4.60 

4.08 

13.6 

10.3 

Fidelity  Corp.  of  Pa. 

49 

4.35 

4.00 

3.71 

12.3 

2.1 

First  Nat'l  Bank-Boston 

44 

3.75 

3.40 

3.37 

13.1 

5.4 

Republic  Nat'l  Bank-Dallas 

39 

2.85 

2.55 

2.30 

15.3 

2.9 

South  Carolina  Nat'l  Corp. 

34 

2.45 

2.20 

2.14 

15.6 

0.76 

Wachovia  Corp. 

43 

2.55 

2.25 

2.05 

19.5 

3.0 

Wells  Fargo 

54 

4.45 

4.00 

3.71 

13.6 

8.2 
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Members  New  York  Stock  Exchange.  Inc. 

and  other  leading  Exchanges 
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taken  the  bars  off  the  windows  and 
are  much  more  open,  not  only  in  their 
methods  of  doing  business  but  in  their 
manner  of  reporting  results  and  fore- 
casting future  possibilities.  Based  on 
most  economic  forecasts,  which  sug- 
gest an  increase  in  loan  demand  and 
firming  of  lending  rates,  the  outlook 
for  the  banking  industry  should  im- 
prove considerably  in  the  remainder 
of  the  year  and  into  1973.  Last  year 
was  one  of  consolidation  for  the  bank- 
ing industry,  as  operating  income  rose 
by  less  than  3%  and  net  operating  earn- 
ings were  essentially  flat.  In  the  early 
stages  of  a  business  cycle  recovery, 
lower-yielding  investment  portfolios 
normally  expand  more  rapidly  than 
the  loan  portfolio,  primarily  because 
business  firms  can  generate  funds  in- 
ternally. As  the  economy  continues  to 
expand  and  corporations  turn  to  ex- 
ternal financing,  the  banks  can  shift 
out  of  lower-yielding  securities  into 
higher-yielding  loans.  As  the  demand 
for  credit  expands,  short-term  inter- 
est rates  are  expected  to  rise,  result- 
ing in  improved  profit  margins  for  the 
industry  generally. 

Areas  of  Growfh 

Investors  can  look  forward  to  a  fa- 
vorable improvement  in  the  key  fac- 
tors affecting  bank  earnings— namely, 
earning  assets,  loan  volume  and 
spreads  (i.e.,  the  difference  between 
the  yield  on  a  bank's  earning  assets  and 
the  cost  of  interest-bearing  funds). 
Other  factors  that  should  enhance 
the  earnings  prospects  for  the  indus- 
try include  increased  penetration  of 
the  international  markets  and  better 
cost  controls.  The  appeal  of  regional 
investment  opportunities  has  not  been 
lost  on  foreign  investors  who  are  in- 
terested in  participating  in  areas  of 
the  country  which  are  either  in 
strong  growth  trends  or  enjoying  cyc- 
lical recoveiy.  A  list  of  leading  banks 
operating  in  distinct  parts  of  the  coun- 
try where  they  are  among  the  leading 
factors  would  present  some  interest- 
ing investment  ideas. 

In  most  of  these  instances,  the  bank 
stocks  are  selling  at  statistical  evalua- 
tions which  compare  quite  favorably 
with  those  of  cyclical  industrial  shares, 
even  though  many  foreign  investors 
long  ago  called  banks  "financial  util- 
ities" in  an  allusion  to  their  noncycli- 
cal  attributes.  Things  to  look  for  when 
picking  a  bank  stock  to  buy  are  per- 
centage of  earnings  derived  from 
abroad,  which  smoothes  out  the  earn- 
ings cycle,  and  the  relative  importance 
of  commercial  and  industrial  loans 
vs.  real  estate  loans.  The  latter  may 
at  some  future  time  be  hampered  by 
interest  rate  ceilings,  while  in  the 
former  instance  governmental  controls 
seem  quite  remote.  ■ 
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This  announcement  constitutes  ne'ither  nn  ojjer  to  sell  nor  a  solicitation 
of  an  offc-  to  buy  these  securities.  The  offering  is  made  only  by  the  Pro- 
spectus, copies  of  which  may  be  obtained  in  any  State  from  such  of  the 
undersigned  and  others  as  may  latijulty  offer  these  securities  in  such  State. 


New  Issue 


Sponsored  By 

THE  ST.  PAUL 

COM  PA  N  1  ES.     INC. 
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8,500,000  Shares 

St.  Paul  Securities,  Inc. 

Common  Stock 

INVESTMENT  OBJECTIVE 

St.  Paul  Securities,  Inc.  is  a  closed-end,  diversified  management  investment  company, 
organized  under  the  sponsorship  of  The  St.  Paul  Companies,  Inc.  As  its  primary  invest- 
ment objective,  the  Company  will  seek  for  its  shareholders  a  high  level  of  current 
income  through  investment  in  a  diversified  portfolio  of  debt  securities  which  manage- 
ment considers  to  be  of  high  quality,  of  which  some  may  be  privately  placed  and  some 
may  have  equity  features.  Capital  appreciation  will  be  a  secondary  investment  objective. 
To  attain  its  objectives,  the  Company  may  engage  in  short-term  trading  and  may  borrow 
funds  to  obtain  investment  leverage. 

The  Company  intends  to  make  distributions  to  shareholders  monthly  of  substantially  all 
of  its  net  investment  income  and  annually  of  its  net  realized  capital  gains,  if  any.  These 
distributions  may  be  reinvested  in  shares  of  the  Company  through  the  Automatic 
Dividend  Investment  Plan. 


Price  $15  per  Share 

Minimum  purchase  50  shares 


Smith,  Barney  &  Co. 

Incorporated 


Walston  &  Co.,  Inc. 


September  28,  1972 


Dain,  Kalman  &  Quail 

Incorporated 


the  man  you  want 

to  succeed 

reads 

Forbes 


READERS  SAY 


(Continued  from  page  20) 

You  pull  the  plug  when  you  leave  an 
old  apartment,  and  push  in  the  plug  and 
dial  in  the  new  apartment.  How  simple. 

— M.L.  Davidson 
New  York,  N.Y. 

Apolher  Version 

Sir:  You  accuse  me  of  being  respon- 
sible for  Marquette  Cement's  current 
plight  ( Sept.  1 ) .  Marquette's  special 
plight  today  does  not  stem  from  plant 
sizes  or  even  from  the  price  wars  which 
plagued  almost  all  companies.  In  my  anal- 
ysis, it  stems  from  the  failure  of  the 
management  that  succeeded  me  to  reform 
and  expand  the  company's  debt  in  the 
Si.xties  when  its  credit-worthiness  was  still 
at  a  peak.  Cement  companies  which  did 
increase  debt  at  that  time  have  since 
fared  well  from  early  action  on  their 
modernization  and  diversification  pro- 
grams. But  even  if  money  had  been 
available,  completion  of  Marquette's  re- 
maining modernization  work  would  still 
have  been  very  considerably  delayed  by 
new  management's  precipitous  replace- 
ment of  extremely  knowledgeable  top 
operating  and  engineering  oflBcers.  These 
two  factors  plus  failure  to  promptly  com- 
plete the  remaining  modernization  work 
are  the  real  culprits. 

— W.A.  Wecker 
Chicago,  111. 

Invisible  Taxes 

Sir:  In  your  article  on  Pacific  Tele- 
phone &  Telegraph  ( Sept.  1 ) ,  you  state, 
"The  court  did  not  say  that  PT&T  was 
making  too  much  money.  . . ."  You  are 
correct  in  that  no  such  statement  appears 
in  the  court  decisions.  But  you  did  not 
tell  your  readers  that  Pacific  was  styled 
"imprudent"  by  the  court  for  collecting 
from  ratepayers  more  than  actual  ta.\  ex- 
pense. I  think  even  you  will  agree  that 
these  unwarranted  collections  for  phan- 
tom taxes  would  result  in  Pacific's  "mak- 
ing too  much  money." 

—William  M.  Bennett 

Member, 

State  Board  of  Equalization 

Sacramento,  Calif. 

Shocking  Hero 

Sir:  I  am  shocked  and  dismayed  by 
your  editorial  "Regulators  Can  Be  He- 
roes" (Sept.  15).  This  is  a  sellout  of 
the  free  enterprise  system. 

—Robert  LeFevre 

President, 

Rampart  College 

Santa  Ana,  Calif. 

Sir:  The  only  type  of  businessman 
who  could  possibly  feel  comfortable  with 
the  myriad  controls  now  imposed  upon 
him  is  the  one  with  the  most  terrible 
bete-noire  of  all— the  abler  competitor. 

—Eugene  B.  Floyh 
Melbourne,  Fla. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Great  men  rejoice  in  adversity,  just 
as  brave  soldiers  triumph  in  war. 

—Seneca 


He  serves  me  most,  who  serves  his 
country  best.  —Homer 


Always  remember  that  a  soldier's 
pack  is  lighter  than  a  slave's  chains. 
<,  —David  O.  McKay 


It  is  not  necessary  for  all  men  to  be 

great  in  action.  The  greatest  and  sub- 

limest  power  is  often  simple  patience. 

—Horace  Bushnell 


I  have  learned  to  seek  my  hap- 
piness by  limiting  my  desires,  rather 
than  attempting  to  satisfy  them. 

—John  Stuart  Mill 


Why  does  civilization  keep  on  re- 
ceding? Each  war,  even  if  won,  is  a 
fresh  defeat  to  our  intelligence. 

—Sarah  Bernhardt 


Success  consists  of  a  series  of  little 
daily  victories.         —Laddie  F.  Hutar 


To  wonder  at  nothing  when  it  hap- 
pens, to  consider  nothing  impossible 
before  it  has  come  to  pass.      —Cicero 


B.  C.  FORBES 

//  our  sincerity,  our  courage 
and  our  patience  enable  us  to 
reflect  and  realize  that  "Ye  shall 
reap  if  ye  faint  not,"  then  we 
can  plug  and  plod  until  victory 
is  attained. 


The  remedy  of  time  is  patience. 

—Arabian  Proverb 


What  we  call  despair  is  often  the 
painful  eagerness  of  unfed  hope. 

—George  Eliot 


He  doth  all  things  with  sadness 
and  with  peevishness,  slackness  and 
excusation,  with  idleness  and  without 
good  will.  —Chaucer 


A  man  used  to  vicissitudes  is  not 
easily  dejected. 

—Samuel  Johnson 


We  would  accomplish  many  more 
things  if  we  did  not  think  of  them  as 
impossible. 

—Chretien  Malesherbes 


Live  not  one's  life  as  though  one 
had  a  thousand  years,  but  live  each 
day  as  the  last.      —Marcus  Aurelius 


All  that  I  have  accomplished,  or 
expect  or  hope  to  accomplish,  has 
been  and  will  be  by  that  plodding, 
patient,  persevering  process  of  accre- 
tion which  builds  the  ant-heap,  parti- 
cle by  particle,  thought  by  thought, 
fact  by  fact.  — Elihu  Burritt 


Impatience  never  commanded  suc- 
cess. —Edwin  Chapin 


Congratulate  yourselves  if  you  have 
done  something  strange  and  extrava- 
gant and  broken  the  monotony  of  a 
decorous  age. 

—Ralph  Waldo  Emerson 


There  is  nothing  so  well  known  as 
that  we  should  not  expect  something 
for  nothing,  but  we  all  do,  and  call  it 
hope.  — E.W.  Howe 


Whether  it's  marriage  or  business, 
patience  is  the  first  rule  of  success. 

—William  Feather 


I  should  say  sincerity,  a  deep,  great, 
genuine  sincerity  is  the  first  character- 
istic of  all  men  in  any  way  heroic. 

—Thomas  Carlyle 


The  miserable  hath  no  other  medi- 
cine, but  only  hope.      —Shakespeare 


Without  faith  a  man  can  do  noth- 
ing. But  faith  can  stifle  all  science. 

—Henri  F.  Amiel 


A  laugh  is  worth  a  hundred  groans 
in  any  market.  —Charles  Lamb 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page 
book  at  $6.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth 
Avenue,  New  York,  N.Y.  10011. 
(Sales  tax:  New  York  State,  from 
4%  to  7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Jennifer  E.  Hance. 
Harvey,  111.  What's  your  favorite 
text?  The  Forbes  .Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
use<l. 


He  that  is  faithful  in  that  which  is 
least  is  faithful  also  in  much. 

-Luke  16:10 
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The  1973 
0)ntinentaJs. 

Designed  to  ride  and 
handle  even  better 

than  our  72  s. 

Which  rode  and 

handled  even  better 

than  the  other 

luxury  car. 


Serious,  carefully  engineered  machines.  We  believe 
that  in  1973  the  Continentals  will  deliver  the  most  out- 
standing performance  on  the  American  road,  just  as 
they  did  in  1972  in  riding  and  handling  tests  against  the 
other  luxury  car. 

The  ride. 

In  the  Continentals  ride,  there  is  a  deep,  deep  quiet, 
a  quality  achieved  from  almost  incredible  attention  to 
details  of  insulation  throughout  the  automobile:  from 
the  smallest  rubber  washers  to  carpeting  approximately 
one-half  inch  thick. 

The  Continental  has  one  of  the  widest  stances  of 
any  American  automobile,  which  contributes  to  the 
unequalled  stability  of  its  ride.  Standard  equipped  steel- 
belted  radial  ply  tires  provide  their  share  of  that  smooth, 
even,  steady  ride. 

And  then.,  handling. 

The  entire  suspension  geometry  contributes  to  the 
sensitivity  of  its  handling  characteristics.  In  turn,  those 
handling  characteristics  assure  exceptionally  steady 
cornering,  and  controlled  turns,  virtually  without  sway. 

There  is,  naturally,  still  more.  In  order  to  measure 
up  to  our  reputation  for  producing  the  finest  luxury  cars 
on  the  American  road,  proven  in  the  1972  road  tests, 
we  cannot  allow  the  smallest  detail  of  design  or 
construction  to  go  unnoticed.  Test  drive  one  of  our 
Continentals  and  you  will  see  and  feel  for  yourself  that, 
indeed,  we  have  not. 


LINCOLN  CONTINENTAL 
CONTINENTAL  MARK  IV 


ILLUSTRATED:   CONTINENTAL  HARK  IV  WITH  SILVER  LUXURY  GROUP  OPTION.  ANT 
LINCOLN  CONTINENTAL  TOWN  CAR. 
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TWA  AND  HILTON  INTERNATIONAL  BRING 

FORAWEEKORLESS,lfi 


PARIS. 
$329 


Includes  airfare,  6  nights,  Hilton  Hotel,  Continental 
breakfasts.  Meeting  rooms,  Sightseeing,  TVansfers, 
Tax  and  Service.  Price  based  on  double  occupancy. 


LON 

$357 


!!• 


N. 


Includes  airfare,  6  nights,  Hilton  Hotel,  Continental 
breakfasts,  Meeting  rooms,  Sightseeing,  TVansfers, 
Tkx  and  Service.  Price  based  on  double  occupanc>-. 


You  can't  figure  out  the  real  cost 
of  your  meeting  unless  you  take  two 
things  into  consideration.  The  produc- 
tivity your  meeting  is  going  to  generate. 
And  the  money  you're  going  to  spend  on 
the  meeting  itself. 

Now  with  Getaway*  Conference 
Meeting  Packages  in  any  one  of  nine 
European  cities,  you  can  count  on  more 
excitement,  stronger  participation,  and 
more  productivity  in  your  meeting.  And 
because  of  off-season  prices,  do  it  all  at  a 
new,  lower  cost. 

Included  in  each  package  are  round- 
trip  airfare  from  New  York,  deluxe  accom- 
modations at  a  Hilton  International  Hotel, 
tax,  service,  continental  breakfast  every 

"Getaway  is  a  service  mark  owned  exclusively  by  TWA. 


day,  sightseeing,  and  use  of  all  meeting 
rooms.  The  prices  shown  above  are  per 
person,  for  affinity/incentive  groups  of 
40  or  more.  But  if  there  are  fewer  than 
that  in  your  group,  even  as  few  as  10, 
the  prices  are  only  a  little  higher. 

If  your  group  is  large  enough  to 
qualify,  you  can  also  fly  there  on  our  low 
charter  rates.  And  get  an  even  lower 
overall  price.  Or  if  your  time  is  restricted 
and  there  are  40  or  more  in  your  group, 
we  can  arrange  for  a  shorter  stay. 
As  short  as  4  nights  at  a  lower  price. 

For  a  free  brochure  that  spells  out 
the  flexibility  of  the  Getaway  packages, 
and  also  tells  you  about  all  the  available 
options  (golf,  banquets,  etc.),  contact 


•  -I 


Per  person  package  prices  for  period  Nov.  1,  1972,  through  March  31,  1973.  Airfares  are  based  on  the  win! or 
affinity/  incentive  jet  fare  from  New  York  and  include  tax.  These  fares  subject  to  surcharge  for  travel  on  wiH»kends. 


YOU  MEETING  PACKAGES  IN  EUROPE. 
FOR  GROUPS  OF  10  OR  MORE. 


MADRID. 
$289 

Includes  airfare,  6  nights,  Hilton  Hotel,  Continental 
breakfasts,  Meeting  rooms.  Sightseeing,  TVansfers, 
Tkx  and  Service.  Price  based  on  double  occupancy. 


ROME. 
$385 

Includes  airfare,  6  nights,  Hilton  Hotel,  Continental 
breakfasts.  Meeting  rooms.  Sightseeing,  TVansfers, 
Ikx  and  Service.  Price  based  on  double  occupancy. 
Added  Value  T^x:  A  new  law  in  Italy  requires  an 
additional  tax  estimated  at  10-15%  to  be  added  to 
the  ground  prices  in  Rome  after  January  1, 1973. 


your  nearest  TWA  sales  off  fee.  Or  mail  in 

the  coupon. 

As  an  added  convenience,  your 

entire  package 
can  be  paid  for 
on  the  American 
Express  Money 
Card.  (If  you 
don't  have  a 
Money  Card, 


just  call  American  Express  for  an  appli- 
cation at  (800)  AE  8-5000,  toll-free.  Or 
pick  one  up  wherever  the  card  is  honored. ) 
Finally,  once  you  actually  decide  to 
hold  your  meeting,  we'll  do  ever3^hing  to 
make  your  job  easier.  With  audio- visual 
equipment,  clerical  help,  practically 


everything  you  need  for  your  meeting.  In 
fact,  if  you're  going  to  hold  a  meeting,  no 
one  will  help  you  more  than  TWA. 


MGR..  COMMERCIAL  ACCOUNT  MARKETING 
TRANS  WORLD  AIRLINES 
605  THIRD  AVENUE 
NEW  YORK.  N.  Y.  10016 

n 


TWA 


Please  send  me  more  details  on 

TVVA/Hilton  Getaway  Conferences  in  Europe. 

□  Please  have  a  TWA  salesm£in  contact  me. 


Name. 


_Title. 


Name  of  Company 
Address 


Citv. 


.State. 


.Zip. 


I 


Date. 


.  Business  Tfel.  No. 
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TWA  GETAWAY  CONFERENCES 


GE's  new  Mark 
can  cut  your 

time-sharins  costs 

by  a  third 


What  we're  offering  is  not  a  miracle,  but  a  new 
approach  to  information  processing:  Mark  III. 
It's  a  single,  unified  service  that  combines  the 
response  of  interactive  time-sharing,  the 
economy  of  remote  batch  processing,  and  the 
reach  of  a  worldwide  communications  network. 

Your  total  savings  depend  on  your  own 
applications,  but  our  estimate  of  one-third  may 
be  conservative.  For  example,  with  Mark  III  you 
can  save  one-half  or  more  of  your  processing 
costs  just  by  moving  your  time-sharing  programs 
into  remote  batch  operation.  In  addition,  Mark  III 
includes  new  time-sharing  capabilities  that  can 
lower  your  costs  dramatically.  To  tie  it  all  together, 
a  new  budget  allocation  and  control  system  helps 
you  get  the  most  out  of  each  computing  dollar. 

General  Electric  introduced  the  first  time-sharing 
service  in  1965.  In  1970,  GE  established  the  first 


international  information  processing  network 
linking  over  250  locations  in  North  America 
and  Europe. 

And  now  Mark  III  — an  integrated  network  of 
nearly  100  interconnected  computers. 
With  a  network  this  size,  each  computer  performs 
that  task  for  which  it's  best  suited  — 
communications,  interactive  time-sharing,  or 
batch  processing.  The  result  is  a  service  that  can 
tackle  your  computing  needs  easily,  reliably 
. . .  and,  most  important,  economically. 

If  youre  a  Mark  II  user,  Mark  III  offers  major 
new  features  and  is  fully  compatible.  If  you're  not. 
it's  time  to  make  a  serious  comparison  of 
Mark  III  with  whatever  information  service  you 
now  use.  Phone  800-638-0971  or  write  us  at 
7735  Old  Georgetown  Rd.,  Bethesda.  Md..  20014. 
We're  ready  to  help. 
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Copy  System. 

It  turns  originals  to  copies,  continuously 

and  automatically— up  to  154  copies  per 

minute  in  large  quantities.  Or  10  copies 

each  of  five  originals  in  less  than  a 

minute.  And  you  get  offset-quality 

reproductions  on  ordinary  paper  or  bond. 

Operation  is  a  matter  of  "set  it,  forget  it." 
Stack  up  to  100  originals,  set  the  counter  for  quantities, 
and  you're  done.  The  N/luitigraphics  Total  Copy  System  does  the  rest. 
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copiers  for  every  job.  All  are  available  for  purchase  or  lease.  Or  as 

part  of  month-by-month  rental  plans  or  cost-per-copy  plans— 

both  of  which  eliminate  capital  investment  for  you.  Call  today. 

Or  write  Multigraphics,  1800  W.  Central  Road,  Mt.  Prospect,  III.  60056. 
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Side  Lines 


Nikki  and  Viki 

Illustrating  a  business 
magazine  is  not  the  easiest 
job  in  the  world:  Rarely  does 
business  lend  itself  to  dramat- 
ic photographs.  The  job  of 
making  Forbes  look  lively  in 
spite  of  this  handicap  falls 
largely  to  two  young  ladies, 
Nikki  Frost  and  Vika  (Viki) 
Cirincione.  Under  the  direc- 
tion of  our  veteran  Art  Di- 
rector Ed  Wergeles,  Nikki 
and  Viki  are  responsible  for 
our  photographic  content. 
Long    before    an    article    is 

written,  they  interview  the  writers  for  ideas,  then  get  on  the  phone 
to  gather  pictures  from  various  sources— or  by  assigning  one  in  our 
stable  of  outside  photographers. 

Problem:  How  do  you  illustrate  a  bond  story?  We  thought  it  would 
be  easy  in  this  issue,  for  the  story  was  about  a  bond  that  defaulted 
because  a  ski  resort  never  got  built.  All  we  needed  was  a  picture  of 
the  unfinished  resort.  Easy?  Not  exactly.  The  project  was  in  remote 
Oxford  County,  Me.  We  put  Nikki  Frost  on  it.  Nikki's  a  native  Down 
Easter  and  if  .she  couldn't  find  it,  nobody  could.  Nikki  asked  her 
mother  where  Evergreen  Valley  was.  Her  mother  told  her.  A  few  tele- 
phone calls  later  Nikki  located  Jack  Quinn,  an  elderly  photographer 
who  lives  in  South  Paris,  Me.  Did  he  know  about  Evergreen  Valley? 
"A-yup"  came  the  reply  in  tones  Nikki  had  known  since  her  childhood. 
The  picture  is  on  page  26. 

Nikki  Frost  came  to  Forbes  in  1969  from  Time  Inc.,  which  she 
joined  as  a  trainee  fresh  out  of  Colby  College.  On  Life  and  on  For- 
tune she  found  she  loved  working  with  photographers  and  has  been 
doing  it  ever  since.  In  her  spare  time  she  uses  her  Pentax  to  do  pho- 
tography of  her  own  for  the  Puerto  Rican  Dance  Theater.  This  is  a 
New  York  City  group  that  encourages  slum  kids  to  express  their  ethnic 
impulses  through  interpretive  dancing. 

Vika  Cirincione  majored  in  design  and  photography  at  the  Uni- 
versity of  Syracuse.  She  had  wanted  to  be  a  photographer,  but  "ev- 
erybody I  talked  with  patted  me  on  the  head  and  told  me  to  go  away." 
She  got  into  photography  through  working  at  a  New  York  photograph- 
ic laboratory,  and  has  been  plying  her  trade  at  Forbes  since  last  year. 

*  »  * 

There  are  those  who  say  group  journalism  is  like  decision -making 
by  committee:  takes  all  the  guts  out  of  things.  We  disagree.  At  its 
best,  group  joumali.sm  adds  dimensions  no  single  writer  can  provide. 
Take  our  cover  story  on  Merrill  Lynch  (p.  SO).  Written  by  Senior 
Editor  Robert  Flaherty,  but  also  reported  by  Celia  Currin  and  by  other 
Forbes  reporters  in  London,  Paris,  Washington,  Tokyo.  Also  the  piece 
on  workers'  control  {p.  49).  Idea  by  European  Bureau  Manager  Arthur 
Jones.  Reported  from  London,  Copenhagen  and  Washington,  D.C.  Then 
put  together  by  a  group  of  editors  in  New  York.  ■ 


The  companies  of  Citicorp 

getting  tHe  jump  on 
tomorrow^  money  needs 


Whatever  you  want  from  the 
years  ahead— whether  as  a 
businessman  or  consumer— at 
least  one  of  the  subsidiary  com- 
panies of  First  National  City 
Corporation  can  probably  help 
you.  Fact  is,  they  offer  a  range  of 
financial  services  far  wider 
than  even  a  great  bank  can 
offer.  Take  the  examples  on 
this  page:  one  Citicorp 


I 
'I 


UNCHAIN  YOUR  WORKING  CAPITAL 

.  .  .  Free  it  up  for  your  company's 
future  development.  Citicorp  Factors 
helps  you  do  it.  A  Citicorp  company 
that  can  help  you  beat  the  future  to 
the  punch. 


company  has  new  ideas  about  old  line  factoring.  Another  is 
helping  to  find  new  ways  to  meet  the  ever-growing  costs  of 
modern  equipment.  A  third  is  buying  shares  in  the  future 
with  venture  capital.  There  are  a  hundred  more  ways 
Citicorp  companies  are  meeting  the  future  head  on.  In 

originating  and  servicing  mortgages  on 
new  construction.  In  thriving  charge 


i 


FLOATING  A  LEASE.  Recently, 
Citicorp  Leasing  packaged  a 
deal  to  build  a  fleet  of  tankers 
for  lease  to  the  U.S.  Navy— 
bringing  banks,  ship  builders 
and  bond  underwriters  to- 
gether. Citicorp  companies 
have  the  answers. 


^   ^^"""^ 


.,^ 


card  operations  in  a  number  of 
countries.  And  in  the  innovative 
kind  of  banking  practiced  at 
First  National  City  Bank: 
the  largest  in  New  York  and 
the  leader  in  world-wide 
banking.  If  you  see  a  prob- 


...FROM  TINY  ACORNS 
GROW.  The  great  growth 
industries  of  the  future 
need  money  now  to  begin 
their  growth.  That's 
where  Citicorp  Venture 
Capital  comes  in.  An- 
other Citicorp  company 
with  eyes  front. 


lem  or  an  opportunity  ahead,  chances  are  a  Citicorp 
company  can  help  you  get  the  jump  on  tomorrow's  money 
needs.  Before  tomorrow  turns  into  today. 

The  mission  of  the  subsidiaries  of  Citicorp:  to  grow  by 
supplying  an  increasing  number  of  financial  services  to 
more  and  more 

people  and "  SUBSIDIARY  COMPANIES  OF  CITICORP 

companies — 
throughout  the 
U.S.  and 
around  the 
world. 


ADVANCE  MORTGAGE  CORPORA- 
TION. A  leading  originator  and  servicer 
of  residential  and  commercial  mortgages 
for  hundreds  of  institutional  investors. 

CITICORP  REALTY  CONSULTANTS, 
INC.  Provides  a  broad  range  of  real  es- 
tate appraisal  and  project  planning 
services. 

CITICORP  VENTURE  CAPITAL  LTD. 

Provides  venture  capital  as  well  as  long- 
term  equity  financing  to  growing  busi- 
nesses. 

TRANSACTION  TECHNOLOGY  INC. 

Developer  of  advanced  systems  for  the 
payment  mechanisms  of  the  future. 


CITICORP  SERVICES,  INC.  Makes 
First  National  City  Travelers  Checks 
available  to  users  around  the  world 
through  tens  of  thousands  of  banks. 

CITICORP  FACTORS,  INC.  Provides 
business  with  full  credit  protection  and 
collection  services  as  well  as  working  capi- 
tal through  accounts  receivable  financing 
and  factoring. 

CITICORP  LEASING,  INC.  and 
CITICORP  LEASING  INTERNA- 
TIONAL, INC.  The  world's  largest  leas- 
ing organization,  able  to  handle  almost 
any  equipment  leasing  transaction. 


And 
FIRST  NATIONAL  CITY  BANK.  Citibank  is  one  of  the  world's 
leading  banks  with  branches,  subsidiaries  and  affiliates  in  89  countries. 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.  Y.  10022 


If  you  fail  this  test^  it  doesn^ 
mean  you're  not  qualified 
to  find  a  plant  site  nowadays. 

It  just  means  youWe  never 
done  it  before. 


American  Electric  Power 
Plant  Location  Test 


1 .  What  is  the  first  thing  to  do? 


2.  Is  tax  relief  available  on  investment  in  pollution  control  equip- 
ment?   

3.  What  is  a  simple  way  to  find  the  market  center? 


4.  How  can  desired  information  be  obtained  without  getting 
swamped  with  extraneous  material? 

5.  What  financing  programs  are  available  in  various  states?  . . . 

6.  How  is  the  availability  of  labor  skills  determined? 

7.  What  is  the  best  way  to  option  land  for  plant  sites? 


8.  How  can  many  communities  be  inspected  without  revealing 
the  company's  identity? 

9.  What  are  the  environmental  regulations  in  the  areas  of  con- 
sideration?   


Don't  be  depressed  if  you  flunked.  Because  you've  learned  something. 
Namely,  that  you  need  some  help.  We've  been  helping  businesses  locate  in  the 
wide  open  spaces  of  middle  America  for  over  60  years. 

We  supply  reliable  power  to  over  2,296  communities  in  Ohio,  Indiana, 
Michigan,  West  Virginia,  Virginia,  Kentucky  and  Tennessee.  And  we  have  the 
answers  to  all  the  questions  for  all  of  these  states.  They're  in  a  booklet  called 
'How  to  Find  a  Plant  Site  Without  Losing  Your  Mind."  And  it's  yours  free. 

Write  Bob  Rine,  AEP,  Room  11-F01 101-72,  2  Broadway,N.Y.,N. Y.I 0004. 

Send  for  this  booklet  immediately.  Because  the  next  time  you  have  to 
answer  these  questions  they  may  be  coming  from  the  Chairman  of  the  Board. 


American  Electric  Power  System 

Appalachian  Power  Co.,  Indiana  &  Michigan  Electric  Co.,  Kentucky  Power  Co.,  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 
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Trends 

&.  Tangents 


V. 


FOREIGN 


Up,  Up,  Up 

The  cost  of  business  travel 
abroad  has  taken  another  jump, 
propelled  by  the  devaluation  of  the 
dollar  plus  continuing  foreign  in- 
flation. A  deluxe  single  hotel  room 
now  costs  over  $35  in  London  or 
Rome,  over  $40  in  Munich  or  To- 
kyo. Under  the  circumstances,  a 
modest  expense  allowance— not  in- 
cluding entertainment— would  run 
$55  to  $60  a  day  if  not  more. 

Luck  for  %a\e 

For  investors  who  have  tried  ev- 
erything else  without  success,  a 
Ceylonese  institute  of  astrology  has 
created  a  special  talisman  that  al- 
legedly "protects  them  from  making 
bad  decisions  on  inauspicious  days 
as  well  as  greatly  enhancing  their 
clairvoyance  so  they  may  proceed 
with  their  investments  knowing 
that  the  planets  and  the  guardian 
gods  are  on  their  side."  Whether 
the  talisman  is  that  lucky  for  inves- 
tors remains  to  be  proved.  But  at 
$110  a  copy,  it  certainly  shows  ev- 
ery sign  of  being  a  lucky  item  for 
its  promoters. 


BUSINESS 


The  Fat  Farmers 

For  years,  U.S.  farm  equipment 
manufacturers  have  been  singing 
the  blues,  but  no  longer.  Aided  by 
higher  farm  prices  and  farm  in- 
come that  is  rising  faster  than  farm 
costs,  practically  all  the  manufac- 
turers are  reporting  record  sales  so 
far  this  year  and  predicting  that 
they  will  remain  that  way  at  least 
through  the  first  half  of  1973.  In- 
ternational-Harvester, for  example, 
reported  that  its  farm  tractor  sales 
were  up  by  30%  through  July  over 
the  figures  for  1971,  while  John 
Deere  reported  North  American 
sales  gains  of  26%. 

The  Value  of  a  Degree 

How  badly  did  the  recession  hurt 
the  job  market  for  college  grad- 
uates? Not  as  badly  as  many  had 
feared,  according  to  a  recent  study. 
Compared  with  the  number  of  in- 
terviews, fewer  jobs  were  offered; 
but  those  that  were  carried  higher 


average  salaries.  All  types  of  de- 
gree holders  got  more  money  than 
in  the  past,  except  graduates  with 
nontechnical  bachelors'  degrees; 
for  the  first  time  in  years,  they 
actually  showed  a  decline.  MBAs 
with  technical  undergraduate  de- 
grees got  the  biggest  increase,  15%. 
MBAs  with  nontechnical  under- 
graduate degrees,  and  others  with 
nontechnical  masters'  degrees, 
showed  the  second  best  gain,  10%. 

Investments  in  Diamonds 

Diamonds,  like  art,  have  always 
had  one  great  drawback  as  an  in- 
vestment: the  enormous  gap  be- 
tween the  buying  and  selling 
price  of  the  same  stone.  A  mid- 
western  jeweler  is  seeking  to  rem- 
edy that  by  offering  cut  stones  at 
low  wholesale  prices  plus  a  small 
percentage,  together  with  a  certif- 
icate giving  the  stone's  scientifically 
determined  size,  color  and  clarity. 
The  jeweler  also  guarantees  to  re- 
purchase the  stone  at  the  then  go- 
ing wholesale  bid  price,  without 
commission,  whenever  the  original 
buyer  wants  to  sell.  In  the  past,  a 
purchaser  of  a  diamond  at  retail 
usually  had  to  wait  for  five  to  ten 
years  before  the  stone's  wholesale 
value  would  rise  enough  to  equal 
the  retail  price  he  had  paid.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue. 
New  York.  N.Y.  10011 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Private 
personal  loans 
by  mail  $1,500 
to  $5,000 

For  the  executive  who  prefers 
complete  privacy  in  his  personal 
finances,  we  now  offer  special 
VIP  Loans,  handled  strictly 
through  the  mail.  Your  application 
is  handled  swiftly  and  privately. 
No  collateral  or  signature  other 
than  your  own  is  required.  Your 
present  lines  of  credit  will  not  be 
affected.  And  you  will  never 
have  to  visit  us  in  person. 

AVCO  COLORADO 
INDUSTRIAL  BANK 

1755  Stout  St.,  Denver,  Colorado  80201 
For  California  residents: 

AVCO 

THRIFT 


^/7i 


620  Newport  Center  Dr. 
Newport  Beach,  Calif.  92660 

For  your  VIP  Loan  application, 
please  write  or  mail  us  the  coupon. 


Mr.  Jerry  Ryan 

Avco  Colorado  Industrial  Bank,  Dept.  FO 

P.O.  Box  2652 

Denver,  Colorado  80201 

CALIFORNIA  RESIDENTS,  mall  to 
Mr.  Gene  Rolan 
Avco  Thrift,  Dept.  FO 
620  Newport  Center  Dr., 
Newport  Beacti,  Calif.  92660 


Name. 


Occupation. 

Address 

City 


State . 


Income  —  $15,000-$25,000   D 
Over  $25,000   D 


_2ip. 


FORBES,   NOVEMBER    1.    1972 


Not  available  where  restricted  or  prohibited  by  law. 
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Roy  Christian,  First  in  Dallas  Trust  Oil  Specialist. 


Under  the  management  of  the  Trust 
Oil  Specialists  at  First  in  Dallas,  the  answer 
in  many  cases  is  yes.  Producing  oil  and  gas 
properties  have  proved  to  be  sound  investments 
for  employee  benefit  funds. 

An  added  benefit  is  flexibility.  Trust  fund 
investments  in  producing  oil  and  gas  properties 
can  take  three  forms:  ( 1 )  production  loans, 

(2)  production  loans  with  reversionary  interests, 

(3)  outright  purchase  of  the  properties  by  the 
trust  account,  or  a  combination  of  these  three. 

First  National's  Trust  Oil  Specialists 
are  responsible  for  more  than  8,700  mineral 
properties.  They  make  an  important 
contribution  to  our  performance  on  the  more 
than  S 1  billion  in  market  value  of  assets  under 
our  Trust  Services  management. 

We'd  like  to  talk  with  you  about  managing 
your  employee  benefit  funds.  About  the 
innovative  services  of  our  Trust  Oil  Department. 
And  about  other  trust  investment  opportunities 
available  in  the  growing  Southwest. 

Call  Larry  Budner  at  (2 1 4)  749-47 1 1 . 
Or  John  Depew  at  749-47 1 6.  First  National 
Bank  in  Dallas. 


k  there  room  in  an 

employee  benefit  portfolio 

for  producing  oil 

and  gas  properties? 


Trust  Oil  Specialists 
in  the  Southwest. 

fiist 


NATIONAL  BANK 

IN  DALLAS 

NOW  LEASING  IN  DALLAS:  the  56-story  First  International  BIdg.  for  occupancy  first  quarter  1974.  P.O.  Box  60.^  L  Dallas.  Texas  7.S22:. 
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IMAGINATION  IN  TIMBER  MANAGEMENT,  ELEVENTH  IN  A  SERIES 

Our  skinnier  saws 
yield  up  to  17%  more 
lumber  per  log! 


thin  saw  |t  |e  Va " 


conventional  saw  |«-       |^  s/g" 

Many  Georgia-Pacific  sawmills  use  saw  blades  up 
to  66%  skinnier  than  ordinary  blades.  Result:  the  mills 
are  getting  more  salable  lumber  from  each  log! 

Although  not  practical  for  every  Georgia-Pacific 
lumber  operation,  thin  saws  are  being  used  or  installed 
in  as  many  of  our  lumber  facilities  as  possible. 

Most  sawmills  use  blades  that  are  %-inch  thick. 
Each  time  a  blade  cuts  through  a  log,  it  turns  a 
%-inch  swath  into  sawdust.  But  the  thin  saws  make 
a  much  smaller  cut  through  the  logs.  Therefore,  much 
more  lumber  and  much  less  sawdust.  And  even  the 
sawdust  isn't  lost.  It's  converted  into  energy  or 
useful  products. 

This  development  is  just  one  of  many  that  assures 
better  utilization  of  every  tree.  In  the  early  1900s, 
as  little  as  one-third  of  a  tree  was  converted  into  useful 
products.  The  waste  was  burned  or  left  to  rot.  But, 
today,  the  bark  is  stripped  from  a  log  with  virtually  no 
loss  of  valuable  wood  fiber.  The  bark  is  used  for 
fuel,  and  for  use  in  home  gardens  and  nurseries. 
Machines  called  chippers  convert  the  slabs,  the  parts 
of  a  log  not-used  for  lumber,  into  chips  for  pulp, 
paper,  hardboard,  panelboard  and  particleboard. 

These  innovative  techniques  help  us  recover 
more  usable  lumber  from  fewer  trees.  And 
we're  developing  still  better  methods  that  may 


someday  eliminate  most  of  the  planing  and  sanding 
necessary  to  finish  lumber.  The  result  of  these 
developments  will  be 
even  greater  profit- 
ability and  better  forest     m-.y- 
conservation.  And, 
wood  saved  today 
means  jobs  and  homes 
for  tomorrow. 

This  is  another  way 
imagination  pays  for 
Georgia-Pacific. 
And  for  you. 


60°; 


40°. 


20° 


YIELD  COMPARISON 

THIN  SAW 

CONVENTIONAL 
SAW 

m 

GEORGIA-PACIFIC,  A  PERSPECTIVE 
is  a  comprehensive  overview  of  the  Company  detailing  its 
markets,  resources,  operations  and  business  philosophy. 
Mail  the  coupon  for  your  free  copy.  No  obligation,  of  course. 


NAME 


ADDRESS 


CITY 


STATE 


ZIP 


Georgia-Pacific  Corporation 
Dept.  7-11 
900  S.W.  Fifth  Ave. 
Portland,  Oregon  97204 
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Georgid-l%icific 


PRODUCTS  NOW  AND  FORESTS  FOREVER 
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WeVe  only  a  drop  in 

the  bucket 

Burlington  Northern  helps 
St.  Paul  paint  makers 
stay  in  the  black  because 
we  take  a  load  of  their  paint 
870  miles  to  Billings 
Montana  for  about  19^  per 
twelve-pound  gallon. 

Paint  with  a 
suggested  retail 
price  of  $8.00 
a  gallon. 


# 


Whether  you're  shipping 
paint  or  potatoes,  you  owe 
it  to  yourself  to  find  out  how 
a  modern  railroad  can  help 
you  hold  the  line  on  distribu- 
tion costs. 
Every  body 's  looking 

for  a  better  way 
to  go. 

Maybe  we've 
got  yours. 


The  better  we  get,  the  better  it  is  for  you. 


Safety. 

Agood 
imestmait 

Especially 

now. 


The  new  Occupational  Safety  and  Health  Act  could  give  the  fast-grow- 
ing "safety  market"  a  healthy  boost.  Crouse-Hinds  is  uniquely  situated 
to  satisfy  this  market.  We  are  a  leading  worldwide  producer  and  dis- 
tributor of  electrical  equipment  for  hazardous  and  adverse  environments,   '   /^o/^IIQC'   lJ|A/riQ® 
outdoor  and  airport  lighting,  traffic  control  systems.  Safety  is  always  a       Orilyl/ot  "rff/VL/O 
good  investment.  For  financial  data  on  how  our  stake  in  safety  is  con- 
stantly growing,  write  Treasurer,  Crouse-Hinds,  Syracuse,  N.Y.  13201 . 

(NYSE,  also  Midwest  and  Pac.  Coast  Code:  CHI). 


This  announceynent  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  btty  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


T^EW  ISSUE 


$75,000,000 


Louisiana  Land 
Offshore  Exploration  Company,  Inc. 


75,000  Units 

consisting  of 

$75,000,000  Convertible  Subordinated  Debentures 

due  1982 

(Interest  at  1%  through  September  30,  1977  and  5%  thereafter) 

and 

1,500,000  Shares  Class  B  Common  Stock 


Each  Unit  consists  of  one  Debenture  in  the  principal  amount 
of  $1 ,000  and  20  Shares  of  Class  B  Common  Stock .  The  Deben- 
tures are  convertible  at  any  time  prior  to  maturity  or  earlier 
redemption  into  Common  Stock  of  the  Company  at  $12.50 
per  Share,  subject  to  conditions  described  in  the  Prospectus. 
The  Class  B  Common  Stock  and  the  Debentures  will  be 
transferable  separately  immediately  after  issuance. 


Price  $1,000  per  Unit 


Copies  of  the  Prospectus  nuiy  be  obtained  in  any  State  only 
from  such  of  the  several  Underwriters,  including  the  under-- 
signed,  as  may  lawfully  offer  the  securities  in  such  State. 


Lehman  Brothers 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Goldman,  Sachs  &  Co. 
Kuhn,  Loeb  &  Co. 
Loeb,  Rhoades  &  Co. 


Dillon,  Read  &  Co.  Inc. 
Kidder,  Peabody  &  Co. 

Incorporated 

Lazard  Freres  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers 

Incorporated 

Smith,  Barney  &  Co.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated  Incorporated 

October  10,  1972. 
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Expensive  Realtors 

Sir:  Thank  you  for  writing  an  article 
on  the  cost  of  housing  transactions  {Oct. 
15 )  which  have  cost  me  dearly  on  several 
occasions.  Buying  and  selling  two  homes 
has  taken  more  than  a  year's  savings, 
and  I-  could  exercise  less  personal  con- 
^trol  over  who  got  how  much  than  I 
could  in  any  other  consumer  market. 

—Walter  J.  Elgin 
Murrysville,  Pa. 

Sir:  I  recently  sold  my  home  without 
the  aid  of  a  realtor  and  am  attempting 
to  purchase  another.  As  a  result  of  my 
experiences,  I  am  more  firmly  convinced 
than  ever  that  home  sellers  or  buyers 
should,  if  it  is  at  all  possible,  avoid  deal- 
ing with  realtors. 

—David  R.  Brechwald 
Beloit,  Wis. 

Old  Joke 

Sir:  On  your  Other  Comments  page 
{Oct.  15),  we  learn  that  last  Thanksgiv- 
ing at  Plymouth  Rock  a  Mohawk  named 
Brave  Bay  commented,  "Plymouth  Rock 
should  have  landed  on  the  Pilgrims." 
God  knows  how  old  this  joke  may  be. 
Cole  Porter  used  it  in  1934  for  the  verse 
to  his  song  "Anything  Goes."  I  quote: 
"Times  have  changed/And  we've  often 
rewound  the  clock/Since  the  Puritans 
got  a  shock/When  they  landed  on  Plym- 
outh Rock; /If  today/ Any  shock  they 
should  try  to  stem, /'Stead  of  landing  on 
Plymouth  Rock, /Plymouth  Rock  would 
land  on  them."  Possibly  Brave  Bay  is  a 
Porter  fan. 

—Jay  Klees 
Englewood  Cliffs,  N.J. 

Phantom  Politico 

Sir:  In  your  editorial  "Bumping  Off 
Politicos"  {Oct.  1),  you  suggest  greater 
use  of  television  by  the  Presidential  can- 
didates. Assassination  is  a  terrible  risk, 
but  videotape  and  a  few  modem  politi- 
cal managers  should  be  able  to  produce 
something  along  the  lines  of  the  man 
that  never  was. 

—Saul  Cohen 
Belmont,  Mass. 

The  Argentine  Empire? 

Sir:  I  guess  America's  prestige  is  hit- 
ting an  all-time  low.  Once  upon  a  time, 
when  doonisayers  talked  about  America's 
decline,  they  compared  it  to  that  of  the 
Roman  Empire.  Now  they're  comparing 
it  to  Argentina  (Oct.  15). 

— R.  DoMiNGUiy. 
New  York,  N.Y. 

Europe  Has  Voters,  Too 

Sir:   Your  article  on   our   trade  prob- 
lems {Sept.  15)  was  alarming  because  of 
the  view  attributed  to  Ambassador  I'.berle, 
that   if   only   the    U.S.   can    break   down 
{Continued  on  pane  92) 
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Martin  Marietta  Corporation  serves  basic  needs  of  a 
secure  and  thriving  society.  Consider,  for  example, 
Martin  Marietta  Aggregates,  a  leading  producer  of 
crushed  stone,  sand  and  gravel.  Who  needs  it?  Well, 
obviouisly,  the  construction  industry  does.  Think  on 
it,  however,  and  you  get  a  bigger  answer.  We  all  need 
it— for  our  highways  and  roads,  our  airports,  our  dams. 


our  office  buildings,  and  our  homes.  There  really  is 
a  basic  need.  Martin  Marietta  Aggregates  sells  about 
50  million  tons  annually  of  its  products.  That  comes 
to  about  95  tons  every  minute,  every  hour,  every  day. 


ATXi/?7VyV  A/>1#7/ 


277  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


MARTIN 
MARIETTA 

tWm\^  W  ^m^^  in  aggregates, 
cement f  chemicals^  aerospace  and  aluminum. 


What  can  your  banker  tell  you  cn^^ 
the  surging  economy  in  Brazil? 


Can  he  tell  you  what  will  happen  to  Brazil's 
trade  balance  in  the  next  few  years?  Can  he 
tell  you  where  and  how  Brazil's  rapid  growth 
will  be  felt  around  the  world? 

A  Chaseman  can. 

Can  your  banker  tell  you  how  economic 
trends  in  the  U.S.  and  Europe  will  affect  Brazil? 
How  Brazil's  rapid  growth  will  influence  its 
economic  structure.  Can  he  tell  you  about 
prospects  for  future  investment  in  Brazil? 

A  Chaseman  can. 

Chase  Manhattan's  huge  worldwide  net- 
work of  branches,  associated  banks  and  repre- 
sentative offices  reacts  quickly  to  unexpected 
political  and  economic  events.  Our  special 
analysts  often  anticipate  these  changes.  They 
understand  what  consequences  these  events 
can  have  on  your  international  business.  They 
carefully  evaluate  courses  of  action  for  you  to 
follow.  And  our  sophisticated  communica- 
tions network  loses  little  time  executing  your 
decisions. 

When  you  want  to  do  business  on  a  multi- 
national scale  in  Mexico,  Central  and  South 


America— or  anywhere  else  in  the  world- 
speak  to  Chase  first. 

Chase  Network  Latin  America: 

Offices  in:  ARGENTINA,  BRAZIL,  DOMINICAN 
REPUBLIC,  MEXICO,  PANAMAANDCANAL 
ZONE,  PUERTO  RICO,  VENEZUELA.  And  over 
40  branches  throughout  the  Caribbean.  Asso- 
ciated Banks:  ARGENTINA,  Banco  Argentine 
de  Comercio;  BRAZIL,  Banco  Lar  Brasileiro, 
S.A.;  COLOMBIA,  Banco  del  Comercio;  HON- 
DURAS, Banco  Atlantida,  S.A.;  BRITISH  HON- 
DURAS, Atlantic  Bank,  Ltd.;  VENEZUELA, 
Banco  Mercantil  y  Agricola,  C.A.  Affiliated  Cor- 
porations: COSTA  RICA,  Chase  Manhattan, 
Costa  Rica,  S.A. 

You  have  a  friend  at  ^^ 

THE  CHASE  MANHATTAN  BANK  Ll 

1  Chase  Manhattan  Plaza,  New  York,  NY.  10015/Member  F.D.I.C.     ^*^ 
CHASE  MANHATTAN  INTERNATIONAL  BANKING  CORPORATION 
800  Wilshire  Boulevard,  Los  Angeles,  California  90017 


Export 


''With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WHAT  MORE  COULD  ANYONE  HAVE  ASKED 


of  any  President  of  the  United  States  than  Richard 
Nixon  has  accompHshed  in  his  first  term? 

I  seriously  doubt  if  any  other  President  would  have 
dared,  had  he  the  capability  and  vision,  to  have  estab- 
lished a  firm  and  real  rapport  with  China;  to  have  pains- 
takingly arrived  at  a  halt  in  the  atomic  arms  race  with 
Russia;  to  have  eflFectively  supported  Israel's  independence 
while  pursuing  a  hopeful  dialogue  with  Cairo  for  Mid- 
dle East  peace;  to  have  removed  virtually  all  American 
ground  combat  forces  from  Vietnam  and  to  have  an- 
nounced the  end  in  a  few  months  of  the  draft. 

On  the  home  front,  no  one  would  have  believed  that 
the  inflation  rate,  so  rapidly  getting  out  of  hand  a  cou- 
ple of  years  ago,  would  have  almost  halved  by  now— with 
more  people  employed  today  than  four  years  ago. 

Of  course,  great  and  unsolved  problems  abound  within 
our  country  and  around  the  world. 

Of  course,  many  programs  sought  have  failed  passage; 
many  administrative  policies  have  come,  in  for  vehement 


criticism,  some  legitimate  and  some  purely  partisan. 

Of  course,  President  Nixon  is  criticized  by  many  for 
his  lack  of  Kennedy  charisma  and  Eisenhower  fatherliness. 

But  the  number  and  magnitude  of  achievements  in  his 
first  term  dwarf  those  of  any  President  since  FDR.  When 
he  took  oflBce  in  1969,  many  anticipated  soundness  in  a 
Nixon  Administration,  but  I  doubt  if  anybody  anticipated 
such  greatness  in  terms  of  concrete  accomplishments. 

I  really  don't  think  fair-minded  and  reasonable  people 
could  have  asked  anything  more  of  a  President— or,  in  fact, 
anything  like  as  much  of  a  President— than  Richard  Nix- 
on has  delivered. 

"Four  More  Years?"  is  the  rhetorical  query  often  heard 
these  days.  I  believe  and  hope  a  sizable  majority  of  us 

would  reply,  "We  Hope  So." 

*     *     * 

To  lure  the  Women's  Lib  vote,  maybe  Nixon's  top 
aides,  Messrs.  Ehrlichman  and  Haldeman,  should  change 
their  names  to  Ehrlichperson  and  Haldeperson? 


HOW  CAN  YOU  WIN  BY  LOSING? 


The  A&P,  once  enormously  successful  and  still  the 
largest  chain  of  food  stores,  has  responded  to  tough  com- 
petition and  ever  tinier  profit  margins  by  setting  out  on  a 
suicidal  spree  of  price-cutting  and  overhead-increasing 
that  is  increasing  volume  while  incurring  even  huger  losses. 

Some  of  its   multiple   competitors   are   being   severely 


hurt,  of  course— but  some  are  still  operating  profitably. 
There's  no  way  legally  or  othei-wise  that  A&P  can  plow 
under  its  major  rivals,  so  what's  with  WEO  ("Where 
Economy  Originates")? 

The  whole  thing  is  one  of  the  most  incomprehensible 
major  industry  capers  in  the  annals  of  American  business. 


ONE  FIREBALL  COMING  UP 


If  Detroit's  automakers  and  the  few  staidly 
complacent  insurance  biggies  still  around 
thought  they  had  gotten  rid  of  one  thorn  in 
their  side  when  Allstate  Insurance's  Judson 
Branch  retired,  I  have  news  for  'em— they've 
got  another  think  coming. 

A  handful  of  Forbes'  editors  sat  around  the 
table  with  his  successor.  Arch  Boe,  whose 
gently  quiet  appearance  suggests  the  perfect 
deacon    for    a    Good    People's    church.    But 


within  seconds  of  questions  on  Allstate  In- 
surance's future  plans,  an  embracing  battle 
plan  was  unfolded  with  a  hardheaded  en- 
thusiasm that  was  convincing  and  contagious. 
One  clue  as  to  the  Boe  approach  was  his 
reference  to  the  fact  that  ground  plans  are 
hammered  out  at  meetings  of  the  "Philosophy- 
Finance  Committee." 

Allstate  under  CEO  Boe  is  going  to  move 
even  faster  and  further  in  multiple  directions. 
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so,  SUE  TOO 


In  preparing  their  profiles  on  U.S.  Senators  and  Con- 
gressmen, Ralph  Nader  and  his  probers,  according  to  the 
Wall  Street  Jouriwl,  "have  collected  evidence  of  philander- 
ing by  some  lawmakers." 

It  seems  to  me  that  Mr.  Nader  took  General  Motors 


for  some  $425,000  because  it  had  attempted  to  probe 
into  his  nonpubhc  life.  Instead  of  being  worried  about 
Nader's  men  collecting  such  stuflF,  those  involved  should 
do  just  what  Mr.  Nader  did— sue. 

It's  like  they  say  about  what's  good  for  the  goose. 


SUPREME  INJUSTICE 


The  Supreme  Court's  newest  Justice,  William  H.  Rehn- 
quist,  wrote  a  15-page  memorandum  to  explain  his  par- 
ticipation as  a  judge  in  decisions  on  cases  under  his  aegis 
for  prosecution  while  he  was  working  for  the  Attorney 
General  just  prior  to  his  appointment. 

If  he  wrote  15,000  pages  he  could  not  justify  this  in- 
credible incomprehension  of  what  the  word  justice  means. 


In  two  key  5'-to-4  decisions  on  such  cases,  his  was  the  vote 
on  the  Supreme  Court  which  enabled  the  Government  to 
win  instead  of  lose,  as  it  does  when  there  is  a  tie  vote. 

Justice  Rehnquist's  total  failure  to  understand  why  Jus- 
tices who  understand  their  function  don't  function  on  cases 
they  previously  prosecuted  (or,  for  that  matter,  defended) 
has  caused  shudders  up  and  down  this  Land. 


Two  of  the  all  too  many  pitfalls  facing  those  of  us  who 
pontificate  in  print  year  after  year  are  being  repetitious 
and/ or  contradictory. 

A  little  over  four  years  ago  Florida's  then  Governor 
Claude  Kirk  Jr.  was  engaged  in  assorted  headhne-making 
antics,  apparently  seeking  to  attract  attention  as  a  Re- 
publican Vice  Presidential  possibility  on  the  Nixon  ticket. 
This  prompted  me  to  write  a  succinct  editorial  which  ap- 
peared in  the  Jan.  1,  1968  Forbes: 

GOVERNOR  KIRK 

Jerk. 

Four  and  a  half  years  later,  in  Fobbes  (Aug.  15, 1972), 

BECAUSE  THERE  ARE 

we're  apt  to  forget  that  there  are  a  number  of  good 
movies  around.  If  you  happen  to  have  missed  some  of 
these,  catch  them  on  the  next  round.  The  good  ones 
always  come  back. 

Frenzy.  Topping  the  good  old  Hitchcock  movies  for 
suspense  is  impossible.  Except  for  Hitchcock.  This  one's 
as  good  as  his  best,  and  not  to  see  it  is  to  deprive  oneself 
of  a  good  night's  nightmare. 

What's  Up  Doc?  I've  never  quite  understood  the  un- 
mitigated enthusiasm  of  Barbra  Streisand's  fans.  But  after 
seeing  this  funny  film  and  the  best  chase  through  the 
streets  since  Harold  Lloyd  used  to  do  it,  I  have  suddenly 
realized  that  Barbra  Streisand  is  the  best  Harold  Lloyd 
since  Harold  Lloyd. 

J.W.  Coop.  Our  family  has  been  lucky  enough  to  spend 
much  of  most  summers  in  the  Wyoming  and  Montana 
heait  of  cowboy  country.  This  near  documentaiy  film  of 
the  rodeo  life  of  one  who  gets  to  be  champion  at  the 

QUERY 

How  can  one  enjoy  joy  without  experiencing  the  opposite? 


TOUCHE 

I  concluded  Fact  and  Comment  with  this  editorial: 


MIRRORS 

People  who  think  people  are  jerks  are. 

Yep,  you  guessed  it— I  received  the  following  letter  on 
stationery  of  Kirk  and  Co.,  signed  by  Claude  R.  Kirk  Jr: 

"It  is  particularly  annoying  to  me  to  correspond  with 
someone  I  do  not  know  .  .  .  who  I  don't  want  to  know  .  .  . 
who  has  made  a  comment  about  me  .  .  .  not  knowing  me! 

"However,  I  note  that  you  finally  have  realized  your  own 
personal  shortcomings,  and/ or  description  and  I'm  happy 
to  see  your  confession  in  print." 

SO  MANY  BAD  ONES 

price  of  his  life  conveys  some  of  the  recreation-dedication- 
consuming  thing  that  rodeo  is  in  the  real  life  of  ranchers 
and  hands  from  cradle  to  grave. 

Play  It  Again,  Sam.  Woody  Allen  is  Woody  Allen,  and 
that's  enough  for  most  of  us.  The  high  spots  of  this 
AUenized  Red-Hot  Lover  more  than  make  up  for  a  number 
of  dragged-out  low  points. 

Snoopy  Come  Home.  Having  read  so  many  raves  by  the 
cynically  sardonic,  superspphisticated  movie  critics  about 
this  second  animated  version  of  "Peanuts,"  I  went  to  see  it. 
If  you  love  reading  comic  books  and  love  hours  of 
Terrytoons,  I  suppose  you'll  like  this;  but  you  really  have 
to  be  very  sophisticated  or.veiy  stupid  or  very  young,  and 
.1  don't  qualify. 

Butterflies  Are  Free.  A  lovely  often  very  funny  love  story 
with— surprise!— a  happy  ending.  A  blind  young  man  leaves 
an  overprotective  mother  to  make  it  on  his  own,  and  does, 
with  the  talented  Goldie  Hawn. 

LIFE  AND   DEATH 

You  can't  have  one  without  the  other. 
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-MALCOLM  S.  Forbes, 

Editor-in-Chief 


FORBES'  Political  Crystal  Ball: 


Massachusetts,  Rhode  Island  and 
D.C.,  that  is. 

Electoral  College  result:  Nixon 
517,  McGovern  21. 

Predicting  election  results  before 
an  election  is  more  risky  than  charting 
the  future  course  of  the  stock  market. 
Everyone  knows  of  someone  who  la- 
ter claimed  to  have  predicted  the 
Crash  of  '29.  But  the  only  Presiden- 
tial election  that  was  forecast  in  ad- 
vance with  pinpoint  accuracy  was 
that  of  1936,  when  campaign  man- 
ager Jim  Farley  told  FDR  he  would 
lose  just  two  states,  Maine  and 
Vermont.  If  this  Forbes  (Jr.)  fore- 
cast for  1972  is  right,  credit  will 
be  given.  If  wrong,  youth  will  be 
my  excuse. 

The  political  crystal  ball  for  Nov. 


Alabama  (9)  With  Wallace  out,  Nix- 
on is  in. 

Alaska  (3)  Nixon. 

Arizona  (6)  Nixon. 

Arkansas  (6)  Nixon. 

California  (45)  In  June,  McGovem 
might  have  won.  But  now  Califor- 
nia will  go  to  Nixon,  as  it  does 
every  time  he  runs  for  President. 

Colorado  (7)  Nixon. 

Connecticut  (8)  Nixon. 

Delaware  (3)  Nixon. 

Florida  (17)  Nixon. 

Georgia  (12)  Nixon, 

Hawaii  (4)  Nixon. 

Idaho  (4)  Nixon. 

lUinois  (26)  Chicago's  Mayor  Daley 
gives  McGovem  sweet  words  but 
saves  his  sweat  for  his  candidates. 
Nixon. 

Indiana  (13)  The  ethnics  might  de- 
prive McGovern  even  of  Lake  Coun- 
ty. Sure  for  Nixon. 

Iowa  (8)  Nixon. 

Kansas  (7)  Nixon. 

Kentucky  (9)  Nixon. 

Louisiana  (10)  Nixon. 

Maine  (4)  McGovem  is  not  Muskie. 
Nixon. 

Maryland  (10)  Nixon. 

Massachusetts  (14)  Even  Al  Smith 
won  this  one  in  his  drubbing  in 
1928.  The  only  non-Democrat,  to 
win  since  was  Ike.  Tradition— and 
Teddy— should  save  McGovern  in 
this  state. 

Michigan  (21)  Busing  is  the  issue 
here,  and  McGovem  mis'sed  the  bus 
on  that.  Nixon. 

Minnesota  (10)  Hubert  Humphrey 
could  carry  this  state.  McGovern 
can't.  Nixon. 

Mississippi  (7)  Nixon. 

Missouri  (12)  Senator  Eagleton  is 
now  a  folk  hero  here.  Voters  won't 


NIXON  WILL  LOSE 

7  is  crystal  clear:  Richard  Nixon  will 
win  a  sweep  Republicans  haven't  seen 
since  Harding's  front  porch  walk  back 
in  1920. 

Sure,  McGovern  will  narrow  his 
Gallup  Gap.  But  in  terms  of  political 
history,  Nixon  will  be  a  fabulous  win- 
ner if  he  receives  more  than  55%  of 
the  popular  vote.  He'll  be  a  rarer  win- 
ner indeed  if  he  wins  60%,  a  feat  only 
thrice  accomplished,  by  Harding  in 
1920,  by  Franklin  Roosevelt  in  1936 
and  LBJ  in  1964. 

What  states  could  give  McGov- 
em a  majority? 

Nothing  now  imaginable. 

A  depression  before  the  election  is 
unlikely.  Watergate  and  wheat  deals 
will  help— as  much  as  Bobby  Baker 
helped  Goldwater  in  '64.  A  Commu- 


After  jettisoning  Eagleton, 
McGovern  oflFered  the  second 
spot  to  six  men  before  he  found 
one  willing  to  take  it.  Should 
Shriver  regret  saying  yes?  That's 
what  many  political  pundits  are 
saying.  But  they're  probably 
wrong.  Shriver,  able  and  articu- 
late, is  coming  through  this 
campaign  with  an  image  that's 
good— and  his  own  instead  of 
the  Kennedy  clan's.  He's 
emerged  from  The  Shadow. 
Veep  candidate  Shriver  should 
no  more  be  hurt  by  the  McGov- 
ern debacle  than  Veep  candi- 
date Franklin  D.  Roosevelt  was 
by  the  Cox  debacle  in  1920. 


forget  why.  Nixon. 

Montana  (4)  Nixon. 

Nebraska  (5)  Nixon. 

Nevada  (3)  The  odds  are  heavy  for 
Nixon. 

New  Hampshire  (4)  Nixon. 

New  Jersey  (17)  A  bellwether  state 
that  is  ringing  for  Nixon.  He  should 
win  here  by  over  500,000  votes. 

New  Mexico  (4)  Nixon. 

New  York  (41)  Nixon  t:wice  won  N.Y. 
with  Ike  and  twice  lost  on  his  own. 
But  the  Democrats  that  voted  for 
Senator  James  Buckley  will  vote  for 
Nixon,  and  that  plus  Republicans 
will  give  Nixon  his  win. 

North  Carolina  (13)  Nixon. 

North  Dakota  (3)  Nixon. 

Ohio  (25)  John  Kennedy  was  sorely 
disappointed  when  he  lost  this  state 
in  1960.  McGovem  should  have 
no  such  expectations.  Cleveland's 
mayor  is  now  Republican.  Solid 
for  Nixon. 


nist  offensive  in  Vietnam  might  win 
back  for  McGovern  some  of  the  con- 
stituency he  had  before  Miami  and 
has  since  lost. 

What  states  won't  Nixon  carry? 

They  can  be  counted  on  two  and 
a  half  fingers. 

Past  Democratic  also-rans  avoided 
a  humiliating  Landon-like  lambasting, 
thanks  to  the  "Solid  South."  Which  is 
now  solid  for  Nixon. 

If  McGovern  is  lucky,  he  may  still 
climb  high  enough  to  avoid  falling 
below  Landon's  eight  electoral  votes. 
But  not  since  1864,  in  the  midst  of 
the  Civil  War,  will  a  Democratic 
Party  Presidential  candidate  win  so 
few  electoral  votes  as  will  McGovern 
on  Nov.  7. 

—M.S.  Forbes  Jr. 


Oklahoma  (8)  Nixon. 

Oregon  (6)  Nixon. 

Pennsylvania  (27)  The  Democratic 
key  to  the  Keystone  State  is  Phila- 
delphia, and  there  the  Democratic 
mayor  is  rooting  for  Nixon. 

Rhode  Island  (4)  In  Presidential  elec- 
tions, R.I.  rarely  goes  Republican. 
The  Democratic  label  should  car- 
ry McGovem. 

South  Carolina  (8)  Nixon. 

South  Dakota  (4)  The  voters  here 
find  the  post-Miami  McGovem  dif- 
ferent from  the  one  they  thought 
they  knew.  Local  pride  may  save 
McGovern,  but  Republican  prej- 
udice should  tip  the  scales  for 
Nixon. 

Tennessee  (10)  Nixon. 

Texas  (26)  The  only  Southem  state 
the  Dems  carried  in  '68.  But  now 
the  Democrats  are  swinging  over 
to  Nixon. 

Utah  (4)  Nixon. 

Vermont  (3)  Nixon. 

Virginia  (12)  Nixon. 

Washington  (9)  Seattle  may  have 
been  unsettling  for  the  GOP.  But 
Boeing  will  find  no  defense  in 
McG.  Nixon. 

West  Virginia  (6)  Even  Ike  lost  this 
one  once.  But  McG  will  mine  in 
vain.  Nixon. 

Wisconsin  (11)  The  University  of 
Wis.  (at  Madison)  is  not  the  once- 
Democratic  ethnic  wards  of  Mil- 
waukee. Strong  for  Nixon. 

Wyoming  (3)  Nixon. 

District  of  Columbia  (3)  Even  McG 
couldn't  lose  here. 
That    gives    Nixon    517    Electoral 

College    votes,    McGovem    21.    The 

only  other  man  in  history  to  win  over 

500  electoral  votes  was  FDR  in  1936, 

when  he  garnered  523. 
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Consumerism  pays  off. 


If  you're  on  the  consumer's  side. 

We  know.  We've  been  there  for  more  than  ten  years  now, 
since  before  consumerism  was  a  word.  We  called  it  Wear-Dated? 

It's  paid  off  for  consumers,  retailers,  manufacturers  and 
Monsanto. 

Last  year  alone,  more  than  one  hundred  million  items 
carried  Monsanto  Wear-Dated  tags.  Most  were  on  apparel— almost 
every  kind.  And  now  we're  expanding  to  include  a  range  of  area 
rugs  and  blankets. 

These  things  carried  price  tags,  too.  A  billion  dollars  worth. 
Backed  up  with  one  of  the  world's  strongest  guarantees:'^  In  apparel, 
for  instance:  "One  year's  normal  wear.  You  get  what  you  pay  for  or 
we  pay  for  it." 

No  wonder  so  many  manufacturers  are  eager  to  qualify  for 
the  Wear-Dated  tag. 

Result:  we're  doing  just  fine  with  our  fibers.  Monsanto 
Nylon,  Acrilarf  acrylic,  and  Monsanto  Polyester. 

It's  only  because  we  make  such  good  fibers  that  we  can 
make  such  a  good  guarantee  at  1 1  . 

^JVIonsanto: 

the  science 

company. 

FOR  MORE  INFORMATION,  WRITE 

MWD3.  MONSANTO  COMPANY. 

800  N  LINDBERGH  BLVD.. 

ST  LOUIS,  MO.  63166 

"Gaiment  will  be  replaced  or  your  money  refunded 
if  it  fails  to  give  nonnal  wear  for  one  full  year  when 
returned  with  label  and  Stales  slip  to  Monsanto. 


Forbes 


Gulf  Oil's  Texas  Lunch 

Who  can  blame  Gulf  Oil  for  being  too  embarrassed  to  talk 
about  its  $250-million  write-off?  Or  the  belt- tightening  ahead? 


Somewhere  investors  are  smiling. 
Some  companies  are  reporting  good 
news.  But  there  is  no  joy  among  Gulf 
Oil  shareholders.  The  day  of  reckon- 
ing has  come. 

Last  month  they  read  with  amaze- 
ment that  mighty  Gulf  was  taking  a 
massive  $250-million  write-off.  All  the 
brief  announcement  said  by  way  of 
explanation  was  that  the  write-off  was 
necessary  to  stop  some  $39  million  in 
operating  losses,  caused  largely  by 
certain  marketing  facilities  in  the  U.S. 
and  overseas. 

In  Gulf's  Pittsburgh  headquarters, 
President  Bob  R.  Dorsey  refused  to 
comment  further.  After  all,  said  a  com- 
pany spokesman,  the  Mellon  family, 
which  owns  27%  of  Gulf's  207  million 
shares,  had  announced  only  a  few 
days  before  that  it  intended  to  put  9 
million  shares  up  for  sale.  "We  can't 
say    anything    that    might    be    con- 


strued as  influencing  an  underwriting 
offering,"  he  said. 

It  was  a  pompous  excuse.  Presum- 
ably the  Mellon  family  will  call  upon 
First  Boston  Corp.,  of  which  they  own 
20%,  and  which  has  been  Gulf's  long- 
time underwriter,  to  handle  the  offer- 
ing for  them.  But  First  Boston  had 
not  yet  been  consulted  at  the  time  of 
the  announcement.  So  the  underwrit- 
ing, if  it  takes  place,  won't  occur  for 
at  least  three  months.  Had  the  Mellon 
family  hastily  announced  its  intended 
stock  offering  to  spare  Dorsey  the  em- 
barrassment of  having  to  explain  the 
write-off  to  shareholders?  Could  be. 

Nor  will  Dorsey  ha\'e  to  break  his 
silence  at  the  end  of  the  third  quarter. 
Conveniently,  Gulf  will  issue  no  re- 
port at  the  end  of  nine  months  be- 
cause it  is  waiting  for  the  audited  fig- 
ures for  the  Mellon  offering.  By  that 
time,   there  may  be  little  interest. 

But  Dorsey  cannot  hide  some  of 
Gulf's  basic  problems.  They  now  loom 
large  enough  to  be  plainly  visible. 
The  most  obvious  one  is  the  vulner- 
ability of  Gulf's  crude  supply.  Some 
60%  of  it  comes  from  Kuwait.  Not 
only  have  tax  pax'ments  increased  rap- 
idly under  the  Organization  of  Pe- 
troleum Exporting  Countries  (OPEC) 
agreements,  but  Kuwait  is  one  of  the 
few  Arab  nations  that  ha\e  held  back 
on  production  increases  this  past  year. 
Last  month  the  international  oil  com- 
panies agreed  in  principle  to  grant 
five  Persian  Gulf  nations  a  20%  equity 
participation,  rising  exentually  to  51%. 
It  now  appears  that  the  countries  are 
dissatisfied  with  the  proposed  terms 
and  want  more  talks. 

Other  oil  companies,  in  such  a  sit- 
uation, might  ha\e  pushed  their  ex- 
ploration programs  harder  than  nor- 
mal. But  not  Gulf.  It  has  been  con- 


Raining  Red  Ink.  Back  in  the  Sixties, 
Gulf  used  its  gas  pumps  to  extract  prof- 
it from  its  ample  crude.  Today  many  of 
its   gas  stations   make   no  profit  at  all. 


tent  to  spend  what  other  internation- 
al oil  companies  spend  on  exploration. 
It  preferred  to  put  most  of  its  capital 
outlay  of  some  $5  billion  over  the  past 
five  years— which  involved  adding 
$1.6  billion  in  debt— into  plant  and 
equipment.  Since  plant  and  equip- 
ment is  capitalized,  while  exploration 
spending  is  normally  expensed,  this 
in   effect   overstated   Gulf's   profits. 

Now  Gulf  has  no  choice  but  to  in- 
crease sharply  its  spending  on  explor- 
ation. Last  year,  for  the  first  time  in 
over  a  decade,  its  L^.S.  crude  pro- 
duction declined  substantially,  by  7%. 
And  the  decline  continued  through- 
out most  of  this  year.  The  trouble  is, 
Gulf  has  had  very  little  success  to 
date  in  exploration.  It  has  had  no  sig- 
nificant finds  in  the  continental  U.S. 
or  offshore,  or  in  the  Arctic,  and  it 
won't  even  begin  drilling  in  the  Brit- 
ish North  Sea  until  late  1973.  Gulf 
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has  found  some  oil  in  Ecuador,  Ni- 
geria, and  Portuguese  Africa,  but  not 
nearly  enough  to  make  a  dent  in  its 
massi\'e  crude  demands. 

Gulfs  marketing  problems  are  just 
as  obvious.  Earnings  from  its  Western 
Hemisphere  operations,  which  ac- 
counted for  some  70%  of  Gulfs  net 
income  until  recently,  have  declined 
by  nearly  SlOO  million  over  the  past 
3)»  years.  This  year,  while  earnings 
of  other  international  oil  companies 
have  risen,  Gulfs  have  fallen  17%.  To 
be  sure,  gasoline  prices  were  weak  all 
through  1971  and  much  of  this  year. 
But  Gulfs  marketing  problems  are 
more  fundamental. 

Says  analyst  Charles  Maxwell  of 
Cyrus  J.  Lawrence  Co.:  "The  super- 
highway is  where  the  action  is.  But 


Gulf  still  has  many  of  its  gasoline  sta- 
tions in  the  towns,  and  often  in  the 
older  sections  of  those  towns." 

Oil  analyst  David  Morris  of  Horn- 
blower,  Weeks-Hemphill  Noyes  puts 
it  this  way:  "For  years  integrated 
companies  like  Gulf  treated  marketing 
outlets  simply  as  outlets  for  the  crude 
oil.  They  did  better  selling  crude  as 
a  finished  product  than  as  crude.  Now 
the  ball  game  has  changed.  Crude  is 
in  critically  tight  supply.  So  there  is 
little  point  in  having  lots  of  gasoline 
stations." 

Still,  $250  million  would  represent 
an  incredible  number  of  money-losing 
gas  stations— even  for  a  company  that 
has  overlooked  its  location  problems 
for  years.  Is  Gulf  also  writing  off  other 
losing  ventures  in  petrochemicals,  ag- 


ricultural chemicals  and  unproduc- 
tive concessions?  Probably. 

And  what  of  the  future?  Does  the 
$250-million  write-off  mean  most  of 
Gulfs  big  problems  are  now  paid  for? 
Maxwell  sums  up  the  \'iew  most  oil 
analysts  have:  "Gulf  has  got  to  really 
economize  for  about  five  years,"  he 
says.  "They  aren't  growth  oriented,  so 
they  just  have  to  wait  for  better  times, 
"^ey're  going  to  have  to  eat  a  Texas 
lunch.  You  know,  where  the  cowboy 
stops  his  horse,  gets  off,  pulls  his  belt 
one  notch  tighter,  gets  back  on  his 
horse  and  rides  away." 

Gulf  shareholders,  who  have 
watched  the  company  lose  $5  billion 
in  market  value  over  the  past  three 
years,  have  already  had  their  bit- 
ter-tasting Texas  lunch,  ■ 


AAA^FFF 


A  bond  is  a  bond  is  a 


or  is  it? 


"There's  a  lot  of  junk  out  there,  and 
it's  just  by  the  grace  of  God  they 
haven't  defaulted."  This  Wall  Streeter 
isn't  talking  about  hot  new  issues. 
He's  talking  about  tax-free  municipal 
bonds.  Junk?  Bonds  junk?  It's  sad  but 
it's  true.  The  municipal  bond  market 
is  totally  unregulated. 

Edward  Sharzer  of  Boston  says  he 
learned  this  the  hard  way  when  he 
bought  S  10,000  worth  of  tax-free 
bonds  for  his  daughter.  He  wanted  a 
high  coupon,  he  says,  and  so,  three 
years  back,  his  broker,  then  known  as 
Glore  Forgan,  Wm.  R.  Staats,  Inc. 
suggested  Development  Corp.  of 
Evergreen  Valley,  Me.,  a  6^2%  rev- 
enue bond.  But  when  he  went  to  de- 
posit a  coupon  early  this  year,  it 
bounced.  It  was  in  default,  he  was  in- 


^  .  6u^r?r<^<^n  ^•'/^ 


I    INFORIV^flON-SKI/aXJAI^^ 

[the  inn  or  evergreen  valley     ; 


formed.  No  money  to  pay  the  interest. 

So  Sharzer  is  suing  the  brokerage 
firm  (now  F.I.  duPont,  Glore  For- 
gan). He's  suing  Standard  &  Poor's, 
which  gave  the  issue  AAA,  its  high- 
est rating,  and  is  also  suing  the  agency 
which  issued  the  bond. 

What  happened?  Because  the  case 
is  in  the  courts,  duPont  won't  talk. 
Neither  will  Standard  &  Poor's.  And 
Evergreen  Development  Corp.?  It's 
listed  in  the  Portland,  Me.  telephone 
book,  but  the  telephone  doesn't  an- 
swer. After  raising  $4.6  million,  it  ran 
out  of  money  before  it  could  finish 
the  year-round  recreation  center  it 
was  planning  at  Evergreen  V^alley  in 
Oxford  County,  Me. 

What  about  the  state  of  Maine? 
Apparendy  many  buyers  of  the  $3.4- 
milhon  issue  and  a  smaller  $1.3-mil- 
lion  one  thought  that  interest  was 
guaranteed  by  the  state  of  Maine.  But 
the  state  guarantee  was  conditional, 
the  prime  condition  being  the  com- 
pletion of  the  dexelopment.  An  institu- 
tional investor  who  was  burned  by 
the  bond  says:  "I  saw  the  provision 
in  the  prospectus  that  contained  the 
conditional  clause,  but  I  just  thought 
it  must  be  some  sort  of  legal  caveat." 

Investors  long  ago  learned  that  there 
are  stocks  and  there  are  stocks;  each 
one  is  different.  That's  true  in  bonds, 
too,  though  few  individual  investors 
realize  it.  As  in  stocks,  it  pays  to  read 
the  fine  print.  ■ 


Empty.  The  1 ,050-acre  development  at 
Evergreen  Valley  stands  idle— ski  lifts, 
guest  lodge,  pool,  golf  course  and  all. 
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Nervous  about  the  future  of  the  dollar? 
So  Is  this  respected  monetary  expert. 


Why  is  the  stock  market  weak  despite  climbing  corporate  profits? 

Why  does  the  flight  from  the  dollar  conf/nue? 

Why  are  so  many  businessmen  nervous  in  spite  of  the  rosy  eco- 
nomic forecasts? 

One  of  the  major  reasons  for  the  gloom  amidst  the  glitter  is  the  am- 
biguous position  of  the  U.S.  dollar,  the  yawning  deficits  in  our  bal- 
ance of  payments. 

Is  the  situation  on  the  mend?  Is  the  worry  unwarranted?  For  an 
answer  Forbes  sought  out  one  of  the  most  respected— and  nonpolitical— 
observers  of  the  international  monetary  scene,  Yale's  Dr.  Robert  Triffin, 
the  man  who  warned  as  far  back  as  1959  of  the  collapse  of  the  old 
monetary  system.  Dr.  Triffin  does  not  predict  disaster.  But  he  says 
that  the  dollar's  troubles  are  not  over  yet,  and  more  crises  are  coming. 


Dr.  Triffin,  what  are  the  problems 
we  face  in  restoring  the  dollar? 

Tmffin:  The  problems  we  face  are 
really  double.  You  cannot  have  a  sen- 
sible international  monetaiy  reform 
without  returning  to  some  form  of 
convertibility  of  the  dollar.  But  it  is 
very  difficult  for  the  U.S.  to  accept 
any  commitment  of  that  sort  before 
it  sees  the  prospect  that  its  balance  of 
payments  can  be  kept  in  order.  We 
are  still  far  from  that  at  the  moment. 
That's  the  reason  why  negotiations 
are  so  difficult.  These  two  things,  dol- 
lar convertibility  and  balance-of-pay- 
ments  equilibrium,  are  closely  related. 

Convertible  into  gold? 

Triffin:  It  is  very  likely  that  gold 
will  be  phased  out  from  the  monetary 
system.  But  there  must  be  some  wa\' 
the  dollar  can  be  interchanged  into 
other  currencies. 

At  the  moment,  the  dollar  is  con- 
vertible only  on  the  free  market,  and 
the  more  or  less  stable  dollar  rate  is 
totally  dependent  on  the  fact  that  for- 
eign central  banks  will  buy  any  over- 
flow. But  that  is  not  something  that 
is  tenable  over  the  long  run. 

How  long  will  it  he  before  we  get 
a  balance-of -payments  equilibrium, 
dollar  convertibility  and  a  netc  mon- 
etary system? 

Triffin:  For  this  big  program  to  go 
through,  I  think  we  could  hardly  see 
it  before  at  feast  two  years. 

Two  years!  What  happens  in  the 
meantime?  Do  we  have  a  meantime? 

Triffin:  That's  the  $64-billion  ques- 
tion. The  optimistic  view  is  that  there 


will  be  a  fair  atmosphere  for  the  com- 
ing negotiations,  that  others  are  con- 
vinced that  we  are  putting  our  house 
in  order  and  will  give  us  help  in  our 
balance  of  payments  over  the  next 
two  years.  In  the  meantime j  you  might 
have  ad  hoc  arrangements  among  the 
major  financial  powers  that  would 
put  into  operation  those  reforms  that 
have  already  been  agreed  upon. 

Another  part  of  this  view  is  that 
there  may  be  emerging  three  or  four 
regional  groups.  The  clearest  one,  of 
course,  is  the  European  Economic 
Community,  which  is  discussing  pro- 
gress toward  full  economic  and  mon- 
etary union.  This  would  tighten  ex- 
change rates  among  themselves.  Cer- 
tainly there  would  be  a  dollar  area, 
including  a  large  part  of  the  under- 
developed world  and  particularly  the 
countries  of  Latin  America.  A  third 
might  be  the  yen  group,  with  Japan 
leading  some  Asian  countries  into  an 
Asian  reserve  system.  Then,  with  this 
decentralization  of  the  International 
Monetary  Fund,  you  might  have  the 
Comecon  group  [Soviet-Eastern  Eu- 
rope economic  community]  partici- 
pating in  some  form. 

Regional  blocs?  Isn't  tJiis  danger- 
ous, a  step  backward? 

Triffin:  Not  necessarily.  If  you  want 
an  agreement  between  the  120  coun- 
tries of  the  IMF,  agreement  is  neces- 
sary among  the  countries  of  the  EEC. 

In  other  words,  regional  blocs 
would  be  better  than  having  each 
country  act  on  its  otvn? 

Triffin:  Yes.  Take  the  question  of 
exchange  controls.  Instead  of  having 
each  country,  Germany,  France  and 
so  on,   unilaterally  react   as   thev  do 


Triffin  of  Yale  University 


now,  there  could  be  some  sort  of  co- 
ordinated approach  to  encourage  the 
desired  result. 

What's  the  worst  possibility? 

Triffin:  That  the  Europeans  cannot 
agree  among  themselves,  and  there- 
fore it  is  impossible  to  have  mean- 
ingful negotiations  with  the  U.S. 

Is  this  probable? 

Triffin:  No.  My  forecast  is  that  it 
will  go  slowly  but  will  succeed  suffi- 
ciently to  avert  a  breakdown.  For  the 
present,  I  would  tend  more  towards 
the  optimistic  than  pessimistic.  I  think 
the  Europeans  are  under  terrific  pres- 
sure to  unify  and  correlate  their  own 
national  exchange  rates  so  as  to  limit 
only  those  capital  movements  which 
are  coming  outside  the  community  at 
the  moment. 

Of  course,  as  you  say,  so  much  is 
dependent  on  our  balance  of  pay- 
ments improving. 

Triffin:  Yes.  Roughly  speaking,  we 
are  still  running  a  deficit  on  current 
account  and  long-term  capital  move- 
ments at  a  rate  of  more  than  $10 
billion  a  year. 

This  is  going  to  improve,  I  think, 
for  two  reasons.  One  is  the  delayed 
impact  of  the  dollar  devaluation  of 
the  Smithsonian  agreement.  The  sec- 
ond is  that  the  rise  in  labor  cost  per 
unit  of  output  is  much  slower  now  in 
the  U.S.  than  in  other  countries. 
These  two  things  should  improve  our 
balance  of  payments  considerably. 

But  there  is  an  element  of  pessimism 
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over  the  long  run,  the  increasing  costs 
for  imports  of  oil  and  natural  gas.  The 
projected  increases,  which  are  veiy 
hypothetical,  would  reach  the  maxi- 
mum effect  we  could  hope  for  from 
the  exchange  rate  readjustment  in 
1975.  But  these  hypothetical  figures 
will  not  all  be  deficits,  because  the 
countries  that  receive  those  dollars 
will  spend  some  of  it  in  the  U.S. 
[Saudi  Arabia  recently  promised  to 
make  major  oil-related  investments  in 
the  U.S.  if  Saudi  Arabian  oil  was 
exempted  fr-am  U.S.  import  quotas.] 

Why  have  we  had  such  a  sorry 
record  of  halance-of-payments  deficits? 
What  makes  you  think  we  can  re- 
verse it,  especiaUy  in  view  of  our 
energy  import  needs? 

Triffin:  We've  had  deficits  in  the  past 
precisely  because  the  old  system  gave 
us  such  an  attractive  way  to  spend 
and  have  the  tab  picked  up  by  others. 
We  overextended  ourselves. 

Is  it  realistically  possible  for  us  to 
have  our  current  account  in  equilib- 
rium by  1974? 

Triffin:  It  depends  on  our  ability  to 
limit  overall  expenditures  to  our  over- 
all production.  Undoubtedly  that 
would  involve  some  cut  in  our  ex- 
penditures. I  happen  to  think  that 
there  is  overwhelming  evidence  that 
in  our  military  spending  there  is  more 
water  than  anywhere  else. 

Of  course,  it  is  also  dependent  on 
what  others  do. 

Such  as  Japan.  In  your  opinion,  is 
it  likely  that  Japan  will  take  mea- 
sures that  would  substantially  reduce 
our  trade  deficit  ivith  her? 

Triffin:  Oh  yes,  yes.  I  think  they 
are  on  their  way  to  doing  that  now. 
We  have  put  emphasis  on  trade  bar- 
riers, and  with  Japan,  I'm  quite  sure 
something  will  be  done  there.  But 
with  Europe,  I'm  by  no  means  sure 
any  discussion  of  trade  would  result 
in  such  a  tremendous  bargain  for  us. 

Back  to  gold  for  a  moment.  Are  we 
being  realistic  in  calling  for  its  demone- 
tization in  view  of  the  French? 

Triffin:  Very  definitely.  On  that, 
Valery  Giscard  d'Estaing  [French  Fi- 
nance Minister]  was  very  cooperative 
at  the  IMF  meeting.  One  of  the  most 
encouraging  parts  of  his  statement  was 
his  suggestion  that  this  be  discussed 
in    the   third    stage    only.    He    didn't 


put  pressure  for  immediate  change  in 
price  or  anything  hke  that.  I  see 
emerging  some  sort  of  move  under 
which  gold  will  really  be  demonetized. 

You've  said  there  will  be  recurring 
dollar  crises,  three  or  four  a  year,  be- 
fore a  new  system  is  formed.  Is  this 
still  likely  after  the  IMF  meeting? 

Triffin:  It's  hard  to  say,  but  there 
will  still  be  some  time  before  a  system 
is  finalized.  In  the  intervening  peri- 
od, the  reasons  for  weakness  of  the 
dollar  remain.  The  central  banks  of 
surplus  countries  have  to  absorb  dollar 
overflows  from  the  market  not  only 
when  we  are  in  deficit,  but  practically 
when  any  other  country  is  in  deficit. 
With  gold  immobilized,  most  settle- 
ments take  the  form  of  dollars. 

But  these  crises  will  be  surmounted 
as  long  as  there  is  confidence  that  we 
are  moving  toward  a  solution.  The 
likelihood  of  cooperation  was  greatly 
enhanced  by  the  speeches  of  Shultz 
[U.S.  Treasury  Secretary]   and  d'Es- 

'The  reasons  for 

weakness  of 

the  dollar  remain. " 

taing  [at  the  annual  IMF  meeting  this 
September  in  Washington]. 

What  did  Shultz  say  that  was  so 
encouraging  to  you? 

Triffin:  There  were  very  positive 
things  in  his  statement.  First,  he  no 
longer  asked  that  monetary  solutions 
wait  until  the  first  success  of  the  com- 
mercial negotiations.  That  was  a  very 
different  line  from  Connally. 

Second,  on  the  question  of  criteria 
for  changing  the  value  of  a  currency, 
he  suggested  as  one  of  the  primary 
criteria  large  buildup  or  losses  of  re- 
serves. Before,  there  had  been  hints 
that  the  burden  should  be  primarily 
on  the  surplus  country.  Now  Shultz 
makes  it  more  symmetrical. 

Meaning  the  U.S.  will  have  to  make 
some  of  the  concessions.  How  will 
U.S.  business  be  affected? 

Triffin:  I  think  it  will  certainly 
mean  a  slowdown  in  American  invest- 
ments abroad.  Another  is  somewhat 
higher  interest  rates  than  we  would 
like  to  have  from  the  viewpoint  of 
domestic  recovery.  We  must  maintain 
interest  rates  that  do  not  drive  capital 
to  Europe  or  Japan. 


How  much  did  the  U.S.  invest 
abroad  last  year? 

Triffin:  According  to  Commerce  De- 
partment figures,  U.S.  direct  invest- 
ments abroad  were  roughly  $4.8  bil- 
lion. That  does  not  include  reinvest- 
ment of  profits.  New  issues  sold  by 
U.S.  corporations  abroad  were  about 
$1.2  billion.  Those  are  very  high  fig- 
ures, and  one  way  to  handle  the  prob- 
lem would  be  to  slow  down  new  di- 
rect investments  abroad  until  our  bal- 
ance-of -payments  position  improved. 

Should  these  multinational  corpo- 
rations repatriate  more  of  the  profits 
they  make  abroad? 

Triffin:  Yes.  I  would  think  so.  Of 
course,  there  are  some  capital  con- 
trols already.  But  there  is  an  element 
of  illusion  here.  If  people  are  willing 
to  buy,  lets  say,  GM  bonds  in  Europe, 
they  might  have  bought  them  anyway 
in  the  U.S.  market. 

So  we're  going  to  have  to  tighten 
our  capital  controls. 

Triffin:  Yes. 

So  multinational  corporations  are 
going  to  have  to  face  a  bit  of  a  tough- 
er time  than  they  are  used  to. 

Triffin:  I  suspect  so. 

You  say  that  our  deficit  with  Ja- 
pan will  get  better.  Would  one  form 
involve  the  Japanese  investing  more 
in  the  U.S.? 

Triffin:  Yes,  but  mostly  it  would  in- 
volve relaxing  their  restrictions  on  U.S. 
goods  and  trying  to  direct  more  pur- 
chases toward  the  U.S.  There  will  be 
some  improvement,  but  how  much,  I 
do  not  know. 

You  say  that  improvement  will  not 
come  easily.  What  if  the  U.S.  hacks 
away  from  these  problems  and  allows 
things  to  drift,  the  deficits  to  go  on? 

Triffin:  There  is  the  possibility  that 
foreign  countries  will  run  their  print- 
ing presses  to  finance  whatever  defi- 
cits we  have.  This  would  be  belter 
than  general  jingoistic  policies  in  ev- 
ery country.  But  politically,  it  would 
be  disastrous  and  very  unstable. 

It  is  unlikely  that  such  a  system 
could  long  survive.  It  might  mean 
economic  guerrilla  warring  between 
blocs,  if  not  open  economic  warfare 
as  in  the  Thirties.  ■ 
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Shifting  Gears 


A&P's  price-cutting  didn't  create  Kroger's  problems;  it  only  accen- 
tuated them.  Even  before  this,  management  was  busy  shifting  gears. 


"If  you  are  doing  a  story  on  Kroger," 
said  the  analyst,  "show  a  picture  of 
the  Kroger  building,  not  the  officers. 
Analysts  all  over  the  country  will  know 
what  you  are  saying."  The  13-year- 
old  Kroger  Building,  dominating  the 
skyline  above  its  shabby  neighborhood, 
is  six  blocks  out  of  the  mainstream 
of  downtown  Cincinnati. 

Kroger  ($3.7-biUion  sales)  has  itself 
been  out  of  the  mainstream  of  its  in- 
dustry almost  as  long.  It's  not  that 
Kroger  is  doing  badly:  Its  profitability 
ranks  about  midway  in  its  industry 
(according  to  Forbes'  Annual  Report 
on  American  Industry)— less  profitable 
than  Safeway  but  more  so  than  A&P. 

Hit  even  harder  than  the  other  su- 
permarket stocks,  Kroger  is  down  from 
an  all-time  high  of  46  last  year  to  be- 
low 20  last  month,  a  sickening  drop 
for  a  supposedly  stable  stock.  Only  in 
part  does  the  decline  reflect  the  im- 
pact of  A&P's  price-cutting.  In  part  it 
reflects  a  belated  recognition  by  Wall 
Street  that  Kroger  has  some  distinctive 
problems  of  its  own. 

But  now  Kroger  is  in  the  hands  of 
a  management  team  that  says  it  will 
no  longer  settle  for  acceptable  medioc- 
rity, that  is  determined  to  move  the 
company  back  into  the  mainstream. 

The  recent  price-cutting  moves  b\' 
A&P  did  not  cause  the  changed  atti- 
tude, but  certainly  confirms  the  wis- 
dom of  it.  "We  don't  know  how  long 
tlie  present  situation  will  last,"  says 
James  Herring,  Kroger's  president  since 
March  of  1970,  "but  we  are  pursuing 
a  long-range  plan." 

Kroger  has  had  a  difficult  time 
shifting  gears  in  recent  years.  It  failed 
to  stay  abreast  of  important  shifts  in 
consumer  preferences  and  industry 
trends  until  it  was  almost  too  late. 
Some  of  the  regional  chains  have  real- 
ly clobbered  Kroger. 

In  the  mid-Sixties,  the  company  be- 
gan to  develop  Family  Centers,  small- 
ish discount  stores  that  combined  gen- 
eral merclvandise,  groceries  and  drugs. 
In  the  Sixties  both  grocery  stores  and 
discounters  became  larger,  leaving  the 
Family  Centers  stuck  in  restricted  space 
that  allowed  no  real  impact  in  any 
market  segment.  In  addition,  few  Kro- 
ger people  had  any  expertise  in  han- 
dling general  merchandise. 

The  new  ^nanagement  team  moved 
in  when  Robert  Aders  was  named 
chairman  in  November  of  1970.  Her- 
ring, the  president,  is  a  marketing 
man,  a  sharp  break  with  the  past  for 
a  company  that  had  been  traditionally 
headed  by   staff   people.   Aders   is   a 


lawyer.  It  was  in  mid- 1970  that  Kro- 
ger broke  its  87-year  history  and  went 
into  the  public  debt  market  for  the 
first  time.  It  borrowed  $75  million. 

In  the  past  two  years  the  company 
has  pulled  out  of  Chicago,  Minnesota 
and  Wisconsin  after  finding  competi- 
tion from  Jewel  Cos.  and  other  region- 


als  too  tough.  Those  pulibacks  cost 
Kroger  $4.1  million  after  taxes  last 
year.  Fisher  Foods  bought  22  of  the 
Chicago  stores  and  more  than  doubled 
volume  per  store  imiriediately. 

It  was  only  last  year  that  Kroger, 
with  over  1,400  supermarkets,  began 
a  real  move  into  the  big  stores,  years 
after  the  competition.  Kroger's  273 
stores  in  Ohio  have  an  axerage  annual 
volume  of  $1.6  million  per  store;  Fish- 
er's 70  stores  average  $3  million. 

"We  know  we  have  a  lot  of  prob- 
lems," says  Herring.  "We  are  address- 
ing them.  We  have  the  capital  and 
the  people.  Our  great  advantage  is  in 
our  long-range  capabilities." 

Kroger  is  betting  heavily  on  big 
stores— and  on  the  flexibility  size  gives 
both  company  and  consumer.  B\  the 
end  of  1973  the  company  will  have 
200  superstores,  with  roughly  twice 
the  floor  space  and  twice  the  items  of 
an  average  Kroger  store.  Such  super- 
stores have  room  both  for  competitive- 
ly priced  staples  and  for  the  higher 
margin  items.  Interwoven  throughout 
the  stores  are  Kroger  private  labels 
(22%  of  .sales  la.st  year),  specialty  sec- 
tions, nongrocery  items. 

Super  Results 

The  superstore  venture  looks  prom- 
ising. A  sample  of  15  of  the  remod- 
eled stores  showed  an  average  in- 
crease of  25%  in  sales  and  89%  in 
profits  for  the  first  quarter  of  the  year, 
compared  with  the  overall  company's 
3%  sales  decline  and  6%  profit  increase. 

The  new  management  has  also  com- 
mitted Kroger  to  playing  a  role  in  the 
fastest  growing  segment  of  the  super- 
market industry— the  franchised  con- 
venience store.  Beginning  within  a 
120-mile  nucleus  of  Cincinnati,  Kro- 
ger's Happy  Food  Stores  will  fill  in  the 
market  gaps  left  by  regional-size  su- 
permarkets. These  outlets  will  meet 
the  needs  of  the  consumer  who  wants  a 
few  items  quickly.  Convenience  stores 
had  3%  of  industry  sales  last  year,  and 
the  experts  predict  10%  by  1980. 

Of  course,  there  is  nothing  Kroger 
management  can  do  to  insulate  the 
company  from  the  effects  of  A&P's 
price-cutting.  Profits  in  the  first  half 
were  down  10.5%,  and  a  third-quarter 
loss  is  expected.  For  the  longer  term, 
however.  President  Herring  is  con- 
vinced that  a  smart  company  will 
always  be  able  to  make  money  in 
mass  merchandising.  Competition?  He 
shrugs.  "Food  margins  are  always  com- 
petitive, but  there  are  other  places 
to  make  monev  in  this  business."  ■ 
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Merrill  Lynch:  Bullish  on  the  World 

Temporarily  slowed  at  home,  Merrill  Lynch  is  making 
up  for  it  with  a  hugely  successful  expansion  abroad. 


Is  Merrill  Lynch,  Pierce,  Fenner  & 
Smith  just  a  \'er>'  good  brokerage 
house  hopelessly  tied  to  a  cyclical 
stock  market?  Or  is  it  a  real  growth 
company,  able  to  transcend  the  limits 
of  its  original  business  as,  say.  Inter- 
national Business  Machines  did  with 
its  original  business? 

In  its  fast-growing  operations  over- 
seas, the  giant  financial  house  is  giv- 
ing a  convincing  demonstration  that 
it  is  indeed  a  true  multinational 
growth  company.  It  is  doing  things 
outside  the  U.S.  that  can  only  be 
done  by  a  company  with  Merrill 
Lynch's  ample  capital  ($400  million 
and  growing),  its  depth  of  manage- 
ment and  its  high  rate  of  profitability 
(around  20.8^  on  stockholders'  equity 


in    a    year    when    some    competitors 
were  just  returning  to  the  black). 

Harry  B.  Anderson  is  chairman  of 
Merrill  Lynch  International.  Merrill's  ^ 
foreign  profits  last  year,  over  $7  mil- 
lion, were  greater  than  those  of  all 
but  a  handful  of  publicly  owned 
brokerage  houses.  They  were,  how- 
ever, just  10%  of  Merrill's  net  of  $70 
million  for  the  year.  Anderson  is  not 
shy  in  predicting  that  this  $7  million 
should  grow  to  $35  million  within  a 
reasonable  number  of  years. 

If  Harry  Anderson  is  right,  and  if 
Merrill's  domestic  earnings  do  no 
more  than  get  back  to  the  1971  level, 
the  companx  overall  would  be  netting 
over  $98  million,  perhaps  $3  a  share. 
That's  ultraconservative,  without  pro- 


jecting any  growth  at  ail  in  the  U.S. 
side  of  the  business. 

Merrill's  Chairman  Donald  T.  Re- 
gan agrees  with  Harry  Anderson.  But 
Regan  adds  that  no  matter  how  fast 
the  foreign  profits  grow  they  vvall 
never  get  to  50%  of  overall  earnings, 
because  domestic  earnings  are  going 
to  continue  growing  rapidly  as  well. 
Long  the  U.S.'  largest  retail  broker, 
Merrill  now  ranks  second  in  institu- 
tional business,  behind  Salomon  Bro^. 

Last  year,  Merrill  pushed  First  Bos- 
ton Corp.  out  of  first  place  in  domestic 
underwriting.  Also  last  year,  it  be- 
came the  biggest  distributor  of  mu- 
tual funds,  selling  $201  million 
worth;  and  this  from  a  firm  which 
had  long  opposed  and  did  not  even 


Commitment.  Merrill's  commit- 
ment to  foreign  expansion  is 
symbolized  in  Ned  Ball  (left) 
who  became  president  in  1  971 
after  nine  years  as  MLI  head. 
Harry  Anderson,  now  chair- 
man of  International,  served 
with  Merrill  chief  Don  Regan 
in    the    Marines    in    WW    //. 
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deal  in  funds  on  any  scale  until  1969. 
Merrill  President  Ned  B.  Ball,  who 
built  up  the  foreign  operations,  points 
out  a  short-range  reason  why  foreign 
earnings  should  remain  a  moderate^^ 
percentage  of  total  earnings.  Merrill's 
biggest  business  abroad  is  identical  to 
its  big  business  at  home,  selling  Amer- 
ican securities.  And  foreigners,  like 
Americans,  tend  to  buy  when  our 
stocks  are  rising  and  hold  back  when 
our  market  is  dull.  Until  business  is 
more  diversified,  overseas  profits  will 
tend  to  magnify  company  profits  in  a 
big  trading  year,  not  buck  the  trend. 
Says  Ball:  "When  the  New  York  Stock 
Exchange  starts  doing  20-million- 
share  days,  instead  of  the  12  million 
or  13  million  shares  that  are  traded 
today,  we  will  be  in  an  excellent 
position  to  increase  our  international 
volume  substantially  because  of  the 
groundwork  we  laid." 

Dollars,  Come  Home 

The  high  hopes  of  Merrill  abroad 
rest  heavily  on  the  reasonable  sup- 
position that  a  good  many  of  the  sur- 
plus dollars  crammed  into  foreign 
banks  will  eventually  find  their  way 
back  home  via  foreign  purchases  of 
U.S.  securities.  At  the  moment,  for- 
eign buying  is  substantial  but  it  is 
not  flooding  in.  Foreigners  still  seem 
to  be  waiting  to  see  whether  the  dol- 
lar will  be  further  devalued  and 
whether  their  Swiss  francs  and  Ger- 
man marks  and  Japanese  yen  may  not 
buy  them  more  U.S.  dollars  a  year 
from  now  than  they  do  today. 

"What  you  have  to  understand," 
says  Harry  Anderson,  "is  that  there  are 
some  $60  billion  dollars  exported  from 
the  U.S.  held  in  various  foreign  coun- 
tries, principally  the  Common  Mar-* 
ket  and  Japan.  These  dollars  are  no 
longer  convertible  into  gold  since  Mr. 
Nixon  suspended  convertibility  in  Au- 
gust 1971.  The  world  could  use  these 
dollars  to  buy  U.S.  products,  but 
clearly  it  is  not  looking  to  accept  $60 
billion  in  U.S.  merchandi.se  over  and 
above  what  it  sells  us.  So  some  other 
productive  use  must  be  found  for 
these  dollars,  such  as  making  invest- 
ments ift  the  U.S.  or  buying  U.S.  se- 
curities.* This  dilemma  is  the  fuel  that 
is  behind  the  expansion  of  the  U.S. 
securities  business  abroad. 

"They  must  do  it,"  Anderson  con- 
tinues. "Especially  the  Japanese.  There 
is  no  choice  unless  the  Japanese  want 
to  commit  hara-kiri  by  sitting  there 
with  ever  accumulating  dollar  reserves 
for  which*  they  have  no  use.  There  is 
a  limit  to  the  amount  of  soybeans, 
atomic  fuel  and  IBM  equipment  they 
can  buy  from  us.  It  would  mean  they 
have  e-xported  their  products,  given 
their  labor,  for  worthless  green  pieces 
of  paper." 


Of  course,  not  all  $60  billion  of 
these  homeless  dollars  will  find  their 
way  into  U.S.  securities.  But  wherever 
they  go,  Anderson  says,  MLI  is  set  up 
to  exploit  the  internationalization  of 
capital  by  being  a  kind  of  conduit  for 
dollars  moving  from  one  nation  to  an- 
other. His  is  not  a  strategy  built 
around  a  base  in  any  one  country.  By 
being  strong  in  every  major  capital 
market,  he  thinks  his  team  can  then 
adapt  to  capital  shifts.  For  example, 
Merrill  Lynch 's  20%-owned  Australian 
investment  banking  and  brokerage 
house  should  benefit  from  the  Aus- 
tralian government's  decision  last 
month,  for  the  first  time  in  decades, 
to  let  its  citizens  buy  foreign  stocks. 

"There  are  too  many  factors  in  our 
international  business,  such  as  cur- 
rency revaluations,  trade  problems, 
local  restrictions,  which  constantly 
change  and  are  not  always  predict- 
able," says  Anderson.  "In  a  breath- 
taking period  of  time,  Japan  liberal- 
ized its  market,  and  suddenly  we  are 
the  only  fully  licensed  foreign  firm 
ready  and  able  to  help  and  prosper 
there  [see  box]." 

But  if  Japan  looks  great  today,  may- 
be it  won't  tomorrow.  In  1968,  Ander- 
son recalls,  "We  could  do  business  in 
France  just  about  as  easily  as  we  can 
do  business  in  Manhattan  today. 
Then  the  students  at  the  Sorbonne 
acted    up,    and    within    two    months 


France  sufi^ered  a  major  flight  of  cur- 
rency to  the  German  market.  Ex- 
change controls  were  clamped  on,  and 
our  French  business  dried  up  for  232 
years.  It  was  nothing  we  could  have 
predicted." 

Stocks  are  only  part  of  the  picture. 
There  are  the  multinational  compa- 
nies to  be  served.  With  U.S.  restric- 
tions on  shipping  capital  abroad, 
many  U.S. -owned  multinationals  must 
do  their  financing  elsewhere  in  the 
world.  Not  only  is  Merrill  a  familiar 
name  to  them,  it  can  offer  them  ex- 
tensive worldwide  facilities. 

Increasingly,  too,  the  multination- 
als want  to  blend  into  the  landscape. 
They  don't  want  to  be  too  aggressive- 
ly American.  What  better  way,  many 
of  them  think,  than  acquiring  stock- 
holders in  the  host  countries,  in  Ger- 
many, in  Japan,  in  France.  First-class 
cabins  on  overseas  flights  are  often 
filled  these  days  with  the  top  brass  of 
U.S.  corporations.  Not  all  of  them  are 
going  to  inspect  their  overseas  opera- 
tions. Many  of  them  are  scheduled  to 
address  European— and  Japanese— an- 
alysts and  money  managers  on  the 
virtue  of  their  company's  stock. 

J.  Arthur  Urciuoli,  Merrill's  un- 
derwriting man  in  Paris,  explains: 
"Trade  barriers  are  going  up  all  over 
the  world,  but  treasurers  of  U.S.  com- 
panies feel  far  less  susceptible  and 
vulnerable  if  they  can  say,  'X%  of  our 


The  Inscrutable  American 


Patience  is  supposed  to  be  an 
oriental  trait,  not  an  American  one, 
but  in  this  case  Merrill  Lynch  out- 
patienced  the  patient  Japanese. 
Last  July,  Merrill  became  the  first 
and  so  far  the  only  foreign  securi- 
ties firm  to  be  fully  licensed  as  a 
Japanese  securities  firm.  It  did  not 
happen  easily. 

Merrill  has  been  represented  in 
Tokyo  since  1961  by  office  mana- 
ger Donald  Knode.  Knode's  main 
job  was  to  keep  the  flag  flying,  as 
foreigners  were  not  welcome,  es- 
pecially in  the  securities  business. 
He  initially  served  only  as  a  listen- 
ing post  operating  out  of  his  home. 
Meanwhile,  then  Chairman  Michael 
McCarthy  had  done  his  part  by 
opening  Merrill's  training  program 
to  Nomura  Securities'  salesmen. 
Wherever  it  could  do  business  with 
Japan,  Merrill  did.  It  worked  with 
Japanese  firms,  helping  them  un- 
denvrite  Japanese  securities  in  Eu- 
rope. In  1964  it  opened  a  represen- 
tative office  in  Japan  to  dispense 
market  information  but  not  solicit 
business.  Finally,  in  1972,  with  Ja- 
pan bulging  with  unwanted  U.S. 
dollars,    Merrill   was   able   to   buv 


and  sell  U.S.  stocks  for  Japanese. 

"I  believe  Tokyo  will  be  one  of 
the  most  profitable  parts  of  the  in- 
ternational operation  within  two 
years,"  says  a  delighted  Don  Knode. 
The  new  license  permits  Merrill 
to  service  Japanese  with  research 
on  U.S.  stocks  (and  thus  to  earn 
commissions  when  Japanese  brokers 
act  on  the  ideas)  and  to  under- 
write non-Japanese  securities  in  the 
Japanese  market.  Currently  Knode's 
office  can  do  everything  in  Japan 
that  Japanese  brokerage  firms  can 
do  in  the  U.S.  And  Knode  hopes  to 
someday  gain  membership  on  the 
Tokyo  stock  exchange.  A  budding 
Tokyo  research  office  should  give 
Merrill  an  edge  in  selling  Japanese 
securities  not  only  in  Europe,  but 
also  in  the  U.S.,  provided  the  U.S. 
Interest  Equalization  Tax  is  even- 
tually removed. 

"Over  $100  million  a  month  in 
cash  could  flow  out  of  Japan  and 
be  invested  in  foreign  securities," 
says  Knode.  "And  that  would  only 
be  a  start.  Once  the  currency  re- 
valuation is  settled,  once  the  dol- 
lar is  right  again— there's  going  to 
be  a  flood." 


FORBES,    NOVEMBER   1,    1972 


31 


stockholders  are  your  cx)untr>men.' " 
To  ser\e  companies  who  want  to 
acquire  foreign  stockholders  retjuires 
a  massive  international  capabilit>', 
which  is  what  Merrill  has  built  up.  It 
is  not  enough  to  distribute  a  securit>'. 
It  has  to  be  traded,  to  ha\e  contin- 
ued information  pro\ided.  If  it  isn't, 
in\estors  will  soon  sell  out  and  the 
stock  will  go  home  again. 

"Merrill  L\-nch  International  is  a 
unique  institution,"  claims  Chairman 
Anderson.  'There  is  nothing  in  the 
world  remotely  like  it."  The  niajorit>' 
of  the  569  members  of  the  New  York 
Stock  Exchange  do  not  have  even  a 
single  overseas  office.  Merrill  has  46. 
Bache  has  15.  Few  other  firms  have 
as  many  as  eight  or  nine. 


Always  Pitching,  in  some 
couniries,  such  as  Germany 
(above),  Switzerland,  France, 
Belgium  and  Holland,  custom 
or  law  forces  Merrill  Lynch  to 
deal  mainly  with  U.S.  citizens 
and  local  banks.  Even  in  these 
countries  Merrill  Lynch  tries 
to  stimulate  security  buying 
among  small  investors.  Result: 
50  %  of  overseas  volume  is  re- 
tail-individual. That's  not  as 
high  as  75  %  at  home,  but  it 
beats  all  challengers  abroad. 


Fortunately  for  its  future,  Merrill 
played  it  cool  in  1968  and  1969, 
when  some  other  U.S.  brokers  were 
peddling  bad  merchandise:  Interna- 
tional Controls,  Four  Seasons,  LT\^ 
Eurodollar  issues.  This  was  partly  due 
to  Merrill's  long-range  attitude: 
"We're  here  to  stay  and  won't  be 
tempted  b>'  a  fast  buck." 

"We  haven't  had  any  under\\T-iting 
disasters  overseas,"  says  Merrill  L\T3ch 
International  President  Roger  Bohren. 
who  heads  Merrill's  Geneva-based 
trading  company,  which  makes  a  sec- 
ondar\'  market  and  pro\'ides  research 
accessibiht}-  abroad.  "Frankly  we 
stayed  with  the  issues  that  were  ap- 
proved by  our  research  department 
back  in  the  States.  Some  of  tlie  firms 
which  marketed  fly-by-night  Euro- 
dollar issues  had  to  reduce  their  op- 
erations or  get  out  of  the  business 
completely.  Now  I  think  cUents  appre- 
ciate the  fact  that  we  not  only  can 
place  an  issue,  but  can  offer  them  the 
opportunit>'  to  add  to  their  positions 
or  sell  later." 

Surprisingly,  Merrill  is  relatively 
new  to  international  under\\Titing.  As 
recently  as  1967,  the  whole  operation 
had  only  two  people  in  it.  Stephen 
Conner  now  has  27  professional  peo- 
ple working  in  his  international  un- 
derwriting department.  Merrill  L\-nch 
recently  distributed  a  S25-million  Car- 
rier International  londerwriting  in 
seven  European  countries,  the  Far 
East,  the  Middle  East  and  Latin 
.\merica.  In  September,  in  the  sec- 
ondar\-  offering  of  its  own  stock, 
400,000  shares  were  sold  in  Japan. 

E.xplains  Urciuoh,  "We  suddenly 
woke  up  that  we  weren't  using  those 
46  offices  outside  the  U.S.  for  under- 
writing. Sure,  if  the  United  Kingdom 
has  a  dollar  premium,  that  hurts  U.K. 
banks  and  our  U.K.  offices.  But  it 
won't  hurt  our  offices  in  Germany, 
Hong  Kong  or  Beirut." 

In  1972  to  date,  Merrill  has  been 
in  19  foreign  underwritings  with  a 
market  value  of  over  $330  million, 
more  than  all  of  1971  and  1970  com- 
bined. And  last  month  Merrill  became 
the  first  American  underwTiter  in  a 
Japanese  syndicate,  as  General  Tele- 
phone &  Electronics  raised  S21  mil- 
hon  in  Japan. 

Merrill's  unique  distribution  power 
gives  it  something  special  to  offer  in 
the  great  investment  game  of  reci- 
procitv-.  If  Merrill  is  in  a  syndicate, 
the  other  members  are  glad  to  see  it 
there.  With  its  vast  underwriting  net- 
work it  can  take  back  unsold  shares 
from  other  members  and  sell  them  it- 
self. Even  in  Germany,  where  a  Ger- 
man bank  must  be  a  managing  un- 
derwriter, Merrill  is  increasingly  in- 
\ited  to  become  a  joint  underwriter. 

Internationally,  Merrill  has  moved 


aggressively  in  commodities.  Having 
ousted  Bache  &  Co.  from  first  place 
in  commodity  trading  in  the  U.S., 
Merrill  proceeded  to  repeat  the  per- 
formance abroad.  But  this  seems  to 
be  only  the  beginning.  After  scouring 
the  world  for  a  suitable  partner,  Mer- 
rill teamed  up  in  December  1971 
with  Britain's  Ralli  International  as  a 
means  of  going  beyond  commodity 
trailing  into  actual  commodities  han- 
dling. Futures  clients  desired  that 
Merrill  be  able  to  handle  actual  de- 
liveries too. 

In  Ralh,  Merrill  picked  a  powerful 
partner.  The  company  is  controlled 
by  James  Slater,  the  controversial 
British  conglomerator  and  investment 
banker.  It  is  a  huge  factor  worldwide 
in  jute,  cotton,  coffee,  sugar  and  hides. 
RaUi  recently  joined  with  Britain's  big 
Bowater  Paper,  and  Ralli-Merrill 
L\-nch  may  find  itself  handhng  Bo- 
water's  output  on  a  worldwide  basis. 

The  two  bosses  of  Ralli-Merrill 
L>Tich  are,  from  the  Ralli  side,  Brian 
Butler,  the  ninth  Earl  of  Carrick;  from 
the  Merrill  L>Tich  side,  Joseph  Sbath, 
an  ex- Free  French  pilot  who  swings 
a  silver-banded  black  cane.  Both  men 
view  the  joining  of  Bowater  by  Mer- 
rill's partner  as  the  first  step  in  taking 
Ralli-Merrill  into  the  distribution  of 
many  new  products.  The  day  may  not 
be  far  off  when  Ralh-Merrill  will  it- 
self go  pubhc  in  London. 

Banks,  Too 

Banking  is  another  field  to  which 
Merrill  has  turned  its  attention  abroad. 
In  the  U.S.,  of  course,  a  bank  cannot 
underwrite  securities  nor  can  a  se- 
curities firm  do  banking.  In  many 
countries  abroad,  each  can  do  botb. 
And  do.  MerriU  is  moving  into  bank- 
ing with  a  vengeance. 

Chairman  Don  Regan  has  gone 
into  four  banking  partnerships,  all  of 
them  with  foreign  banks.  Two  of  them 
are  relatively  small,  in  Australia  and 
in  Italy.  A  London  partnership  be- 
tween Merrill  and  Brown  Shipley 
(Prime  Minister  Heath  is  a  former 
director)  is  on  a  good  scale. 

In  Asia,  Merrill  has  joined  with 
Nomura  Securities,  Japan's  biggest  se- 
curities firm,  and  with  Barclays  Bank, 
Britain's  biggest,  to  form  a  merchant 
bank  in  Hong  Kong  named  Trident 
Corp.  The  goal:  fast-developing 
Southeast  Asia.  "In  that  whole  area," 
says  Don  Regan,  "the  investment 
jxjtential  is  mind-lxjggling;  countries 
like  Korea,  India,  Formosa.  .Main- 
land China,  Malaysia.  We'll  be  work- 
ing with  the  British,  who  were  the 
first  in  the  area,  and  with  the  Japa- 
nese, who  are  economicalK-  dominant 
there  now.  I  can  foresee  the  day 
when  the  Japanese  are  going  to  want 
all    the    dollars    they    can    get    for 
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Born  Right.  Geneva-based 
Roger  Bohren,  president  of  Mer- 
rill Lynch  Internafional,  has  an 
ideal  background  to  serve  se- 
cretive Swiss  banks,  who  some- 
times account  for  40%  of  Eu- 
ropean buying  of  U.S.  stocks. 
He  is  Swiss  born,  and  an  ex- 
Swiss  banker  himself.  The  only 
way  an  American  can  work 
well  in  a  similar  spot  is  to  mar- 
ry a  Swiss  girl,  and  that  not 
only  takes  time,  but  even  then 
you  may  not  be  fully  trusted. 


FORBES.   NOVEMBER   1,    1972 


peaceful  expansion  in  Southeast  Asia." 

"Our  uniqueness  there,"  adds  Harry 
Anderson,  "is  that  we  are  h'nked  with 
Japan's  largest  investment  bankers  and 
the  world's  fourth-largest  commercial 
bank.  There's  nothing  else  like  this 
out  there." 

Quite  clearly,  other  U.S.  invest- 
ment firms  are  pushing  overseas  and 
many  more  will  be.  The  question  is: 
Can  they  ever  catch  up  with  Merrill? 
The  answer  almost  certainly  is,  no. 

Max  Brubaker,  a  Swiss  national  who 
built  up  Smith  Barney's  foreign  busi- 
ness and  is  now  a  senior  vice  president 
with  Investors  Diversified  Services, 
says  that  many  of  the  early  U.S.  bro- 
kerage firms  who  went  abroad  did  so 
chiefly  to  enable  senior  partners  to 
take  tax-deductible  vacations.  In  con- 
trast Merrill  has  been  lucky  to  have 
two  chief  executive  officers  commit- 
ted to  foreign  expansion:  Michael 
McCarthy,  chairman  from  1961  to 
1966,  and  current  Chairman  Don 
Regan.  Merrill  President  Ned  Ball 
recalls  that  the  overseas  offices  never 
started  on  a  grandiose  scale;  they  paid 
their  modest  ways  by  serving  Ameri- 
cans living  and  traveling  abroad.  Ma- 
nila, which  never  made  much  money, 
is  still  small.  But  elsewhere,  as  the 
market  grew,  so  did  the  office. 

Take  the  Geneva  office,  which  is 
headquarters  for  Swiss-bom  Roger 
Bohren,  Merrill  Lynch  International 
president.  "With  the  collapse  of  some 
Wall  Street  firms  in  this  area,"  Bohren 
says,  "our  $400  million  in  capital 
became  more  important  to  foreign 
clients.  Substantial  accounts  were 
transferred  to  us."  Bohren  says  Swiss 
banks  are  insistent  on  brokers  making 
heavy  capital  investment  in  direct 
wires  to  their  home  offices  so  there  is 
no  possibility  of  having  an  outsider  get 
an  advance  look  at  moves  by  the 
Swiss.  He  adds:  "We  have  a  sophisti- 
cated communications  system  where 
we  have  20  lines  from  Europe  to 
North  America  open  24  hours  a  day. 
Today  there  is  nothing  we  can't  ac- 
complish while  sitting  behind  our 
desks— with  no  traveling."  In  contrast, 
Ned  Ball  used  to  spend  50%  of  his 
time  traveling. 

Some  of  the  gung-ho  employee 
spirit  also  shows  up  in  David  Rosen- 
thal, the  44-year-old  Argentinian-bom 
U.S.  citizen  who  heads  Merrill 
Lynch's  Paris  office.  "If  our  manage- 
ment has  done  one  thing  right  over 
here,"  says  Rosenthal,  "it  was  to  have 
a  long-range  plan  which  told  Europe 
we  are  here  to  stay.  We  stuck  and 
continued  to  expand  while  other 
brokerage  firms  were  closing  offices.  I 
added  four  account  executives  in  Brus- 
sels and  the  office  trebled  its  business." 

Rosenthal  contrasts  this  steadiness 
with  rivals'  "hand-to-mouth  operations 
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We  stretched 

39.6  miles 
of  railroad  track 
around  the  world 


It  all  started  when  our  customers 
began  asking  our  advice  on  sub- 
jects like  real  estate,  warehousing, 
and  even  insurance.  We  began  to 
look  around  us  and  discovered 
there  was  more  to  life  than  shut- 
tling cargoes  back  and  forth  on 
the  Canton  Railroad.  So  we  be- 
came .  .  .  "the  little  railroad  that 
switched".  Now,  we  still  operate 
our  switching  railroad  .  .  .  but 
we're  also  active  in  other  business 
services  from  coast  to  coast,  and 
even  across  the  ocean. 

WAREHOUSING 

Is  one  of  our  major  specialties.  We 
own  and  operate  warehouses  in 
several  locations,  with  more  to 
come.  We  also  provide  expert  con- 
sultation services  for  those  with 
warehousing  problems. 

If  you  have  a  need  in  this  field  — 
or  in  insurance,  transportation, 
distribution,  or  real  estate  —  call 
or  write  today  for  personal  atten- 
tion. We'll  be  glad  to  fill  you  in  on 
our  "track  record". 


A  CANTVN 

Canton  House,  P.O.  Box  447 
Baltimore,  Maryland  21203 
Telephone:  (301)  837-7733 
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RCA  presents  the 

new  dimension  in  television. 

You. 

You  become  the  new  dimension  in  television  wltln  the 
introduction  of  magnetic-tape  equipment  for  home  video 
recordings  and  the  playing  of  pre-recorded  video  car- 
tridges. We  cai  i  itthe  "SelectaVision  MagTape  System". 

You  simply  attach  this  equipment  to  your  present  TV  set. 
Then  you  can  do  things  like  record  one  program  while 
you  watch  another.  Or  take  pre-recorded  golf  lessons 
from  a  champion.  Or  record  your  favorite  TV  programs 
even  when  you're  not  at  home. 

Also,  your  own  home  becomes  your  own  studio  with  a 
compact,  hand-held  camera  for  recording  family  scenes 
on  tapes.  Tapes  that  play  back  on  your  TV  set  eliminating 
the  fuss  of  portable  screen  set-up  and  time  lost  In  film 
processing. 

All  of  these  capabilities— and  more— are  part  of  the  RCA 
"SelectaVision"  system  we  plan  to  launch  next  year. 
RCA  "SelectaVision"  is  designed  to  have  fewer  parts  and 
components  than  arfy  other  system  announced  to  date. 
So  we  expect  it  to  be  more  reliable  and  cost  less. 

With  "SelectaVision",  RCA  makes  you  the  new  dimen- 
sion in  television  home  entertainment. 

At  RCA,  we're  concentrating  on  many  areas  of  oppor- 
tunity. Like  consumer  electronics,  consumer  services 
and,  of  course,  communications  technology.  Areas  in 
which  RCA  has  an  active  role  today  and  will  seek  an 
even  greater  role  tomorrow. 
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Merrill  Lynch  Chairman  Donald 
Regan  isn't  a  graduate  of  Hai-vard's 
or  anybody  else's  l)usiness  school, 
but  he  still  takes  a  typical  MBA 
problem-solving  approach  to  the 
troubles  of  the  world.  He  doesn't 
empathize  at  all  with  the  intellectu- 
al bearishness  which  permeates  so 
much  of  the  East  and  is  at  least 
partly  responsible  for  the  small  in- 
vestor's retreat  to  the  savings  bank. 
"Things  have  never  been  better 

Regan  of  Merrill  Lynch 


Don't  Sell  America  Short 

in  America  than  they  are  right 
now,"  he  says.  "I  think  there  should 
be  restraining  measures  taken  right 
now  because  the  economy  is  so 
good  that  it  may  overheat  and  give 
us  too  much  prosperity,  and  by 
implication  too  much  inflation.  I 
haven't  met  an  economist  in  New 
York  City  who's  pessimistic. 

"Get  out  of  New  York  City," 
continues  Regan,  "and  see  what 
people  think."  He  claims  that  Mid- 
dle American  buying  halted  the 
great  crash  in  May  1970,  while  in- 
stitutions and  individuals  on  both 
coasts  refrained  from  buying,  af- 
fected by  a  myopic  and  negative 
coastal  press.  "The  pessimism  is  in 
a  restricted  area— the  people  who 
buy  our  securities,  heads  of  funds, 
the  trust  departments  of  banks— 
so  far  as  the  stock  market  goes. 

"The  only  negative  views  now- 
adays are  right  here  on  this  end  of 


stock,"  he  says, 
a    single    share 
262,750  shares]. 


Manhattan  Island.  The  rest  of  the 
country  is  very  bullish.  The  surveys 
of  consumer  optimism  have  showed 
a  big  improvement.  So  who's  bear- 
ish on  America  if  the  American 
consumer  isn't? 

"If  I  felt  that  this  business  had 
peaked  I'd  be  selling  my  own 
"I  have  not  sold 
[his  family  owns 
When  you  have  a 
return  of  volume  in  the  stock  mar- 
ket, accompanied  by  interest  rates 
that  are  stable  so  you  have  an  ac- 
tive bond  market,  profits  will  return 
rapidly  to  Wall  Street." 

Whatever  is  to  blame,  Merrill 
stock  is  down  more  than  45%  from 
the  all-time  high  it  hit  earher  this 
year.  But  at  least  it  is  fairly  close  to 
its  original  public  offering  price. 
That's  more  than  you  can  say  for 
almost  all  the  other  publicly  owned 
securities  firms. 


Company 

Offering 
Price 

Recent 
Price 

1971-72 
Price 
Range 

Latest  12 

Montt^s' 

Earnings 

Per  Share 

Price/ 

Earnings 

Ratio 

Bache 

16 

9 

183/,-  9 

$1.64 

5 

Dean  Witter 

23 

16% 

32     -15»/2 

2.90 

6 

Donaldson,  Lufkin 

15 

9y2 

isyg-  71/, 

0.81 

12 

E.  F.  Hutton 

231/2 

ISVz 

26y,-15 

2.54 

6 

Merrill  Lynch 

28 

26 

46    -25 

2.27 

11 

Paine,  Webber 

16 

8V4 

16%-  7% 

1.19 

7 

Reynolds  Securities 

20 

16 

31     -151/, 

2.26 

7 

where  they  expand  in  good  markets 
and  reduce  and  fire  and  cut  down 
during  the  bad."  "We  have  never  been 
hungry  for  the  daily  commission 
in  itself,"  agrees  Joseph  Sbath,  52, 
who  heads  commodities  in  London, 
"but  have  looked  at  the  overall  situa- 
tion and  realized  it  takes  more  than  a 
day  to  build  up  a  business.  We  have 
avoided  the  shortcuts  others  tried  and 
have  concentrated  on  developing  pro- 
fessionalism and  expertise  by  proper 
planning,  training  and  programing 
of  activities." 

For  a  number  of  years,  Merrill  peo- 
ple in  Europe  watched  with  horror 
the  growth  of  Bernard  Comfeld's  In- 
vestors 0\'erseas  Services.  It  wasn't 
just  the  competition  for  the  little  man 
that  worried  Merrill.  It  was  the  pros- 
pect of  the  little  man's  ultimate  dis- 
illusion. "lOS  dealt  a  foul  blow  to  the 
investment  business  in  Europe,"  Ros- 
enthal winces.  "It  reduced  our  credi- 
bility as  well  as  theirs,  and  just  when 
smaller  people  had  begun  to  think 
they  could  make  money."  But  he  adds: 
"lOS  also  helped  us.  It  made  people 
think  harder  about  the  importance  of 
whom  they  were  dealing  with." 

When    the    New    York    Stock    Ex- 


change was  collapsing  in  1970  and 
when  lOS  scandals  were  reverberat- 
ing, most  of  MeiTill's  U.S.  rivals  pulled 
back.  Donaldson,  Lufkin  &  Jenrette 
closed  its  Brussels  office.  Bache  cut 
back  abroad  and  so  did  Harris,  Up- 
ham  and  duPont  Glore  Forgan.  Mer- 
rill says  in  contrast  it  continued  to  ex- 
pand. Thus  it  now  has  the  network 
in  place  in  Europe  and  throughout 
the  world  to  take  advantage  of  the 
expected  upsurge  of  truly  interna- 
tional  investing— and  il  is  already 
making  money  from  it. 

Of  Harry  Anderson's  goal  of  $35 
million  in  international  profits  in  the 
not-too-distant  future,  Merrill  Chair- 
man Regan  says:  "Harry  has  set  a 
reasonable  enough  goal." 

The  illustration  on  our  cover  sug- 
gests that  not  even  the  Iron  Curtain 
can  hold  Merrill,  that  one  day  it  may 
have  an  office  in  Moscow.  Merrill 
Lynch  denies  having  any  such  plans, 
but  who  knows?  As  Soviel-U.S.  trade 
grows,  so  will  the  luimber  of  Ameri- 
cans living  and  working  in  the  Soviet 
Union.  And  that's  always  the  way 
Merrill  gets  started  abroad,  serving 
Americans  there. 

Tomorrow  Red  Square?  ■ 


36 


FORBES,   NOVEMBER   1,    1972 


Why  Utility  Stoclis  Are  Sic/t 

The  public  wants  more  power 
but  doesn't  want  to  pay  for  it. 


If  the  stock  market  is  indisposed,  the 
utility  stocks  are  downright  sick.  The 
Dow  Jones  utilities  index  has  never 
really  recovered  from  the  1970  crash; 
last  month  it  was  more  than  30%  be- 
low its  1965  high. 

How  bad  is  the  underlying  situa- 
tion for  the  utilities?  It's  pretty  bad. 
In  1965,  according  to  composite  fig- 
ures from  Loeb,  Rhoades  &  Co.,  the 
utilities  as  a  whole  earned  enough  to 
cover  their  fixed  charges— interest  on 
long-  and  short-term  debt— five  times 
over.  Last  year  the  coverage  was  just 
2.6;  some  17  companies  had  fallen 
below  two  times  {see  table). 

This  wasn't  at  all  what  Wall  Street 
had  in  mind  when  it  called  utility 
stocks  growth  stocks.  Wall  Street  was 
making  a  common  mistake;  it  was  pro- 
jecting the  past  into  the  indefinite 
future.  It  assumed  that  because  de- 
mand for  electricity  was  bound  to 
grow,  so  were  earnings.  The  rub  was 
this:  In  the  past,  technological  effi- 
ciencies had  enabled  the  industry  to 
balance  rising  costs  in  things  like  labor 
with  lower  capital  costs.  But  as  the 
technological  gains  were  outpaced  by 
increased  costs  and  inflation,  the  in- 
dustry had  to  ask  for  higher  prices. 
At  that  point,  it  ran  smack  into  polit- 
ical and  consumerist  pressures. 

A  few  figures  tell  the  story.  In  1960 


it  cost  $130  to  build  one  kilowatt  of 
fossil-fueled  (coal  or  oil  or  natural 
gas)  generating  capacity.  In  1968  the 
cost  was  just  $118.  Suddenly,  how- 
ever, the  trend  reversed.  Today  the 
cost  is  $235  for  fossil-fueled  plants; 
$330  for  nuclear-generated  power. 

Of  course,  the  utility  industry  was 
a  prime  victim  of  the  monopolistic 
power  of  the  construction  trade  un- 
ions. As  construction  wages  soared 
and  productivity  declined,  construc- 
tion budgets  went  wild.  Take  New 
Jersey's  Public  Service  Electric  &  Gas 
Co.,  which  had  a  construction  budget 
of  $198  million  in  1967.  Last  year  the 
figure  was  $412  million.  For  1972 
through  1976,  the  average  annual  fig- 
ure will  be  more  than  $500  million. 
The  industry  as  a  whole  will  spend 
more  than  $12  billion  a  year  between 
now  and  1976.  Overall,  earnings  have 
not  yet  declined.  But  they  haven't 
risen  nearly  as  fast  as  construction 
costs.  As  a  result,  more  and  more  of 
the  expansion  must  be  financed  by 
borrowing.  Hence  the  "decline  in  the 
coverage  of  fixed  charges. 

To  make  matters  much  worse,  in- 
terest costs  have  gone  up.  A  typical 
AAA  utility  could  boiTOw  at  around 
4.5%  in  1965;  today  it  must  pay  about 
7.5%.  As  interest  coverage  has  nar- 
rowed, some  utilities  have  had  their 


bond  ratings  downgraded.  For  exam- 
ple, Standard  &  Poor's  recently  low- 
ered Baltimore  Gas  &  Electric  from 
AAA  to  AA. 

It's  a  vicious  circle.  To  broaden 
fixed-charge  coverage,  many  compa- 
nies have  had  to  sell  new  common 
stock  in  an  unfavorable  market.  In  the 
last  three  years  alone.  Public  Service 
Electric  &  Gas  has  increased  its  num- 
ber of  common  shares  by  around  30%, 
and  New  York's  Consolidated  Edison 
has  issued  23%  of  its  common  shares 
outstanding  since  February  1971. 

All  this  would  change,  of  course,  if 
the  utilities  could  raise  their  rates 
enough  to  generate  construction  mon- 
ey, lessen  their  borrowing  needs  and 
sell  new  bonds  and  equity  on  better 
terms.  Alas,  the  utilities  are  subject 
to  strict  price  control  by  area  public 
utility  commissions.  And  where  is  the 
politician  who  can  resist  declaiming 
against  higher  rates  as  a  sign  of  in- 
dustry greed?  Where  the  commission 
that  can  ignore  such  outcries?  Re- 
cently Con  Ed  applied  for  a  $191- 
million  increase  just  four  months  after 
receiving  a  $95-million  one.  At  least 
one  reason  for  the  new  request,  says 
W.R.  Grant,  Con  Ed's  executive  vice 
president  for  finance,  was  that  after 
a  time  lag  of  more  than  one  year 
(while  costs  continued  to  rise)  Con 
Ed  was  granted  less  than  two-thirds 
of  the  $144  million  it  wanted. 

Some  companies,  such  as  American 
Electric  Power,  have  themselves  been 
reluctant  to  ask  for  rate  increases. 
Nevertheless,  faced  with  capital  costs 


Electric  Utility  Earnings  Coverages 

Company  (SAP  rating^) 

1971 

Company  (SAP  rating^) 

1971 

Company  (S&P  rating^) 

1971 

Coverage 

2 

Coverage^ 

Coverage^ 

Alabama  Power  (A) 

2.70   ' 

Gulf  Power  (AA) 

3.41 

Ohio  Power  (A) 

1.83 

Appalachian  Power  (A) 

1.97 

Hartford  Elec  Lt  (AA) 

2.36 

Orange  &  Rockland  Util  (BBB) 

1.33 

Arkansas  Power  &  Lt  (A) 

3.21 

Houston  Lt  &  Power  (AAA) 

4.56 

Pacific  Gas  &  Elec  (AA) 

3.08 

Baltimore  Gas  &  Electric  (AAA) 

3.20 

Indiana  &  Mich  El  (AA) 

1.57 

Pacific  Power  &  Lt  (BBB) 

2.30 

Boston  Edison  (AA) 

1.67 

Iowa-Illinois  Gas  &  Elec  (A) 

1.82 

Penn  Elec  (BBB) 

2.20 

Central  Illinois  Lt  (AA) 

3.22 

Iowa  Public  Senrice  (AA) 

3.54 

Penn  Power  (A) 

2.39 

Central  Illinois  Publ  Serv  (AA) 

3.86 

Jersey  Central  Power  &  Lt  (BBB) 

2.26 

Penn  Power  &  Lt  (A) 

2.24 

Central  Power  &  Lt  (AA) 

4.70 

Kentucky  Power  (BBB) 

2.21 

Philadelphia  Elec  (AA) 

2.42 

Central  Vt  Publ  Serv  (BBS) 

1.33 

Long  Island  Lighting  (AA) 

2.95 

Potomac  Edison  (A) 

1.70 

Cincinnati  Gas  &  Elec  (AAA) 

3.26 

Louisiana  Power  &  Lt  (A) 

3.40 

Public  Service,  Colo  (AA) 

2.71 

Cleveland  Elec  Ilium  (AAA) 

2.89 

Massachusetts  Electric  (A) 

3.49 

Public  Senice,  Okia  (AA) 

5.13 

Coliimbus  &  South  Ohio  (A) 

1.79 

Metropolitan  Edison  (BBB) 

2.27 

Public  Service  Elec  &  Gas  (AA) 

2.26 

Coinmonwealth  Edison  (AAA) 

2.68 

Mississippi  Power  (A) 

3.52 

San  Diego  Gas  &  Elec  (AA) 

2.73 

Connecticut  Lt  &  Power  (AA) 

1.86 

Mississippi  Power  &  Lt  (A) 

3.45 

Sierra  Pacific  Power  (BBB) 

2.08 

Consolidated  Edison  (A) 

1.90 

Monongahela  Power  (A) 

2.97 

Southern  Cal  Edison  (AA) 

2.82 

Consumer's  Power  (AA) 

2.57 

Montana  Power  (AA) 

6.05 

Southwestern  Elec  Power  (AA) 

4.43 

Dallas  Power  &  Lt  (AAA) 

4.19 

Narragansett  Elec  (A) 

2.92 

Texas  Elec  Service  (AAA) 

4.60 

Detroit  Edison  (AA) 

2.17 

New  England  Power  (A) 

1.97 

Texas  Power  &  Light  (AAA) 

4.61 

Duke  Power  (AA) 

1.80 

New  Jersey  Power  &  Lt  (BBB) 

0.67 

Union  Electric  (AA) 

2.11 

Duquesne  Light  Co  (AA) 

2.92 

New  Orleans  Publ  Serv  (A) 

3.22 

Virginia  Elec  &  Power  (AA) 

1.82 

El  Paso  Elec  (AA) 

4.56 

Niagara  Mohawk  Power  (A) 

2.35 

West  Penn  Power  (AA) 

2.83 

Florida  Power  (AA) 

3.20 

North  States  Power,  Minn  (AA) 

2.81 

West  Texas  Utilities  (AA) 

6.73 

Florida  Power  &  Lt  (A) 

3.00 

North  States  Power,  Wise  (AA) 

4.72 

Western  Mass  Elec  (AA) 

2.35 

General  Publ  Util  debs  (BB) 

1.67 

Northwestern  Publ  Serv  (BBB) 

3.67 

Wisconsin  Elec  Power  (AA) 

2.68 

Georgia  Power  (AA) 

1.97 

Ohio  Edison  (AA) 

3.16 

Wisconsin  Michigan  Power  (A) 

3.06 

1  As  of  May  31,  1972.         2  Coverage 

ZZ  pretax  earnings  (excluding  inlereil  during  conslruclioni  /fixed  charges. 

Source.  F.S.  Smilhers  i  Co.,  Inc. 
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Because  executive  and  pro* 
fessional  men  and  women 
sometimes  need  a  personal 
loan,  too . . . 

Now 

you  can  borrow 
$1,500  to  $25,000  in 
absolute  confidence 

entirely  by  mail. 


No  collateral,  no  time  consuming  inter- 
view, no  embarrassment.  Rates  about 
the  same  as  most  revolving  charge 
accounts.  Repay  in  convenient  low 
monthly  sums.  This  popular  method  of 
obtaining  cash  by  mail  is  currently  be- 
ing utilized  by  prominent  and  busy 
individuals  who  desire  fast 
confidential  service,  conve- 
niently at  home  or  office. 
Offered  by  a  subsidiary  of 
one  of  America's  most  re- 
spected financial  insti- 
tutions. For  immediate 
details  (no  one  will 
call),  write... 

Associates  Financial  Services  Corp. 
Suite  182, 1030  E.  Jefferson  Blvd., 

South  Bend,  Indiana  46617 

or  call  Mr.  Charles  Papas  collect  at 

219/232-2097 


ive- 


ASSOCIATES 


m 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Streef,  President 
Chaltonoogo,  Tennessee  37402 

OIL  AND  GAS  DIVISION 

Minerols  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST 
STOCK  EXCHANGES  (SYMBOL:  NAR) 


that  have  risen  135%  in  five  years  to 
$650  milhon  in  1972,  four  of  the  sev- 
en AEP  companies  have  appUed  for 
rate  increases. 

Some  commissions  are  becoming 
more  cooperative.  In  1971,  107  rate 
increases  were  granted  for  a  total  of 
$826  milhon  and  an  additional  99 
apphcations  were  pending  for  in- 
creases totaUing  $1.2  billion.  For  the 
first  half  of  1972,  73  increases  were 
granted  totalling  $492  million  com- 
pared with  52  increases  for  $479  mil- 
lion for  the  first  half  of  1971.  "We're 
just  beginning  to  see  the  tip  of  the 
iceberg  now,"  says  Gerard  C.  Gambs 
of  Ford,  Bacon  &  Davis.  "The  end 
of  cheap  power  has  appeared.  We're 
in  for  much   more  expensive  power 


from  now  on.  There's  just  no  way  out." 
While  there  may  be  no  way  out 
from  higher  prices  to  the  public, 
there  can— and  indeed  seems  to  be— 
a  growing  gap  between  when  the  in- 
creases are  needed  and  when  they 
are  granted.  This  gap  can  play  hob 
with  earnings  and  with  the  ability  to 
raise  capital. 

If  this  happens,  the  coverage  of 
fixed,  charges  will  get  smaller  and 
^  smaller.  It  hasn't  happened  yet,  but 
somewhere  down  the  road,  the  abil- 
ity of  the  utilities  to  expand  to  meet 
demand  and  to  curb  pollution  could 
be  curtailed.  Where  this  spiral  ends, 
no  one  knows.  In  power  rationing?  Na- 
tionalization? Destruction  of  billions  of 
dollars  worth  of  security  values?  ■ 


Through  the  Back  Door 


As  THE  NEED  for  money  has  grown 
and  the  coverage  ratio  has  shrunk, 
utilities  have  devised  new  means 
of  financing  their  needs.  Lumped 
together  as  "off-balance-sheet  fi- 
nancing," they  involve  mainly  leas- 
es and  long-term  purchase  con- 
tracts that  do  not  appear  as  debt 
on  the  balance  sheet.  Use  of  this 
method  by  utilities  has  grown  so 
rapidly  of  late  as  to  cause  some 
concern.  In  1969  off-balance-sheet 
financing  amoimted  -to  some  $100 
million  to  $200  million.  It  is  now 
over  $1  billion,  and  still  growing. 

In  the  utilities,  the  original  form 
of  off-balance-sheet  financing  was 
the  "take-or-pay"  contract.  Typical- 
ly, a  utility  would  contract  to  buy, 
say,  a  specified  quantity  of  coal 
from  a  mine  at  a  specified  price  for 
a  specified  period  of  time.  Take-or- 
pay  contracts  rarely  appear  on  the 
balance  sheet;  when  the  money  is 
paid  it  is  considered  part  of  oper- 
ating expense  and  treated  as  such. 
Accordingly,  stockholders  aren't 
aware  that  there  is  a  binding  con- 
tract that  represents,  in  effect,  a 
fixed  charge. 

The  other  common  form  of  off- 
sheet-financing  is  leasing.  Compa- 
nies have  often  leased  automobiles, 
computers  and  land,  but  the  utilities 
have  expanded  the  field.  They  have 
leased  mining  equipment  and  tur- 
bine generators,  which  provide  a 
relatively  small  electric  output  for 
peak  load  requirements.  They  are 
now  leasing  nuclear  fuel  and  anti- 
pollution equipment.  Leases  are 
more  attractive  than  purchasing  for 
a  number  of  reasons.  In  the  first 
place,  a  purchase  would  have  to 
be  part  of  debt  that  would  imperil 
the  coverage.  Leases  only  appear 
as  footnotes  on  the  balance  sheet. 
In   the   second   place,    leases    are 


cheaper  for  the  utilities.  A  large 
number  of  companies  have  a  flow- 
through  method  of  accounting— tax 
breaks  such  as  the  investment  tax 
credit  and  accelerated  depreciation 
must  be  passed  on  to  the  consumer. 
However,  if  the  utility  leases,  the 
lessor  gets  the  breaks  and  can  af- 
ford to  offer  a  lower  rental  rate. 
The  savings  in  this  case  go  straight 
into  earnings  per  share.  Recently, 
New  York's  Consolidated  Edison 
announced  the  leasing  of  two  barge- 
mounted  power  plants  worth  $33 
million.  The  rental  cost  to  Con  Ed 
is  5.6%— more  than  two  percentage 
points  below  its  debt  rate  of  7.9%. 

The  purchase  price  of  a  nuclear 
fuel  core  is  very  high— about  $40 
million  for  a  1,000,000  kw  genera- 
tor—so it  is  often  leased  through 
an  instrument  called  a  documented 
discount  note.  The  pxirchaser  of  the 
fuel  core  gets  a  contract  from  the 
utility,  on  the  strength  of  which  it 
gets  a  revolving  line  of  credit  and 
a  bank  letter  of  credit— which  it 
uses  as  collateral  in  the  commercial 
paper  market.  Several  companies 
have  leased  nuclear  fuel  cores; 
many  more  are  considering  it. 

Another  area  for  future  growth 
is  in  the  financing  of  antipollution 
equipment.  Currently,  some  of  this 
is  being  done  by  the  issuance  of  in- 
dustrial revenue  bonds  where  a 
municipality  issues  the  Ixjnd  al- 
though the  utility  is  the  guarantor. 

Regardless  of  the  preci.se  method 
used,  off-balance-sheet  financing 
will  continue  to  grow.  It  is  only  a 
matter  of  time  before  an  enterpris- 
ing utility  arranges  to  lease  a  base 
load  (i.e.  large)  generating  plant. 
Such  expedients  help  alleviate  the 
situation,  but  they  do  nothing  to 
cure  it;  they  are  merely  disgui.sed 
ways  of  going  deeper  into  debt. 
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Exposure  in  foreign  exchange 

is  a  risky  business. 

Vk  hdp  nunimize  the  risk. 


/ 


/ 


Manufacturers  Hanover 
can  cover  your  exposure 
in  any  convertible  for 
eign  exchange  and  in 
virtually  any  amount. 

By  arranging  to 
hedge  future  ex- 
change risks,  Manu- 
facturers Hanover  has 
helped  many  of  America's 
leading  companies  pro- 
tect their  accounts  re 
ceivables  and  invento- 
ries from  devaluation. 

Our  effectiveness  lies  in  the  fact 
that  as  a  $14  billion  bank,  Manu- 
facturers Hanover  is  a  major  factor 
in  foreign  exchange  markets  and  in 
dealing  with  leading  global  banks. 

Because  of  our  huge  transaction 
volume,  the  broader  and  better 


market  we  have  to  work  in. 
And  that  all  adds  up  to  favor- 
rates,  easier  andfaster 
^transactions,  for  the 
ifjp    small  importer 
and   the   largest 
multi-national  corporations. 

Private  wires  and  telex  ma- 
chines link  our  New  York  trad- 
ers with  MHT  branches  and 
traders  in  leading  money  cen- 
ters—London, Frankfurt,  Tokyo  — 
as  well  as  with  trading  operations 
world-wide.  We  can  turn  on  a  dime 
(or  a  sixpence),  effectively. 

If  your  company's  business  goes 
abroad,  talk  to  our  foreign-ex- 
change traders.  They  speak  speed 
and  efficiency  —  in  many  languages. 
For  information,  call  Mr.  Robert 
Taylor  at  (212)  623-4481. 


MANUFACTURERS  HANOVER 


London  •  Frankfurt  •  Tokyo  •  Bangkok  •  Beirut  •  Bogota  •  Brussels  •  Buenos  Aires  •  Caracas 
Hong  Kong  •  Lima  •  Madrid  •  Manila  •  Mexico  City  •  New  York  •  Paris  •  Rome  •  Sao  Paulo  •  Sydney 


blackboard 


obsoleta 


For  500  years,  teachers  have 
been  standing  in  front  of  their 
classes,  writing  with  chalk  on  a 
blackboard. 

Todays  teacher  has  another 


choice.  She  can  drop  a  video- 
cassette  into  a  little  machine. 

Instantly  the  lesson  she  wants 
to  teach  appears  on  a  TV  set  in. 
front  of  the  class— in  color. 


I  .otion  and  sound. 
And  you  know  how  kids 
Dsorb  television.  ^ 

Learning  by  watching  TV ! 
3  a  dream-come-true  for  our 
levision-reared  generation  of 
Dungsters. 

It's  a  dream-come-ti:Tie  for  our 
achers. 

Because,  until  now,  classroom 
V  hasn't  been  very  flexible, 
^ith  over-the-air  programs— 
hatever  was  on,  was  on. 
If  the  teacher  wanted  to  do 
3rb  Endings,  but  that  morning's 
ogram  was  on  Vowel  Sounds 
too  bad. 

The  Sony  U-matic  Video- 
issette  System  lets  her  decide. 
•What  should  be  watched. 
hd  when.  And  how  often.  And 
y  whom. 

That  works  right  in  with  the 
end  to  "open  classrooms"— 
nail  groups  within  each  class 
;arning  at  their  own  levels. 
What  equipment  is  needed? 
^side  from  a  TV  set — any  TV  set 
-  just  a  U-matic  Videocassette 
lachine. 

You  plug  it  into  the  TV  set.  Drop 
book-sized  cassette  into  the 
lachine.  And  the  program's  on. 
The  videocassettes  can  be 
ought  or  rented  from  dozens  of 
ducationdl  distiibutors. 
Already  there  are  thousands  of 
ties —from  Mother  Goose  to 
ex  Education. 


Most  exciting  of  all,  the 
machine  can  record  your  own 
program— like  a  science  show  or 
a  school  play— on  a  blank 
videocassette. 

You  use  an  inexpensive  TV 
camera,  and  you  can  play  the 
cassette  back  immediately 

Like  books  (and  unlike  educa- 
tional broadcasts)  cassettes  can 
be  stored  for  reference. 

Like  books,  they  can  be  sent 
through  the  mail. 

Imagine  what  they  can  do  for 
kids  unable  to  ati:end  classes. 

For  teacherless  stiady  in  high 
school  and  coUege. 

For  "correspondence  courses" 
that  are  just  like  being  there. 

In  a  few  years,  perhaps,  there'll 
be  a  U-matic  in  every  living  room. 

You'U  walk  in  and  see  your  kid 
glued  to  the  TV  set. 

You'll  smile  and  tiptoe  out.  He's 
doing  his  Math  homework 


THE  SONY 

u-MAnc 

color  videocassette  system 


DT  more  information,  wnte  Sony  Corporation  of  Americayideo  Products  Dept  ,47-47  Van  Dam  St ,  Long  Island  City,  NY.  11101. 


Its  Own  Game 


Ashland  Oil  is  a  prime  example  of  how  there  is 
more  than  one  way  to  make  it  in  the  oil  business. 


Kentucky-based  Ashland  Oil  Co.  is 
simultaneously  a  case  study  in  poverty 
and  riches.  It  is  poor  in  the  traditional 
wealth  of  the  oil  industry,  which  has 
always  lieen  oil  to  be  pumped  out  of 
the  ground.  In  an  industiy  whose 
standout  performers  have  continuously 
striven  to  see  that  every  barrel  of  pe- 
troleum products  they  refine  and  mar- 
ket is  made  from  their  own  cioide, 
Ashland  has  achieved  a  crude  suffi- 
ciency ratio  of  only  20%. 

Yet  by  approaching  its  seemingly 
barren  prospect  creatively,  Ashland 
has  attained  to  a  considerable  mea- 
sure of  size  and  profitability.  At  $1.8- 
billion  sales  last  year,  it  is  the  largest 
of  the  U.S.*  independent  oil  compa- 
nies. In  Forbes'  24th  Annual  Report 
on  American  Industry,  it  ranked  third 
in  its  industry  over  the  past  five  years 
in  sales  growth  and  seventh  in  return 
on  total  capital.  Even  compared  with 
the  crude-rich  Big  Five  internationals, 
Ashland  outpaced  all  except  Texaco 
and  Jersey  Standard  in  return  on  total 
capital  over  those  five  years. 

This  is  not  to  say  that  Ashland 
spumed  the  ownership  of  ciiade.  Since 
Orin  Atkins  became  chief  executive 
in  196.5,  the  company  has  spent  no 
less  than  $50  million  from  Alaska  to 
Togo  in  a  generally  fruitless  search 
for  its  own  supplies.  But  the  important 
point  is  not  so  much  the  failure  of 
Ashland's  quest  as  it  is  Ashland's  suc- 
cess in  building  a  structure  that  would 
support  so  large  a  search.  And  that 
structure  promises  to  support  a  genu- 
ine recovery  from  the  shaip  earnings 
dip  that  has  afiBicted  Ashland  in  the 
last  year  or  two. 

No  Extras 

Next  to  owning  their  own  ciiide 
supplies,  what  U.S.  oil  companies  have 
liked  best  is  controlling  the  marketing 
of  their  refined  products  right  down 
to  the  consumer.  Here,  too,  Ashland 
has  been  a  maverick.  Its  excellent  re- 
fineries and  highly  efficient  distribu- 
tion network— including  some  7,000 
miles  of  owned  pipeline— have  served 
mainly  to  supply  gasoline  to  independ- 
ent distributors  who  sell  to  the  public 
as  private-brand  discounters.  They 
may  not  offer  frills  like  service  or 
credit  cards;  but  they  sell  at  lower 
prices  than  the  majors,  and  they  pump 
huge  volumes  of  gasoline  through  their 
service  stations.  Such  techniques  have 
enabled  the  independents  to  capture 
more  than  a  quarter  of  the  U.S.  gaso- 
line market. 

But  today  they  face  tougher  sled- 


Oil  and  water  mix,  in  the  Persian  Gulf,  where  Ashland  has  25  %  of  a 
recent  oil  strike.  Not  enough,  though,  to  make  up  Ashland's  oil  deficit. 


ding.  When  there  is  refining  overca- 
pacity, as  there  was  over  the  past 
three  years,  gasoline  is  cheap  and  the 
independents  can  prosper  with  deep 
discounting.  Today,  refining  overca- 
pacity is  at  its  lowest  point  in  over 
ten  years,  and  the  independents  are 
having  to  pay  more  for  their  gasoline. 
Moreover,  no  additional  refining  ca- 
pacity is  planned  for  several  years  to 
come,  in  part  because  of  environmental 
pressures,  soaring  land  costs  near  ma- 
jor markets  and  uncertainties  over  fu- 
ture gasoline  quality  requirements. 

While  these  pressures  are  affecting 
Ashland's  major  customers,  the  com- 
pany has  been  taking  its  own  profit 
lumps  for  other  reasons.  In  the  last 
five  years  its  earnings  from  chemicals 
(now  some  20^  of  sales)  have  fallen 
59%  despite  a  sales  increase  of  19%. 
Partly  as  a  result,  Ashland  last  year 
earned  only  $1.47  a  share,  40%  less 
than  five  years  ago.  And  that  doesn't 
count  write-offs  totalling  over  one-third 
of  earnings  in  the  last  two  years, 
mostly  spent  on  futile  efforts  to  find 
crude  abroad.  The  $5.4-million  write- 
off for  "environmental"  purposes  last 
year  was,  as  Chief  Executive  Orin 
Atkins  puts  it,  "really  for  the  dry  hole 
on  the  North  Slope." 

This  year,  aided  by  a  strong  econo- 
my and  paced  by  chemical  recovery, 
Ashland  is  rebounding  to  record  earn- 
ings levels.  But  more  important  for 
the  long  term  are  Atkins'  plans  to 
make  somewhat  different  future  use 
of  the  company's  unique  strengths. 

The  first  of  these  is  Ashland's  loca- 
tion under  Kentucky's  hump  in  the 
extreme  northeast  of  the  state.  That 
may  be  next  door  to  depressed  West 
Virginia,  but  it  is  also  next  door  to 
the  markets  of  the  Southeast  and  Mid- 
west, and  it  is  blessedly  free  from  the 
industry's  ruinous  price  wars  ("insu- 
lated from  low-cost  markets,"  as  At- 
kins puts  it). 

Ashland's    refineries    will    probably 


show  a  changed  pattern  of  operation 
in  the  growing  shortage  of  refinery 
capacit\'.  "What  you  will  see,"  says 
Atkins,  "is  refiners  selecting  the  prod- 
ucts that  they  can  sell  at  the  best 
price.  Some  products  will  have  to  be 
cut  back.  Which?  Not  fuels  for  home 
heating,  not  fuels  for  industry,  not 
fuels  for  making  synthetic  natural  gas 
The  only  place  there  is  any  give  is 
in  gasoline." 

But  if  Ashland  cannot  go  on  in- 
creasing its  gasoline  sales  to  independ- 
ents (they  were  up  14%  last  year), 
Atkins  has  his  eye  on  another  kind  of 
business:  "You  can't  import  enough 
fuel  oil  into  the  interior  of  the  countiy 
to  supply  public  utilities'  and  indus- 
tr\''s  future  requirements.  You  would 
need  to  pave  the  Mississippi  with 
barges  to  do  it."  But  both  crude  and 
refined  products  can  be  shipped  there 
through  existing  pipelines— many, 
owned  by  Ashland.  With  an  eye  on 
this  potential  business,  Atkins  plans  to 
write  long-term  fuel  contracts  with; 
the  utilities  including  escalator  clauses 
covering  "everything."  ^ 

Capital  Crunch  * 

Atkins  figures  another  Ashland  ad- 
vantage is  having  seven  refineries,, 
mostly  near  industrial  centers,  that  can 
be  expanded  to  supply  their  markets, 
But  expanding  them  takes  capital,  and 
raising  capital  is,  Atkins  readily  c-on-i 
fesses,  Ashland's  biggest  problem.  Its 
futile  search  for  crude  helped  run  the 
company's  long-term  debt  up  to  $450 
million.  That's  a  debt/equity  ratio  a|| 
60/40,  about  three  times  the  industry 
average.  With  a  current  cash  flow  ol 
under  $150  million  and  cxiMMiditures 
this  year  (excluding  refinery  expaa 
sion)  budgeted  at  $250  million.  Ash 
land  is  walking  a  financial  tightroix'. 

But  then,  who  a  couple  of  decadef  J 
back  would  have  predicted  that  Ash' 
land  would  attain  its  present  si/e  ancj 
profitability?  ■ 


44 


FORBES,    NOVEMBER    1,    1972 


! 


Fairy  Tale?  Or  Wave  of  the  Future? 

Not  Keynes  or  Marx  or  Adam  Smith  but  Hans  Christian  Andersen  seems 
to  have  thought  up  this  Danish  economic  plan.  But  don't  smile:  The 
new  Prime  Minister  takes  it  literally.  And  it  could  prove  contagious. 


Wall  Street  did  not  shake,  nor  did 
the  bourses  of  Europe,  when  Jens 
Otto  Krag  stepped  down  last  month 
as  Prime  Minister  of  Denmark.  Yet 
well  they  might  have  shaken,  for 
when  the  history  is  written,  the  event 
may  be  a  landmark.  The  new  Prime 
Minister,  trade  union  leader  Anke 
Jorgensen,  may  be  the  man  who  takes 
this  small  democratic  country  beyond 
the  welfare  state  and  well  down  the 
road  to  workers'  control  of  industry. 

And,  if  he  does,  the  trade  unions 
of  all  Europe— perhaps  of  the  U.S.  as 
well— will  be  watching. 

New  Prime  Minister  Jorgensen  is 
an  enthusiastic  backer  of  a  startling 
proposal  beloved  of  the  Danish  Fed- 
eration of  Trade  Unions.  It  would 
gradually  transfer  ownership  and  con- 
trol of  Danish  business  to  the  trade 
unions  and  to  the  workers  and  away 
from  the  capitalists  and  managers. 

The  plan  calls  for  a  payroll  "tax," 
starting  at  1%  and  gradually  rising  to 
5%,  to  be  borne  by  the  employer  and 
the  existing  stockholders.  The  "tax" 
would  be  paid  in  the  form  of  newly 
issued  shares  into  a  central  fund  ad- 
ministered by  the  Danish  Federation 
of  Trade  Unions.  The  government 
sector  would  contribute  5%  of  its  pay- 
roll, too,  but  in  cash,  which  the  trade 
union  central  fund  would  then  invest 
throughout  Danish  industiy— thus  ac- 
cumulating still  more  shares  in  Danish 
corporations. 

These  corporate  shares,  held  by  the 
central  fund  in  the  name  of  the  work- 
ers, would  give  the  workers  the  right 
to  place  representatives  on  the  boards 
of  the  corporations  where  they  work. 
In  other  words,  imagine  the  trade 
union  central  fund  as  a  kind  of  Or- 
wellian  mutual  fund,  with  the  workers 
holding  shares  in  the  central  fund, 
and  the  central  fund  holding  the 
shares  in  the  Danish  corporations. 
^  In  retuiTi  for  this,  according  to  the 
^an,  the  unions  would  greatly  mod- 
erate their  wage  demands,  which, 
though  not  extreme  by  world  stan- 
dards, are  frightening  for  Denmark, 
whose  balance-of-trade  deficit  is  the 
highest  in  the  West  and  thus  needs 
to  keep  its  exports  highly  competitive. 

The  argument  is  that  the  workers 
w£[l,  in  effect,  take  shares  instead  of 
big  wage  hikes.  And  the  money  saved 
will  go  into  industrial  expansion  rather 
than  into  consumption. 

That  is  the  economic  justification 
of  the  plan.  But  more  than  economics 
is  involved.   It  also  would  give  the 


Jorgensen  of 
Danhh  Socio/  Democrofs 

workers  and  the  unions  a  big  voice 
in  management.  How  could  it  be 
otherwise?  Within  ten  years  at  most, 
the  workers  and  unions  would  hold 
effective  working  control  of  the  whole 
industrial  and  commercial  stmcture. 
The  new  Prime  Minister,  interviewed 
by  Forbes  a  few  months  ago,  put  it 
this  way:  "We  want  to  be  repre- 
sented on  the  boards.  We  will  try 
to  realize  a  system  where  the  workers 
will  get  more  than  just  wages  for 
theii"  work." 

Wildly  Utopian?  Perhaps.  But  the 
new  Prime  Minister  and  his  fellow 
trade  unionists  are  deadly  serious 
about  it.  "In  the  long  run,"  said  Jorgen 
Hansen,  secretary  of  the  Danish  trade 
union  committee  drafting  the  pro- 
posed legislation,  "we  will  take  over 
control  of  all  the  companies  in  Den- 
mark"—by  legislation,  of  course,  rath- 
er than  by  revolution. 

Do  Jorgensen  and  his  followers 
have  the  political  clout  to  cany  this 
out?  It  remains  to  be  seen.  The  Social 
Democratic  Party  rules  in  coalition 
with  the  Socialists,  but  by  a  majority 
of  just  one  vote  in  the  179-member 
Danish  Folketing  (parliament).  Nor 
is  it  certain  that  the  ordinary  wage- 
earner  will  show  great  enthusiasm  for 
the  plan.  When  he  was  still  Prime 
Minister,  Jens  Otto  Krag  conceded: 
"It  might  be  that  the  workers  would 
rather  have  a  wage  rise." 


But  then  Krag  made  an  interesting! 
point  on  the  other  side:  "It  might  be! 
that  the  employers  would  prefer  the 
new  plan,  which  will  at  least  increase; 
the  capital  available  for  industry  and 
increase  the  ordinary  employee's  in- 
terest in  the  firm  in  which  he  is  in- 
vesting his  life's  work."  The  owners 
and  managers,  he  was  saying,  might 
prefer  this  semisocialism  to  a  situa- 
tion where  an  endless  inflationary  spi- 
ral prices  Danish  goods  out  of  for- 
eign markets,  makes  capital  unavail-' 
able  and  causes  Denmark's  yawning 
trade  deficit  to  expand  further. 

At  any  rate,  Jorgensen  and  his  fol- 
lowers plan  introducing  legislation 
next  year.  It  will  call  for  a  1%  payroll 
tax,  the  shares  going  into  a  central 
fund  administered  by  a  four-member 
group— three  trade  unionists  and  a 
fourth  appointed  by  the  government. 
The  central  fund  will  reinvest  the 
governmental  payroll  money— around 
$30  million  the  first  year— in  Danish 
industry  after  consultation  with  the 
local  workers'  committees.  The  vote 
in  parliament  could  go  either  way. 

What  about  foreign  companies, 
chiefly  Swedish  and  Noi-wegian,  with 
investments  in  Denmark?  Hansen  puts 
it  bluntly:  "It  doesn't  matter  who 
owns  the  firm;  it  will  be  the  same 
for  every  company  in  Denmark." 
Won't  this  scare  away  foreign  invest- 
ment? Hansen  concedes  it  might,  but 
argues  that  Denmark  will  gain  in  do- 
mestic savings  what  it  loses  in  foreign 
investment  as  the  money  is  reinvest- 
ed in  Danish  industry.  "Some  foreign 
investment  will  not  come.  We  accept 
this  as  a  price  we  have  to  pay." 

By  Anofher  Name? 

Is  this  simply  socialism  by  the  back 
door?  Trade  unionist  Hansen  argues 
it  is  not.  "Socialism,  no.  The  socialists 
do  not  want  the  workers  to  be  little 
capitalists,  owning  a  share  of  private 
enterprise.  In  the  end,  the  workers 
themselves,  individually,  will  get  the 
shares  and  they  will  exercise  the  vot- 
ing power  at  the  local  level. 

"We  will  have  weekend  schools  to 
teach  the  workers  about  management 
so  that  they  and  their  representatives 
can  play  their  roles  on  the  boards." 

Several  key  questions  are  still  being 
ironed  out  by  the  Federation  of  Trade 
Unions.  For  example: 

How  will  the  new  shares  be  priced? 
At  book  value?  At  market  value?  What 
happens  to  the  stock  exchange? 

How  do  you  prevent  the  change- 
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)ver  from  sending  Danish  capital  scur- 
■ying  to  less  regimented  sancluaries? 

If  parliament  or  the  voters  reject 
he  plan,  what  next?  Do  the  Social 
Democrats  give  np  on  it,  or  do  they 
push  it  all  the  harder? 

Not    surprisingly,    the    whole    idea 


drives  many  Danish  businessmen  to 
distraction.  "Economic  democracy, 
they  call  it!"  exclaims  one.  "Hell  no,  it's 
economic  demo-crazy!"  But  he  doesn't 
sneer  at  the  plan's  chance  of  adop- 
tion. Unable  to  deal  with  inflation  and 
worker     alienation     by     conventional 


means,  the  Danes  are  in  a  mood  for  ex- 
perimentation. They  see  it  this  way: 
What  if  the  plan  does  sound  more  like 
Hans  Christian  Andersen  than  Adam 
Smith  or  Karl  Marx?  Neither  Smith 
nor  Marx  seems  to  be  providing  work- 
able answers  these  days.  ■ 


Will  "Worker  Control"  Spread  to  the  U.S.? 


Having  won  the  highest  wages  in 
the  world  and  probably  the  world's 
best  working  conditions,  is  U.S.  la- 
bor going  to  start  demanding  a 
voice  in  management?  If  you  ask 
the  conventional,  old-line  union 
leadership,  the  answer  is  "No." 
They  simply  are  not  interested  in 
anything  as  complex,  controversial 
and  risky  as  worker  control.  "It's 
an  old  idea,"  says  Nathaniel  Gold- 
finger,  George  Meany's  right-hand 
man  for  policy.  "The  AFL-CIO's  of- 
ficial attitude  is  that  we  support 
any  other  nation's  union  that  wants 
it,  but  we  don't  want  it  for  the  U.S. 
We  just  don't  see  any  benefit  to 
us  in  having  representatives  on  a 
company  board  of  directors." 

The  fact  is  that  George  Meany 
and  union  leaders  like  him  prefer 
the  traditional  them-us.-us  ap- 
proach to  labor  negotiations.  They 
are  suspicious  of  anything  that  at- 
tempts to  break  down  the  sharp 
lines  between  labor  and  manage- 


ment. It  smells  to  them  like  union- 
busting  in  a  new  form. 

But  not  all  union  leaders  belong 
to  the  conservative  George  Meany 
school.  For  one  thing,  the  growth 
of  multinational  companies  has 
forced  even  the  AFL-CIO  to  think 
about  meddling  in  management 
decisions.  Unions  want  to  keep  cor- 
porations from  shifting  jobs  from 
one  country  to  another.  But  that  is 
a  management  decision,  and  how 
do  you  stop  it  without  a  voice 
in  management?  "We  haven't 
thought  about  worker  control,"  says 
a  United  Rubber  Workers  officer, 
"but  the  multinationals  may  force 
us  to  in  the  future." 

Leonard  Woodcock's  United  Au- 
to Workers  is  a  good  deal  less  con- 
sei-vative  than  is  the  AFL-CIO. 
They  don't  use  the  phrase  "worker 
control,"  but  they  talk  about  "co- 
determination."  What  does  this 
mean?  Irving  Bluestone,  head  of 
the   UAW's   General   Motors   divi- 


sion, explains:  "We  are  on  the 
threshold  of  what  will  become  the 
second  stage  of  the  road  to  indus- 
trial democracy.  We've  gone  a  long 
way  in  getting  a  bigger  share  of 
economic  well-being  for  our  work- 
ers through  collective  bargaining. 
But  we're  struggling  to  get  a  voice 
in  the  big  decisions  that  affect  the 
worldngman's  welfare. 

"The  second  stage  on  the  road  to 
industrial  democracy  will  be  to 
challenge  certain  management  pre- 
rogatives. Our  contracts  contain 
hundreds  of  pro\'isions  protecting 
the  rights  of  workers,  but  they 
still  leave  to  management  the  sole 
responsibility  about  products,  lo- 
cation of  plants  and  all  the  rest. 

"The  time  is  now  right  for  direct 
worker  participation  in  the  deci- 
sion-making process." 

To  repeat  our  question:  Will  the 
demand  for  worker  control  spread 
to  the  U.S.?  The  answer  is:  It  is 
already  making  inroads,  but  slowly. 


"/  don't  think  we  can  afford  to  refer  to  corporations 
3S  'private  enterprise' anymore." 


Wherever  he  travels  on  the  Continent,  Forbes'  European  Bureau  Man- 
ager Arthur  Jones  hears  talk  of  "workers'  control."  This  semisocialist 
movement  is  often  aimed  squarely  at  U.S. -owned  multinational  compa- 
nies. Moreover,  ideas  like  this  have  a  v/ay  of  starting  in  Europe  and 
later  crossing  to  the  U.S. 

What  is  "workers'  control"? 

It  isn't  old-fashioned  Marxism;  it's  more  sophisticated  than  that. 

It  doesn't  often  go  as  far  as  the  Danish  proposals  (see  story  p.  49). 

But  it  does  change  the  relationship  between  owners  and  employees. 
It  seriously  dilutes  the  concept  of  ownership. 

For  a  remarkably  lucid— and  somewhat  disturbing— explanation  of 
the  whys  and  wherefores  of  workers'  control,  Forbes  interviewed  Charles 
Levinson  in  Geneva,  Switzerland.  Canadian-born  Levinson  is  secretary- 
general  of  the  influential  International  Federation  of  Chemical  &  Gen- 
eral Workers  Union,  which  represents  4  million  members  of  trade 
unions  in  60  countries  in  the  chemical  and  allied  industries. 


What,    basically,    do    you    people 
want  from  business? 

Levinson:  To  see  workers  from  our 
permanent  world  coimcils  on  the 
3oards  of  multinational  corporations, 
participating  in  the  investment  deci- 
;ions  globally.  We  don't  mind  a  cor- 
poration opening  a  plant  in  Mali,  but 
before  we  agree,  we  want  to  know 


what  the  cost  will  be  to  the  workers 
in  Europe  and  North  America. 

How  would  you  bring  this  about? 

Levinson:  The  first  step  is  our  per- 
manent world  councils,  consisting  of 
trade  unionists  from  every  nation 
where  the  multinational  has  a  plant. 
These  first  councils,  for  Michelin  [the 


Levinson  of  IFCAGWU 
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French  tire  firm],  Kimberly-Clark, 
Dunlop  Pirelli,  Rhone  Poulenc  and 
otiiers,  are  establishing  worldwide  lists 
of  priority  demands  for  their  specific 
multinational— for  example,  a  40-hour 
week,  which  is  not  standard  around 
the  world.  If  one  subsidiaiy  holds  out, 
we  can  bring  to  bear  the  collective 
muscle  of  all  the  workers  in  the  cor- 
poration on  that  subsidiary. 

How  do  you  bring  it  to  bear? 

Le VINSON:  We  collect  continuing  in- 
formation on  30  major  world  corpora- 
tions on  wages,  working  conditions 
and  new  contracts.  Any  union  bar- 
gaining with  one  of  these  corpora- 
tions anywhere  has  these  facts  at  its 
fingertips  on  what  the  corporation  is 
doing  globally  on  job  classifications, 
or  wages  and  hours,  or  whatever. 

But  that's  not  the  same  as  muscle. 

Levinson:  Muscle?  Not  long  ago 
there  was  a  strike  at  du  Pont  of  Ca- 
nada, in  Ontario.  The  workers  there 
heard  du  Pont  was  planning  to  trans- 
fer production  from  the  struck  On- 
tario plant  to  Europe,  so  they  tele- 
phoned to  ask  if  we  could  control  it. 
And  we  did.  We  found  out  that  the 
production  stepup  was  planned  not 
for  Europe  but  for  two  U.S.  plants, 
to  compensate  for  lost  Canadian  pro- 
duction. By  informing  the  U.S.  plant 
locals,  we  were  able  to  stop  it. 

But  that  still  isn't  international  bar- 
gaining on  wages  and  conditions. 

Levinson:  No,  not  yet.  But  there  can 
be  and  will  be  bargaining  in  severa^ 
countries  simultaneously  with  the 
same  company,  each  country  having 
its  own  national  demands.  In  Fiji— 
where  for  $10,000  a  year  we  could 
keep  the  whole  union  movement  on 
strike— they  would  not  ask  for  the 
same  pay  or  increases  as  the  U.S. 
worker.  But  we  are  increasing  the 
pressure  we  can  all  bring  to  win  what- 
ever are  the  local  demands— in  Fiji 
or  the  U.S.  We  can't  set  their  priori- 
ties; they  must  do  that.  What  we  can 
do,  through  the  permanent  world 
councils,  is  strengthen  the  union's 
hand  at  all  the  bargaining  tables. 

You  seem  to  be  blaming  manage- 
ment for  wanting  to  go  where  it  can 
find  the  most  favorable  labor  condi- 
tions andjhe  best  markets. 

Levinson:  Multinational  corporations 
have  to  stop  exporting  jobs  from  one 
country  to  another  as  an  investment 
ploy.  There  has  to  be  loyalty  to  some 
workers  and  some  nation  somewhere. 
Or  else  prepare  for  a  really  big  re- 
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Have  you 
been  ^ 

watching 
us? 


On  February  16th,  1970,  we 
started  the  Allstate  Enterprises  Stock 
Fund,  Inc. 

Its  objective:  long-term  growth, 
investing  in  diversified  industries. 

Our  performance  thus  far,  we 
believe,  would  interest  you  . . .  and  we 
cordially  invite  you  to  write  for 
our  prospectus. 

Allstate  Enterprises  Management  Company 

Box  176-L 

Northbrook,  Illinois  60062 

/instate 
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The  bilingual  staff  of 
the  Meridien  Paris  did 
everything  from  arrang- 
ing my  appointments  to 
translating  the  business 
page  of  Le  Monde." 


If  Introductory  French  seems 
a  long  way  back,  count  on  the 
deluxe  Meridien  Paris'  U.S. 
trained,  bilingual  management  to 
make  your  business  trip  as  suc- 
cessful and  unruffled  as  possible. 
We'll  do  all  we  can— short  of  sign- 
ing the  contract.  Count  on  us  for  a 
magnificent  room.  Great  restau- 
rants. Speedy  check-in.  The 
Meridien  Paris.  We  make  business 
a  pleasure. 

HOTEL  MERIDIEN  PARIS  r^  /-^^^ 


The  first  link  in  the  worldwide  chain  of 
Meridien  Hotels. 

Just  twenty  minutes  from  Orly 
international  Airport.  Five  minutes 

from  the  Arc  de  Triomphe. 

For  Individual  Bookings:  Call  Loews 

Reservations,  Inc.  in  the  U.S.  and 

Canada 

For  Group  Bookings:  Call  MERIDIEN 

HOTELS  212-832-3050 


THOUGHTS 
FOR 

INCREASED 
PERSONAL 

POWER 

Oiuiffv  (fotw  (U)p(j 

Uuf,  (A  FREE! 


THOUGHTS 
fOR 

WCREASEO 
PERSONAL 


POWER  i 

-  a 


THOUGHTS  FOR  INCREASED  PER- 
SONAL POWER  is  a  collection  of 
quotations  from  the  writings  of  Paul  J. 
Meyer,  including  his  well-known  Million 
Dollar  Personal  Success  Plan. 

With  this  free  booklet,  we'll  send  you 
information  describing  a  business  oppor- 
tunity with  Success  Motivation  Institute. 
S.M.I,  is  a  pioneer  and  leader  in  the 
knowledge  /  education  /communications 
industry. 

Send  for  your  free  copy  of  THOUGHTS 
FOR  INCREASED  PERSONAL  POWER 
and  the  Business  Opportunity  informa- 
tion today  at  no  obligation  to  you. 

Success  Motivation  Institute,  Inc. 

Paul  J.  Meyer,  President 
Box  7614   Dept.  FBS  11-2 
Waco,  Texas  76710 
Telephone  817-776-1230 

(Call  Collect) 


think  of  industrial  society,  or  full  in- 
come for  unemployment,  so  a  man 
can  survive.  You  can't  have  it  both 
ways.  What  is  leisure  for  the  middle 
class  is  unemployment  for  the  worker. 

There  goes  capitalism  and  free  en- 
terprise. How  can  management  man- 
age if  it  can't  make  its  decisions  on  a 
profit -and-loss  basis? 

Levinson:  I  don't  think  we  can  af- 
ford to  refer  to  coiporations  as  "pri- 
vate enterprise"  anymore.  They're  not. 
Despite  some  private  ownership,  all 
corporations  today  are  public  institu- 
tions. Management  cannot  afford  to 
take  risks,  the  capital  investments  are 
too  high;  governments  cannot  allow 
large  corporations  to  go  under,  the 
economic  and  employment  conse- 
quences are  too  great.  So  why  don't 
we  just  cut  out  some  of  this  crap  and 
look  at  industrial  society,  the  multi- 
nationals, for  what  they  are. 

What  are  they? 

Le  VINSON:  Modem  management  has 
become  a  conservative  animal:  There 
is  no  more  risk-taking  with  capital  on 
the  scale  we  talk  about  today.  The 
chemical  industry  in  the  1970s  will 
be  investing  two  to  three  times  its 
average  for  the  Sixties,  and  four  to 
five  times  that  of  the  Fifties.  A  mod- 
ern ethylene  plant  is  a  100,000-ton 
thing;  in  the  Fiftie.s  it  was  15,000. 
Minimizing  the  risk  is  what  modem 
management  technology  is  all  about. 

Why  is  this  bad  for  labor?  Doesn't 
labor  benefit  from  stability,  too? 

Levinson:  Labor  pays  for  capital  in- 
vestment because  capital  investment 
doesn't  create  jobs;  it  creates  unem- 
ployment. In  something  as  capital-in- 
tensive as  a  new  chemical  complex, 
the  labor  costs  are  so  small  as  to  be 
insignificant.  You've  got  to  have  econ- 
omies of  scale,  you've  got  to  invest, 
you're  going  to  create  unemployment. 
Therefore  somebody  had  better  be 
ready  to  cope  with  the  workless  so- 
ciety. Who?  Everybody  dodges  the 
issue.  How  many  of  the  unemployed 
in  the  U.S.  will  ever  again  have  jobs? 
It  depends  entirely  on  the  industry 
they  are  in.  In  those  countries  where 
we  are  patriotically  fighting  inflation, 
we  are  financing  unemployment. 

Investment  furthers  unemployment? 

Levi.n.son:  The  more  a  government 
stimulates  investment  today,  the  more 
it  contributes  to  unemployment.  Tax 
incentives  and  investment  credits  fa- 
cilitate investment— that's  great,  it's 
necessary,   it  should  be  done.   But   it 


carries  with  it  the  threat  of  unem- 
ployment. Look  at  why  management 
raises  extra  capital:  Part  of  it  goes  into 
technologN',  which  reduces  labor  costs. 
Why  does  management  want  to  re- 
duce labor  costs?  Because  it  needs 
cash  flow  for  more  investment.  I  ar- 
gue that  maximizing  cash  flow  is  to- 
day the  major  cause  of  inflation. 


How's  that  again? 


Levinson:  Damn  right.  The  other 
causes  of  inflation  are  marginal  stutt. 
Cash  flow  today  represents  about  90^ 
of  capital  throughout  industry.  If  you 
don't  get  your  capital  from  cash  flow, 
you  just  don't  get  it.  And  if  you  want 
to  play  in  the  big  leagues,  you  have 
to  have  capital.  There  isn't  enough  in 
the  outside  money  market  for  all  of 
today's  demands.  The  petroleum  in- 
dustiy  reckons  on  a  $500-billion  ex- 
penditure in  the  next  decade.  Where 
is  it  going  to  be  raised?  Cash  flow. 
So  they  have  to  optimize  every  cent. 
And  because  every  cent  they  give  up 
in  pay  increases  means  another  cent 
they  have  to  borrow  outside  at  8'r, 
the  pressure  is  really  on.  Inflation  is 
primarily  due  to  corporations  compet- 
ing for  capital,  either  by  maximizing 
internal  cash  flow  or  hunting  world- 
wide for  external  sources. 

If  governments  and  society  don't 
understand  that  this  emphasis  on  cash 
flow  is  the  primaiy  cause  of  inflation, 
because  the  coiporation  is  caught  up 
in  the  growth  syndrome,  then  society 
will  come  a  cropper. 

If  the  name  of  the  game  is  growth, 
if  capital  accumulation  for  further  in- 
vestment is  what  a  large  part  of  our 
economic  activity  is  now  really  being 
devoted  to,  then  the  dynamics  of  tech- 
nology mean  inlierent  insecurities, 
with  tremendous  psychological  conse- 
quences for  the  average  worker  in 
the  average  industrial  nation.  This  is 
going  to  l)e  far  more  important  than 
poverty:  It  means  a  society  increas- 
ingly hung  up  on  its  own  tensions. 

So  you  regard  inflation  and  unem- 
ployment as  a  kind  of  tax  levied  oti 
ivorking  people  by  the  corporations 
to  finance  their  expansion.  Besides 
controlling  the  nndtinationals,  what 
do  you  propose  doing  with  workers' 
control—forcing  corporations  to  turn 
some  of  that  cash  flow  over  to  the 
workers  instead  of  invesiing  it? 

Levinson:  We  think  we  can  force 
the  companies  to  share  with  the  work- 
ers the  cash  flow  they  are  using  for 
investment  by  giving  the  workers 
some  appropriate  eciuity  in  that  cash 
flow,  giving  them  title  to  a  share  of 
the  ca.sh  flow  being  put  l)ack  inlo 
investment.   ■ 
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Business  used  tolhinkthis  kind  of  thing 
was  none  of  its  business. 


Businessmen  once  felt  they 
were  doing  a  good  job  if  they  kept 
their  customers,  employees  and 
stockholders  happy. 

Most  of  the  business  community 
today,  however— from  retailer  to 
corporate  executive— feel  a  special 
responsibility  to  improve  the  quality 
of  our  national  life. 

We  do  too.  And  we're  acting  on  it. 

A  ballet  from  Belgium 

For  example,  a  grant  from  ITT  to 
the  Brooklyn  Academy  of  Music  in  New 
York  helped  finance  the  American 
debut  of  Maurice  Bejart's  Ballet  of  the 
20th  Century  from  Belgium. 

We  felt  that  this  gifted  young  troupe 
deserved  an  opportunity  to  perform 
before  American  audiences.  We  were 


certain  they  would  be  appreciated. 
And  they  were. 

A  preventive  drug  program 

We're  funding  a  series  of  seminars 
in  selected  communities  conducted  by 
the  Institute  for  the  Advancement 
of  Criminal  Justice.  Their  aim  is  to  tell 
educators  and  parents  how  to  identify 
symptoms  of  drug  abuse.  How  to 
stop  the  growth  of  addiction.  And  how 
to  analyze  community  conditions 
that  lead  to  the  use  of  drugs. 

Jobs  (or  the  disadvantaged 

As  a  member  of  the  National 
Alliance  of  Businessmen,  we've  hired 
four  times  the  national  average  of 
workers  from  disadvantaged  groups. 

And  we're  proud  to  provide 
financial  and  manpower  support  for 


the  Urban  Coalition  movement. 

More  problems  than  solutions 

At  present,  we're  conducting  a 
number  of  social  action  programs— 
from  a  nutritional  program  for  poverty 
areas  to  ecologically  sound  waste 
disposal  systems. 

But  it  is  all  only  a  start.  For  the  harsh 
fact  of  the  matter  is,  this  country 
has  more  problems  than  it  has  solutions. 

But  we're  working  to  help  close 
the  gap. 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Avenue,  New  York, 
New  York  10022. 
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Don't  Tan 
Vourself 
Too  much! 


The  Government  doesn't  want 
you  to. 

Neither  do  we. 

That's  why,  every  year  at  this 
time,  we  offer  investors  an  honest 
chance  to  save  on  income  taxes. 

How? 

With  our  brand  new  Tax  Guide. 

Here's  just  about  all  the  help 
nearly  anybody  needs  to  take  full 
advantage  of  1972  capital  gain  and 
loss  provisions;  from  half  a  dozen 
specific  examples  on  how  they 
apply  in  particular  circumstances— 
to  five  pages  of  step-by-step 
worksheets  that  should  spell  out 
exactly  where  you  stand  on  taxes— 
and  just  how  much  you  can  save. 

What's  more,  you'll  find  a  list  of 
more  than  700  stocks  that  could 
represent  profitable 
opportunities 
for  tax-switches— 
and  upgrade  your 
portfolio  besides. 

If  you'd  like  to 
receive  the  free 
copy  of  this  Tax 
Guide  that  we're 
holding  for  you, 
simply  mail  the 
coupon. 
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Yes,  please  send  me  your 
"1972  TAX  GUIDE." 
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Name 

Address 

City 

State 

Zip 

Telephone 

Re3^olds@ 

oecunties  Inc.  ^^ 

MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC. 
AND  OTHER  LEADING  EXCHANGES 

120  Broadway,  New  York,  N.  Y.  10005 
Offices  Coast  to  Coast 


Money  in  the  Bank 

Why    would   Dow    Chemical    want   its    own 
Swiss  bank?  Why,  to  make  money,  of  course. 


"That's  ridiculous,"  snapped  Dow 
Chemical  Chairman  Carl  Gerstacker. 
Forbes  had  asked  Gerstacker  why 
Dow  had  spent  $23  million  to  set  up 
its  own  private  Swiss  bank,  a  bank 
that  returns  only  10%  on  equity  vs. 
14%  for  Dow  as  a  whole.  Was  it  to 
use  Switzerland  as  a  money  haven? 

"Absolutely  not,"  says  Gerstacker. 
"We  set  up  this  bank  very  publicly. 
We've  never  taken  numbered  ac- 
counts. Nor  personal  accounts.  And 
the  bank  does  not  do  any  business 
with  Dow  Chemical." 

Is  that  because  the  Swiss  insisted 
on  an  arms-length  deal?  "No,"  retorts 
Gerstacker.  "It's  the  Caesar's  wife 
syndrome.  If  y<ou  conduct  yourself  in 
this  fashion  you  are  above  reproach." 

In  fact,  it  was  worry  over  Ameri- 
ca's monetary  and  fiscal  policies  that 
led  Dow  Chemical  into  Swiss  banking. 

In  the  mid-Sixties,  when  the  inter- 
national monetary  crisis  was  just  be- 
ginning to  loom,  Dow  had  earmarked 
$23  million  for  foreign  plants.  But 
business  did  not  warrant  building  the 
plants  much  before  1970.  Gerstacker 
feared  that  if  the  money  crisis  wors- 
ened, the  U.S.  authorities  might  re- 
strict capital  outflow.  His  interim  so- 
lution: Send  the  $23  million  to  Eu- 
rope to  be  managed  as  a  medium-term 
investment  by  a  European  bank. 

But  there  was  a  hitch:  "We  couldn't 
find  any  bank  doing  this  type  of  me- 
dium-term business,"  says  Robert  Ben- 
nett, now  chairman  of  Dow  Banking. 
Nor  did  European  banks  make  loans 
involving  more  than  one  currency. 

Gold  Is  Where  You  Find  It 

Old  money  manager  Gerstacker 
knows  a  business  opportunity  when 
he  sees  one.  So  he  took  the  $23  milHon 
and  set  up  Dow  Banking  in  1965  in 
Zurich  to  do  what  the  Swiss  would  not 
do:  make  medium-term,  multi-curren- 
cy loans  to  corporations. 

It  was  a  well-timed  move.  The 
Eurocurrency  market— those  dollars, 
marks  and  francs  circulating  beyond 
government  and  central  bank  controls 
—has  swept  from  $12  billion  in  1965 
to  over  $100  billion.  "We've  loaned 
to  some  of  the  largest  companies  in 
the  world,"  says  Bennett. 

With  $300  million  in  assets,  Dow 
Banking  is  now  the  27th  largest  bank 
in  Switzerland  and  the  fifth  largest 
foreign  bank  based  there.  In  1971  it 
earned  $3.1  million,  more  than  dou- 
ble the  figure  for  its  first  full  year, 
1966.  Says  Gerstacker,  "I  expect  the 
bank  to  return  14%  on  capital  by  1975 


More  banks  for  Dow?  "We 
c/on'f  feel,"  says  Gerstacker, 
"we're  limited  to  chemicals." 


as  it  expands  its  services."  Dow  Bank- 
ing already  discounts  Eastern  Eu- 
ropean paper,  offers  financial  advice 
on  acquisitions  and  has  helped  un- 
derwrite 36  corporate  and  govern- 
ment issues  in  18  months. 

"We  could  have  a  substantial  fi- 
nancial business,"  says  Gerstacker. 
"Remember,  we  once  nearly  bought 
Hartford  Fire  Insurance.  We're  look- 
ing for  opportunities." 

That's  obvious.  In  1966  Dow 
bought  45%  of  Banco  Cidade  de  Sao 
Paulo  in  Brazil.  This  year  Dow  and 
its  Brazilian  partners  opened  banks 
in  Grand  Cayman  and  Zurich  to  raise 
oflFshore  funds  iov  Latin  American 
businesses.  In  Amsterdam,  Dow  al- 
ready has  a  40%  interest  in  Bank 
Mendes  Gans,  which  it  uses  to  con- 
vert funds  from  its  chemical  opera- 
tions into  different  currencies.  Being 
its  own  currency  changer  makes  sense, 
when  Dow  does  some  42%  of  its  busi- 
ness overseas. 

Of  course,  what  inevitably  hapjiens 
to  a  good  idea  is  that  other  people 
copy  it.  Already  dozens  of  banks  in 
Switzerland  and  other  European  coun- 
tries are  vying  with  Dow,  from  New 
York's  Chase  Manhattan  and  First 
National  City  to  companies  like  Fire- 
stone Tire  and  Cummins  Engine. 

Is  Gerstacker  worried?  "We've  built 
up  a  lead,"  he  says.  But  then,  he  has 
already  gotten  part  of  his  money  out. 
This  summer  Dow  sold  about  25%  of 
Dow  Banking  to  Japan's  Fuji  Bank 
for  an  estimated  $14  million,  over 
half  of  its  original  investment.  Why? 
"The  bank  needed  standby  capital 
of  $25  million  to  $50  million,  which 
Fuji  could  supply,"  explains  Bennett. 
"It  was  growing  fast,  and  Dow  Chem- 
ical couldn't  tie  up  that  much." 

With  such  worries,  no  wonder  Gei- 
stacker  says,  "I'm  not  complaining."  ■ 
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The  Money  Men 


The  Prime  of  Mr.  Bill  Finerman 


Back  in  the  Fifties  a  veteran  prize 
fighter  named  Tiger  Jones  outboxed 
many  of  the  top  middleweights 
around.  He  was  a  classic  counter- 
puncher.  He  waited  for  his  op- 
ponent to  try  to  hit  him,  ducked 
the  blow  and  shot  home  a  left  jab 
of  his  own.  In  his  prime  he  was 
beautiful  to  watch.  But  over  the 
years  his  reflexes  slowed  and  his 
timing  eroded.  He  could  still  see 
the  punches  coming,  but  he 
couldn't  react  in  time.  The  blows 
landed  and  snapped  back  his  head. 
Again  and  again.  He  got  tired  of 
losing  and  quit. 

All  was  not  well  with  Bill  Finer- 
man  on  Oct.  5  as  he  drove  in  pre- 
dawn darkness  along  a  Los  Angeles 
freeway  to  his  job  at  the  Pacific 
Coast  Stock  Exchange.  The  day 
before,  the  veteran  stock  specialist 
had  taken  a  severe  beating  while 
making  the  Pacific  Coast  markets 
in  such  supervolatile  stocks  as 
Natomas,  Levitz  Furniture,  Cur- 
tiss-Wright,  Syntex,  Polaroid  and 
Bausch  &  Lomb.  In  five  hours,  he 
dropped  $24,000,  almost  all  out 
of  his  own  pocket. 

Finerman  doesn't  operate  like  an 
ordinary  investor.  As  a  specialist, 
his  job  is  to  insure  orderly  prices  in 
35  stocks.  So  he  must  trade  when 
a  lack  of  other  buyers  or  sellers 
threatens  to  drive  prices  way  down 
or  way  up.  He  steps  in,  sets  rea- 
sonable prices  and  proceeds  t(r 
trade  against  the  market— buying 
as  prices  fall  and  selling  as  prices 
rise.  The  timing  and  extent  of  his 
trading  is  a  matter  of  discretion 
(too  much  discretion,  critics  say). 
In  return  for  the  market-making, 
he  gets  to  earn  nickels  and  dimes 
on  a  lot  of  trades.  They  add  up. 

For  more  than  a  week  Finerman 
had  been  looking  for  stock  prices 
to  rise  and  trigger  a  sustained  rally. 
So  early  on  Oct.  4,  when  the  Dow 
Jones  industrials  started  climbing, 
he  bought  extra  shares  of  his  stocks 
expecting  that  later  buyers  would 
pay  even  more  for  them.  He 
guessed  wrong.  The  rally  fizzled  at 
midday,  and  the  Dow  closed  down 
3  points  to  951. 

"Yesterday  morning,"  said  Finer- 
man,  wincing  as  he  relived  the 
day,  "The  Wall  Street  Journal  car- 
ried an  article  questioning  Curtiss- 
Wright's  management  team.  Bar- 
ron's   and    Forbes    raised    similar 


questions.  The  public  reacted  by 
dumping  some  Curtiss  shares,  driv- 
ing down  the  price,  and  I  countered 
by  buying  about  $55,000  worth. 
Remember,  the  overall  market  was 
up.  I  figured  Curtiss  would  start 
up,  too.  Instead,  Curtiss  sank  $7 
and  another  of  my  glamour  stocks, 
Levitz  Furniture,  took  a  dive.  Even- 
tually they  soured  the  market  and 
all  the  stocks  went  bad." 

Stuck  with  extra  shares  in  a  fall- 
ing market,  Finerman  gritted  his 
teeth  and  sold  out  at  substantial 
losses:  $15,700  in  Curtiss- Wright 
and  $2,800  in  Levitz.  He  had  other 
losers,  too.  In  all,  it  was  his  worst 
day  since  February. 

Losing  money  troubles  Finer- 
man.  Perhaps  more  than  most  spe- 
cialists who  are  members  of  large 
brokerage  firms.  Finerman  works 
for  himself,  as  majority  owner  of 
his  two-year-old  company  (which 
has  a  $500,000  capitalization  in- 
cluding his  life's  savings).  Indeed, 
Finerman  &  Co.  is  the  last  free- 
lance specialist  left  at  the  Pacific 
Exchange.  "The  bad  markets,"  says 
Finerman,  "wiped  out  the  others." 
So  far  this  year  Finerman's  cagey 
market-making  in  35  highly  active 
stocks  has  netted  his  firm  roughly 
$200,000.  But  it  wouldn't  take 
many  $24,000  wipeouts  to  put  him 
in  Endsville. 

"It's  not  losing  that  $24,000  yes- 
terday that  worries  me,"  Finerman 
told  Forbes  shortly  after  trading 
opened  the  following  day,  the 
fifth.  "It's  a  much  more  personal 
question.  I  trade  on  my  market 
judgment  and  my  reactions.  If  they 
desert  me,  what  do  I  have  left? 

"Look  around,"  said  Finerman, 
gesturing  to  the  circle  of  trading 
desks  on  the  cavernous  exchange 
floor.  "You  don't  see  many  old  spe- 
cialists, do  you?  At  43,  I'm  about 
the  oldest  guy  out  here.  This  is  a 
young  man's  game.  Why?  Partly 
because  slicing  up  eighths  and 
quarters  of  a  point  all  day  long  to 
make  a  profit  tends  to  grind  you 
down.  You  have  to  trade  with  con- 
viction, even  when  you  don't  have 
any.  That  takes  a  strong  stomach." 

Finerman,  whose  owlish  face 
seems  older  than  43,  adjusted  the 
green  eyeshades  he  wears  to  pro- 
tect his  eyes  from  the  dim  over- 
head lights,  leaned  against  his 
chest-high   desk   on   the   exchange 


Finerman  of  Finerman  &  Co. 

floor  and  began  playing  the  young 
man's  game.  He  stood  there  for 
the  next  five  hours  concentrating 
on  the  moving  tapes  of  stock  quota- 
tions from  the  New  York,  American 
and  Pacific  exchanges  are  mount- 
ed on  the  wall  across  the  way. 

Every  minute  or  two  his  phone 
rang  or  a  floor  trader  for  a  retail 
house  walked  over  to  confer  in  a 
shorthand  language.  In  his  soft, 
measured  voice  Finerman  would 
say  something  like:  "The  market 
is  4/8  and  4J2.  Okay,  we're  selling 
2  at  4/2."  His  25-year-old  assistant, 
Gary  Bowers,  recorded  the  trades. 
(In  that  case,  Finerman  sold  200 
Curtiss- Wright  shares  at  $34.50 
each.)  Finerman  made  money  on 
some  of  the  trades,  lost  on  others, 
but  through  it  all,  he  went  right  on 
staring  at  the  i  apes'  flashing  yel- 
low stock  symbols— and  testing  his 
market  judgment  as  well  as  his 
reflexes. 

"I'm  still  waiting  for  a  Nixon 
rally,  just  like  I  was  yesterday," 
Finerman  told  Forbes.  "I  think 
Nixon  will  throw  in  a  bagfull  of 
goodies  soon.  Real  big." 

As  Finerman  spoke,  the  market 
had  already  opened  down  4  points. 
But  at  8:45  a.m..  Pacific  Coast 
time,  the  wall-sized  Dow  Jones 
newswire  to  Finerman's  left  re- 
ported  President    Nixon    had    just 
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Only  one  communications  company 

keeps  85,000  installation  and 
maintenance  vehicles  on  the  road. 


That  company  includes,  of  course,  your  local  Bell  Company. 

With  230,000  men  and  women  assigned  to  installation  and 
maintenance. 

With  more  than  85,000  vehicles  serving  as  depots  on 
wheels,  ready  to  get  your  communications  equipment  in  and  back 
to  work  fast. 

With  1800  Bell  System  Repair  Service  Centers  all  across 
the  country  you  can  call  day  or  night. 

All  of  this  says  big,  fast,  and  reliable.  It  also  says  small,  fast, 
and  reliable. 

Because  we  bperate  all  across  the  country.  In  cities.  Towns. 
Neighborhoods. 

Your  call  for  help  is  never  Long  Distance.  With  us,  it's  always 
a  local  call. 

When  it  comes  to  service,  Bell  System  maintenance  is  one  of 
the  best  bargains  in  your  telephone  bill. 

AT&T  and  your  local  Bell  Company. 


The  Money  Men 


said  V'ietnam  peace  negotiations 
had  entered  a  "sensitive  stage." 
Other  speciahsts,  sensing  a  rally, 
hollered.  Finerman  kept  mum. 

Sure  enough,  buyers  started  bid- 
ding up  prices  an  eighth  of  a  point 
here,  a  quarter  there.  Under  such 
circumstances  the  specialist's  obli- 
gation is  to  sell  to  buyers  who  can't 
find  shares  elsewhere.*  However, 
he  can  sell  any  extra  shares  into  the 
nuuket,  through  a  competing  spe- 
cialist, like  any  other  stockholder. 
That's  what  Finerman  began  doing 
at  around  9  a.m.,  in  a  limited  way, 
with  Curtiss-Wright,  Levitz  and 
Polaroid.  He  could  have  unloaded 
more,  but  he  figured  that  Nixon's 
peace  announcement  would  propel 
prices  even  higher. 

As  he  continued  trading  against 
the  market,  Finerman  explained: 
"This  is  purely  a  mechanical  reac- 
tion dictated  by  good  trading  dis- 
cipline. I  always  sell  when  the  tape 
is  running  two  or  three  minutes 
late  on  the  upside  because  then  I 
know  there  are  buyers  out  there 
who  are  paying  top  dollar.  About 
70%  of  my  trades  are  like  that,  all 
reflexes  and  reaction  time.  If  you 
stop  and  think,  you  get  buried. 

"Even  if  my  overall  market  judg- 
ment is  off,  I  can  get  by  on  trading 
discipline.  The  terminal  disease 
around  here  is  getting  emotionally 
attached  to  a  stock.  When  instead 
of  saying:  'This  is,'  you  start  say- 
ing, 'This  can't  be,'  you're  dead." 

As  he  stared  at  the  tapes'  flash- 
ing symbols,  Finerman  recalled  one 
of  his  old  affairs:  "The  first  quarter 
in  1969  that  I  handled  Natomas,  it 
doubled  to  $60  and  I  cleared  a  six- 
figure  profit.  By  then  I  had  con- 
vinced myself  that  the  stock  had 
had  it.  I  went  short  5,000  shares 
waiting  for  the  price  to  drop.  It 
climbed  to  $132.  I  lost  $100,000 
in  a  month." 

The  moral,  said  the  old  philoso- 
phy major,  is  this:  "The  market 
teaches  humility." 

As  the  clock  approached  10  a.m., 
it  was  obvious  to  Finerman  that 
the  Nixon  peace  rally  was  a  bust. 
Like  the  day  before,  he  had  been 
too  optimistic.  But  his  basic  trad- 
ing instincts  had  saved  him  this 
time.  At  least  he  had  sold  some 
stocks  during  the  40-minute  rally. 

"How  strong  is  my  trading  dis- 


*0n  the  Pacific  Exchange,  where  liquidity 
tends  to  be  a  luxury,  specialists  handle  85%  of 
the  trades,  vs.  18%  for  the  New  YorK  Stock  Ex- 
change. On  average,  the  Pacific  trades  about  1.25 
million  shares  a  day,  valued  at  $30  each. 


cipline?  I  hope  I  never  have  to 
find  out.  I  follow  this  pattern.  If 
my  market  judgment  is  off  three 
days  in  a  row,  I  retreat  into  my 
shell.  As  soon  as  I  buy  100  shares, 
I  sell  them.  I  just  try  to  get  back 
to  zero.  I  don't  earn  much,  but  I 
don't  lose  much  either.  It's  like  my 
divorce.  My  first  marriage  wasn't 
working;  I  had  to  get  back  to  zero 
before  I  could  think  straight  again. 

"I'll  tell  you  this.  "  I  haven't 
changed  my  trading  style  since  go- 
ing on  my  own  in  1970.  I'm  no 
more  defensive  or  adventurous  with 
my  money  than  I  was  during  the 
nine  years  I  was  trading  with 
Schweickart  &  Co. 

At  10:22  the  Dow  Jones  wire 
reported  that  Chairman  Roy  Chapin 
had  announced  that  some  Ameri- 
can Motors  cars  would  eventually 
have  Wankel  engines.  That  was 
good  news  for  Curtiss-Wright, 
which  will  collect  royalties  on  each 
Wankel  built  in  North  America. 

Immediately  on  the  New  York 
Exchange,  which  maintains  the 
principal  Curtiss-Wright  market, 
the  stock  shot  up  a  half  point  to 
$35.  "It'll  climb  more.  You  don't 
need  good  management  to  collect 
royalties,"  said  Finerman.  "I'll  start 
selling  in  about  20  minutes." 

Ten  minutes  later  the  stock  was 
still  climbing.  But  Finerman  had 
apparently  seen  something  on  that 
moving  New  York  tape  that  he 
didn't  like.  Maybe  it  Avas  the  vol- 
ume. Or  the  frequency  of  trades. 
Or  maybe  it  was  something  he 
could  only  feel  in  his  stomach.  He 
grabbed  his  direct  phone  to  the 
New  York  Exchange  and  tried  to 
sell  2,000  shares  at  $35.50.  "Hello, 
hello."  No  one  answered.  For  an 
instant  he  peered  into  the  receiver, 
as   though   trying   to   see   if   there 


was  anyone  on  the  other  end  in 
New  York.  He  slammed  down  the 
phone  and  grabbed  another.  Across 
the  tape  came  the  Curtiss-Wright 
symbol  and  a  new  price:  $35  even. 
He  reached  New  York,  but  was  dis- 
Qonnected.  He  stood  shouting  his 
sell  order  into  a  dead  phone. 

"Have  you  sold  the  stock  yet?" 
he  was  asked.  He  replied  angrily, 
his  one  and  only  show  of  emotion 
all  day:  "Who  knows?  I  may  never 
sell  it."  Finally  he  got  through, 
about  three  minutes  later  than  he 
intended.  By  then  the  stock  was 
down  to  $34.50.  He  sold  anyway. 

"That's  a  perfect  example  of  a 
knee-jerk  trade.  The  news  came 
over,  the  stock  climbed  one  point 
and  I  tried  to  sell.  Pure  reflexes.  I 
didn't  call  an  auto  analyst  and  ask 
how  much  earnings  Curtiss-Wright 
might  get  from  American  Motors.  I 
called  New  York  and  tried  to  sell 
while  the  stock  was  still  going  up. 
And  thanks  to  the  damn  phones,  I 
didn't  do  that  fast  enough.  This  is 
not  a  contemplative  life." 

That  got  Finerman  talking  about 
his  own  cynical  view  of  analysts  in 
particular  and  the  stock  market  in 
general:  "Analysts'  reports  are  too 
opinionated  and  therefore  mean- 
ingless. Sure,  earnings  motivate 
the  market,  but  earnings  are  large- 
ly manufactured  by  accountants. 
Take  the  airlines  in  the  mid-Sixties. 
For  years  they  depreciated  their 
planes  over  five  years.  But  then 
the  accountants  said  they  could 
depreciate  their  new  jets  over  12 
years.  Suddenly  their  same  old 
earnings  looked  a  lot  higher." 

Though  Finerman  strives  to  think 
of  his  stocks  only  as  trading  sym- 
bols, not  companies,  he  shared 
these  dark  thoughts  about  Levitz 
Furniture:  "The  stock  may  rebound 
some.  But  if  Sears,  Roebuck  ever 
decides  to  get  in  the  warehouse 
furniture  business,  Levitz'  recent  de- 
cline from  $47  to  $24  will  look  like 
an  uptick.  A  guy  here  had  a  great 
idea  to  lift  the  stock.  He  .says  Levitz 
should  put  Wankel  engines  in  their 
rocking  chairs." 

While  he  spoke,  a  big  block  of 
Levitz  crossed  the  tape,  down  an- 
other half-point.  At  11:15  young 
Bowers,  his  assistant,  warned  him 
that  a  local  broker  who  was  trying 
to  peddle  another  Levitz  block  was 
apparently  acting  for  Goldman, 
Sachs  &  Co.,  the  New  York-based 
firm.  If  his  prices  were  higher  than 
those  back  East,  the  block  might 
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New  York 


Plwladelphia 


Chicago 


St.  Louis 


San  Francisco 


Los  Angeles 


Source:  Presidential  votes  cast  in  1968  as  a  percent  of  the  estimated  population  of  voting 
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(Copyright  by  Congressional  Quarterly,  Inc.,  Washington,  D.C. )  as  contamed  within  "Statistical 
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If  you're  a  politician,  you 
know  the  answer  is  Chicago. 

Among  these  cities,  it  had 
the  best  voter  turnout,  of  those 
eligible  to  vote,  in  the  last 
Presidential  election. 

Chicago's  turnout:  68.3%. 

Which  compares  with 
6 1 .8%  for  the  U.S.  as  a  whole. 

So  in  1968  only  about  six  of 
every  ten  Americans  who 
could  vote  for  the  next 
President  did  so. 

Why  so  few? 

The  CBS  Owned  AM 
radio  stations  in  these  seven 
cities  believe  that  a  reason 
for  lack  of  interest  is  lack 
of  information. 

So  we  try  to  stimulate  the 
one  by  supplying  the  other. 

Before  the  primaries. 
New  Yorkers  could  write  to 
WCBS  Newsradio  for  the  ten- 
year  voting  records  of  the  then 
1 1  Presidential  candidates. 

KNX  Newsradio  brought 
Los  Angeleno*  three  full-hour 
broadcasts  of  editorial  endorse- 
ments and  rebuttals  on  1972 
California  office-seekers. 

WEEI  Boston  won  a 
national  award  for  its  drive  to 
register  18-,  19-and  20-year-olds. 

With  this  kind  of  political 
information,  we  help  get  out 
the  vote. 

Because,  to  update  an  old 
American  slogan,  we  don't 
believe  in  taxation— or  anything 
else— without  representation. 

And  there's  only  one  way 
to  get  it. 

The  CBS  Owned 
AM  Stations 

We  feel  responsible  to  over 
60  million  people. 

WEEI  Newsradio  59.  Boston 
WCBS  Newsradio  88,  New  York 
WCAU  Radio  121.  Philadelpliia 
WBBM  Newsradio  78.  Chicago 
KMOX  1120.  St.  Louis 
KCBS  Newsradio  74,  San  Francisco 
KNX  Newsradio  1070,  Los  Angeles 
Represented  by  CBS  Radio  Spot  Sales 


The  Money  Men 


possibly   get   dumped    in   his   lap. 

Huge  and  sudden  selling  by  big 
Eastern  houses  is  one  of  Finerman's 
occupational  hazards.  This  spring, 
for  example,  before  Bausch  &  Lomb 
generally  announced  some  negative 
news,  two  New  York-based  firms 
unloaded  their  shares  on  him.  He 
bid  less  and  less,  dropping  the  price 
$10  to  $158,  but  he  kept  buying 
to  maintain  the  market:  That's  his 
job.  "Had  I  known  why  they  were 
selling,"  says  Finerman,  "I  might 
have  bid  a  helluva  lot  lower.  We 
get  caught  like  that  once  a  week." 

Shortly  after  11:30,  as  the  mar- 
ket drifted  down  on  weak  volume, 
Finerman  started  selling  again,  little 
by  little.  By  around  noon  the  mar- 
ket was  off  5  points,  but  falling 
even  faster.  "I'll  be  a  buyer  soon," 
said  Finerman.  "I'll  be  able  to  buy 
at  these  low  prices  because  I  was  a 
seller  at  higher  prices  during  the 
last  half  hour." 

At    12:15   he   bought   400   Up- 


john shares  at  $117.25.  Not  bad, 
considering  he  had  sold  1,000  at 
$120  only  45  minutes  before.  A 
few  minutes  later,  Levitz  perked 
up  and  he  sold  500  shares  at  about 
$23.75.  They  had  cost  him  $23.50 
only  minutes  earlier.  So  Finerman 
ended  his  main  trading  day  making 
nickels  and  dimes,  like  a  good  spe- 
cialist should. 

The  New  York  Exchange— the 
one  Finerman  chases  for  most  of 
his  action— closed  at  12:30  Pacific 
Coast  time  with  the  Dow  down 
a  full  10  points  to  941. 

Finerman  had  misjudged  the 
market  again.  No  question  about 
it.  Nixon's  "sensitive"  peace  talks 
has  sparked  an  "illusory  rally,"  as 
Finerman  now  called  it.  But  the 
veteran  specialist  left  the  trading 
floor  that  afternoon  a  happy  man. 
Not  because  he  had  netted  $7,000, 
including  $4,750  on  Curtiss-Wright 
and  $1,200  on  Levitz.  But  because 
he  had  proved  to  himself  that  his 


trading  instincts  and  reflexes  are 
as  good  as  ever. 

"My  market  judgment  was  off, 
but  I  survived  on  trading  discipline. 
I  sold  stock  when  the  market  ral- 
lied.' I  should  have  sold  more. 
That's  poor  judgment.  But  I  sold 
enough  for  a  profit.  That's  good 
reaction.  I  proved  today  that  I 
can  still  protect  myself  from  myself. 

"I'm  like  Tiger  Jones,  the  old 
boxer.  He  was  a  well-trained,  vet- 
eran counterpuncher.  So  am  I." 
Forbes,  recalling  what  happened 
to  Tiger  Jones,  replied:  But  are 
you  sure  you're  still  in  your  prime? 
"Yes,  I  am.  I've  made  a  profit  every 
month  this  year,  though  so  far  Oc- 
tober has  been  rough  on  me.  I 
think  I  could  trade  effectively  for 
another  ten  years."  Could  you  real- 
ly stand  the  strain  that  long?  Finer- 
man,  still  speaking  in  his  measured 
unemotional  way,  admitted  to  at 
least  a  little  doubt:  "I  do  get 
wearv  when  I  lose."  ■ 


Playing  It  Straight 


Admiral  always  knew  how  to  soar,  but  oh,  those  crashes  afterward! 
Now  it  says  it  has  learned  how  to  straighten  up  and  fly  right. 


One  thing  you  could  ne\'er  accuse 
Admiral  Corp.  of  was  being  earth- 
bound.  Twice  during  its  history  it  has 
taken  off  like  a  rocket:  once  in  the 
late  Forties  and  early  Fifties,  when 
television  was  a  hot  new  industry; 
and  once  in  the  mid-Sixties,  when 
color  TV  was  a  seller's  market.  The 
trouble  was  that  for  most  of  the  rest 
of  the  time  Admiral  simply  looked 
terrible.  Thus  earnings  of  $1.98  per 
share  in  1966  were  soon  transformed 
into  a  $2.78  loss  in  1970— before  spe- 
cial charges  of  another  34  cents. 

Admiral's  problem  both  times  was 
that  its  irrepressible  chief  executive, 
Ross  Siragusa,  became  so  intent  on 
supplying  his  vast  marketing  network 
—by  last  year  it  amounted  to  16,000 
retail  outlets— that  such  small  details 
as  research,  engineering  and  produc- 
tion costs  got  little  attention.  These 
converged  on  him  when  the  first  TV 
boom  tapered  off  in  the  Fifties.  He 
was  more  careful  about  quality  in  the 
Sixties,  but  again  found  himself  stuck 
with  a  too  costly  operation  when  the 
color  TV  boom  flattened  out.  Exam- 
ple: the  color-tube  factory  built  ad- 
jacent to  Admiral's  Chicago  head- 
quarters in  the  mid-Sixties.  Long  afte-- 
it  had  last  earned  a  penny,  it  sprawled 


behind  Siragusa's  office  like  a  lazy 
hound  eating  Admiral  out  of  house 
and  home. 

Now  the  company  begins  to  show 
increasing  momentum  again.  In  the 
first  six  months  of  this  year,  it  earned 
78  cents  a  share  on  sales  of  $225  mil- 
lion, vs.  a  one-cent-per-share  loss  on 
$190  million  sales  in  197 1's  first  half. 
Is  Admiral  set  for  another  takeoff? 

Another  Day 

Not  so,  says  Ross  Siragusa  Jr.,  who 
took  over  the  presidency  in  1969. 
And  young  Siragusa's  actions  lend 
credence  to  his  words.  When  Admiral 
wants  color  tubes  these  days,  it  buys 
them  from  RCA,  which  last  year 
bought  Admiral's  color-tube  manufac- 
turing equipment  for  $10  million.  The 
tube  factory  itself  is  up  for  sale,  and 
two  other  plants  have  been  closed. 
The  company's  domestic  manufacture 
of  appliances  (refrigerators,  freezers, 
air-conditioners)  and  home  electron- 
ics (TVs,  radios,  stereos)  has  been 
consolidated  at  two  Illinois  locations. 
Indirect  labor  costs  have  been 
trimmed  by  roughly  a  third. 

To  be  sure,  Ross  Siragusa  Jr.  is  a 
bit  uneasy  at  this  pinch-penny  ap- 
proach, which  goes  against  his  sales- 


man's grain:  "Cost-cutting  is  a  nega- 
tive approach  to  getting  our  house 
in  order,"  he  says.  What  he  would 
rather  talk  about  is  Admiral's  new 
home  laundiy  line,  which  the  compa- 
ny buys  outside  for  sale  under  the 
Admiral  name.  Siragusa  calls  home 
laundry  equipment  "the  biggest  single 
appliance  market." 

Siragusa  Jr.  will  also,  given  an  au- 
dience, weave  a  spell  about  Cartrivi- 
sion.  Admiral's  video  tape  recording 
and  playback  system  that  it  buys 
from  Avco.  But  at  $1,700  a  copy,  not 
even  Siragusa  is  anticipating  a  cus- 
tomer stampede.  The  plain  truth  is 
that  there  is  nothing  on  Admiral's 
horizon— laundry  etiuipment,  Cartri- 
vision  or  whatnot— that  promises  to 
make  the  company  take  off  the  way 
it  did  during  the  two  TV  booms.  In 
short,  Admiral  is  going  to  have  to  de- 
pend on  tight  management  this  time. 

The  Siragusas  obviously  recognize 
as  much— witness  Admiral's  ofi^ering  of 
650,000  common  shares  earlier  this 
year.  The  proceeds  went  to  pay  down 
the  company's  short-term  debt,  but 
the  offering  also  diluted  the  Siragusa 
family  holdings  from  37^  to  32%.  Says 
young  Siragusa  grimly:  "We  did  it  to 
prove  that  we're  serious  about  turning 
this  company  around,  even  at  a  price 
we  didn't  like  [$16.50  a  share]." 

Stockholders  who  can  rememlwr 
the  time  a  few  years  back  when  Ad- 
miral sold  at  130  will  appreciate  this 
kind  of  seriousness.   ■ 
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Isn't  it  about  time  thereMs  a 

science  magazine  for  people  who 

are  neither  geniuses  nor  dummies: 


Isaac  Asimov  on  the  Ultimate  Speed  Limit 


Discoveries  about  genetics  that  could 
affect  your  children,  their  children,  and 
all  children*. 

^  But  no  one  to  tell  you  the  facts 
about  them. 

Discoveries  about  matter 
and  time  that  could  change  your  whole 
philosophical  outlook. 

But  no  one  to  explain  them 
clearly  to  you. 

Discoveries  about  pollution 
that  could  get  you  angry  ( or  hopeful ) 
enough  to  go  out  in  the  street  and  start 
passing  around  circulars. 

But  no  one  to  point  out  their 
significance  to  you. 

Discoveries  in  everything 
from  psychology  to  cybernetics  that  could 
change  the  way  you  live,  think,  learn, 
even  make  love. 


And  so  many  are  hidden  from 
you  in  technical  magazines  you  don't  have 
the  background  to  understand. 

Or  in  oversimplified  magazines 
you  wouldn't  waste  your  time  with. 

It's  wrong.  Today,  science  is 
far  too  important,  and  too  fascinating,  to 
leave  so  many  people  out. 

That's  why  we  created  the  new 
SATURDAY  REVIEW/SCIENCE 

As  soon  as  you  open  up  your  first  issue, 
you'll  wish  there'd  been  a  sci^ice  maga- 
zine like  it  years  ago. 

You'll  find  crystal-clear 
articles,  written  with  style  and  wit,  that 
explain  the  latest  discoveries  in  every  field 
where  something  is  happ>ening.  With  no 
dull  technical  jargon  and  no  baby  talk. 

You'll  find  articles  that  explain 
what  the  discoveries  are  likely  to  mean. 
Where  they're  likely  to  lead. 

You'll  find  articles  that  tell 
you  what  you  can  do  when  you're  disturbed 
about  something  that  scientists  are 
planning  for  you. 

And,  as  far  as  the  graphics  go, 
you'U  find  a  science  magazine  that  uses  the 
top  designers  and  illustrators  of  our  day.  A 
science  magazine  lavish  with  color. 

Here  is  just  a  sample  of  recent 
and  upcoming  articles: 

•  What  are  the  Russians  learning  about 
ESP? 

•  Can  you  or  your  teenager  become 
a  drug  addict  in  one  day? 

•  Chemical  sex:  more  fun  than  a 
willing  partner? 

•  When  the  self-reproducing  computers 
arrive— where  will  that  leave  us? 

•  What  scientists  are  learning  about 
riots— and  how  to  defuse  them. 


•  Cloning:  what  will  happen  when 
scientists  can  take  one  of  your  body 
cells  and  produce  one,  two— or  even 
hundreds— of  exact  duplicates  of  you? 

Special  half-price  Charter  Rate 

A  magazine  that  keeps  you  up-to-date  on 
some  of  the  most  fascinating  discoveries  of 
our  time. 

That  offers  a  forum  where 
the  great  scientific  controversies  of  our 
day  can  be  explored  and  debated. 

Isn't  this  the  kind  of  magazine 
you  and  your  family  will  really  use  and 
enjoy? 

Then  try  SATURDAY 
REVIEW/SCIENCE.  Right  now  you  can 
get  an  Introductory  half-price 
Charter  Rate:  $6.00  for  one  year 
(regularly  $12.00). 


SATURDAY  REVIEW      ''''''''' 
SCIENCE 

Box  2043 

Rock  Island,  Illinois  61207 

Enter  my  Introductory  subscription  to 
Saturday  Review/SCIENCE  at  the  half- 
price  Charter  Rate  of  $6.00  for  one  year 
(regularly  $12.00  for  12  issues)  with  a 
guarantee  that  I  must  enjoy  it  or  you'll  give 
me  a  full  refund. 

D  Payment  Enclosed        D  Bill  me 
(offer  good  only  in  U.S.  and  Canada) 

Name 


Address- 
City 


State. 


-Zip- 


If  you  are  currently  a  subscriber  to  Saturday 
Review,  SR/SCIENCE  is  already  included 
in  your  subscription  as  part  of  SR's  new  total 
information  program  covering  the  arts, 
education,  the  society,  as  well  as  science. 
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It  takes 
a  heap  of ''urban  ore" 
to  keep  you  in  metal. 


-K  ] 


Metal  is  long  lasting  and  reclaimable. 
Recycling  scrap  metal,  or  "urban  ore," 
provides  40%  of  the  copper  and  lead, 
20%  of  the  zinc  and  30%  of  the  alumi- 
num consumed  in  the  U.S.  every  year. 


Asarco's  Federated  Metals  Division  has  been 
recycling  since  the  turn  of  the  century.  The 
physical  and  chemical  properties  of  our  re- 
claimed metals  conform  to  rigid  standards, 
just  as  do  those  made  from  newly  mined  ore. 
Recycling  kills  two  birds  with  one  stone. 


It  makes  our  mineral  resources  go  farther,  and 
it  also  gets  rid  of  mountains  of  solid  waste— 
which  are  usually  found  around  urban  areas 
—and  puts  it  to  good  use. 

By  "mining"  scrap,  Asarco  serves  industry 
and  also  the  society  in  which  it  lives. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 
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Faces  Behind  the  Figures 


The  Un-Fortunate  1,500 

'I 

Few  U.S.  businessmen  have  ever 
heard  of  Singleton  B.  Wolfe.  But 
they  soon  will.  If  they're  important 
enough,  that  is. 

Wolfe  is  audit  division  chief  of 
the  U.S.  Internal  Revenue  Service, 
the  man  responsible  for  the  agency's 
new  "team  audit"  system.  And  in 
their  impact,  team  audits  could 
be  the  most  important  busi- 
ness tax  news  since  the  Tax  Re- 
form Act  of  1969. 

"The  team  we  put  together  has 
a  case  manager  and,  say,  half  a 
dozen  agents  that  are  responsible 
for  a  specific  accounting  area— for 
the  parent  company,  its  divisions 
and  its  subsidiaries,"  Wolfe  explains. 
"For  example,  one  agent  might  au- 
dit sales,  another  the  cost  of  goods 
and  materials.  One  agent  might  be 
the  employment  tax  specialist  and 
a  fourth  might  be  the  international 
or  excise  tax  man. 

"Obviously,  this  gets  into  far 
more  detail  about  a  company  than 
our  old  system,"  he  adds.  "We  used 
to  have  one  man  responsible  for 
the  tax  returns  of  one  company, 
even  if  that  company  were  General 
Motors.  Now,  with  team  audits,  we 
get  into  companies  with  overseas 
subsidiaries.  It  enables  us  to  look 
for  arms-length  dealings  within  the 
corporation  on  sales  and  purchases 
from  one  division  to  another;  it 
covers  management  compensation 
and  the  rest  of  the  ball  of  wax." 

An  ambitious  scheme,  no  doubt  • 
about  it.  But  how  can  Wolfe  hope 
to  achieve  such  thorough  scrutiny 
with  just  1,000  IRS  agents?  With 
so  many  men  per  company,  how 
many  companies  can  IRS  audit? 

Wolfe,  53,  a  26-year  IRS  veteran 
who  holds  a  degree  in  accounting 
from  Virginia  Polytechnic  Institute, 
smiles  at  the  question.  Back  home 
in  South  Boston,  Va.,  he  says  in 
soft  Tidewater  accents,  his  favorite 
sports.' is  bird  hunting.  This  time, 
however,  he's  after  big  game. 

"Using  the  teams  and  the  com- 
puters, we  will  audit  the  1,500  top 
companies  that  account  for  90%  of 
the  roughly  $30  billion  in  corporate 
tax  revenue  we  collect  each  year," 
he  explains.  "Then  the  computer 
will  select  a  statistical  sample  of 
the  other  1.4  million  corporate  tax 
returns,  and  they'll  be  team-au- 
dited, too." 

The  IRS  computers  will  also  be 
pressed  into  service  on  individual 


Wolfe  of  the  IRS 


team  audits,  Wolfe  goes  on.  "We 
can't  look  at  every  piece  of  paper  a 
company  accumulates.  Say  a  com- 
pany lists  $30  million  in  equipment 
repairs,  you  can  end  up  with 
100,000  separate  items  to  check. 
That's  where  the  computer  has  to 
take  a  reasonable  sample  again." 

Already  Wolfe's  team  auditors 
have  uncovered  serious  lapses 
among  the  1,500  leading  corpora- 
tions. A  quick  sampling: 

•  "We  have  one  large  company 
that  purchased  insurance  from  a 
foreign  firm.  It  did  not  report  re- 
bates of  $1  million  to  $2  million  a 
year  paid  to  its  Swiss  subsidiary. 

•  "Another  firm  deducted  the  cost 


of  spare  parts  while  it  was  de- 
preciating the  same  items  and 
claiming  millions  of  dollars  in  dou- 
ble deductions. 

•  "The  charity  gifts  of  one  com- 
pany were  $1  million  more  than 
the  amount  that  can  be  deducted 
by  law.  What  these  people  did  was 
drop  the  excess  gift  claim  and  just 
simply  reduce  the  amount  of  gross 
taxable  income  reported  to  us  by 
$1  million." 

Wolfe  sums  up  by  saying,  "In 
many  cases  we're  finding  the  line 
between  simple  overzealous  tax 
planning  and  outright  evasion  is 
pretty  thin." 

A  word  to  the  wise.  . . .  ■ 
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Merrill  l^ch  announces 

29  ways  your  money  could 

make  more  money. 


Do  YOU  KNOW  how  to  make  $100 
work  like  $1,000? 

Do  you  know  how  to  invest  in  big 
real  estate  projects— without  having  big 
money? 

Do  you  know  how  to  get  7  percent 
on  your  money— with  payment  of  in- 
terest and  principal  guaranteed  by  the 
Federal  Government? 

If  not,  you've  got  plenty  of  com- 
pany. So  much  has  happened  in  the 
world  of  investments  lately  that  many 
inve«tors  have  a  hard  time  keeping  up. 

This  list  ought  to  help.  It'll  tell  you 
a  little  about  nearly  every  kind  of  in- 
vestment. A   Merrill   Lynch  Account 
Executive  can  tell  you  a  lot  more. 

Check  off  the  ways  that  interest  you. 
Then  see  our  offer  at  the  end  of  the  list 
for  details. 

How  to  hedge  against  inflation. 

Q  1.  Common  stocks  (listed): 

Stocks  offer  the  most  direct  way  to 
share  in  the  fortunes  of  major  Ameri- 
can companies.  For  example,  take  the 
companies  in  the  S&P  500.  In  the  last 
10  years,  the  price  of  their  stocks  went 
up  a  hefty  85  percent— while  dividends 
rose  49  percent.  Of  course,  past  history 
is  not  necessarily  a  guide  to  the  future. 
But  we  recommend  listed  stocks  more 
often  than  any  other  kind  of  invest- 
ment. Long  term,  they're  tough  to  beat. 

□  2.  Long-term  growth  funds: 

Diversification  and  professional  man- 
agement for  a  fee.  When  you  buy  one 
of  the  12  growth  funds  offered  by 
Merrill  Lynch,  you  get  something  extra. 
Our  Security  Analysts  keep  an  eye  on 
what  the  funds  are  doing  and  issue 
periodic  reports. 

□  3.  Convertible  bonds:  Convert- 
ible into  the  common  stock  of  the  com- 
pany that  issued  the  bond.  They  offer  a 
way  to  earn  a  decent  rate  of  interest, 
plus  a  chance  for  growth  in  capital. 
But  you'll  need  your  thinking  cap.  Con- 


vertibles are  hard  to  understand. 

□  4.  Convertible  preferred 
stocks:  Convertible  into  the  common 
stock  of  the  company  that  issued  the 
preferred.  They're  often  bought  for 
the  same  reasons  as  convertible  bonds. 

How  to  get  tax-free 
or  tax-sheltered  income.       ^  / 

□  5.  Municipal  bonds:  Issued  by    , 
states,  cities,  and  towns.  Their  big  ad- 
vantage:   the  interest  they  pay  is  free 
from  Federal  income  taxes.  So  the  net 
return  can  get  very  attractive.  If  your 
joint  taxable  income  is  $30,000,  for  ex- 
ample, a  5V2  percent  return  on  munici- 
pals is  like  getting  9  percent  on  a 
taxable  investment. 

□  6.  Tax-free  notes:  Similar  to 
municipal  bonds,  except  that  notes  pay 
the  face  amount  in  less  than  a  year. 
Some  investors  in  high  tax  brackets 
use  tax-free  notes  as  a  way  to  keep 
their  money  working  between  major 
commitments. 

Q  7.  Municipal  bond  funds:  With 
as  little  as  $1,000,  you  can  invest  in  a 
portfolio  of  many  different  municipal 
bonds,  each  chosen  by  professionals. 
The  income  is  exempt  from  Federal 
taxes. 

□  8.  Deep  discount  bonds:  Sell 
for  a  lot  less  than  the  face  amount  be- 
cause they  were  issued  when  interest 
rates  were  lower.  The  tax  advantage: 
When  you  collect  the  face  amount 
(usually  $1,000),  your  profit  is  taxed 
as  a  capital  gain,  not  as  ordinary 
income. 

Q  9.  Retirement  programs  (self- 
employed):  Doctors,  lawyers,  and 
other  self-employed  people  can  get 
many  of  the  retirement  income  benefits 
of  people  who  work  for  big  corpora- 
tions. The  tax  advantage:  Within  limits, 
you  don't  have  to  pay  Federal  taxes  on 
the  money  you  put  into  your  plan  until 
you  retire. 


□  10.  Flower  bonds:  U.S.  Govern- 
ment bonds  with  a  special  feature.  You 
buy  them  at  a  discount.  But  the  Federal 
Government  will  accept  them  at  full 
value  in  payment  of  Federal  estate 
taxes  (which  is  why  they're  called 
"flower"  bonds). 

□  11.  Tax-sheltered  investment 

programs:  A  way  to  buy  an  interest 
in  a  limited  partnership  that  invests  in 
businesses  like  real  estate  and  cattle 
feeding.  The  tax  advantage:  Account- 
ing for  depreciation  and  other  factors 
will  probably  lead  to  tax  write-offs  in 
the  early  years.  You'll  need  a  substan- 
tial amount  in  net  assets  to  join— and 
you  should  check  with  your  tax  con- 
sultant. 

How  to  boost  your  retirement 

income— without  going  out 

on  a  limb. 

□  12.  Ginnie  Mae  pass-throughs: 

A  way  to  get  better  than  7  percent  on 
your  money  with  payment  of  principal 
and  interest  guaranteed  by  the  Federal 
Government.  Special  feature:  Ginnie 
Mac's  return  part  of  the  principal  with 
the  interest  every  month.  Minimum  in- 
vestment: $25,000. 

□  13.  Corporate  bonds:  A  way  to 

collect  7  to  8  percent  interest  from 
major  corporations.  For  many  retired 
people,  that  would  mean  a  significant 
jump  in  investment  income.  High-grade 
corporate  bonds  are  generally  consid- 
ered safer  than  the  common  stock  of 
the  same  company. 

□  14.  Corporate  bond  funds: 

With  as  little  as  $1,000,  you  can  invest 
in  a  portfolio  of  many  different  corpo- 
rate bonds.  Professional  managers 
choose  the  bonds,  arrange  for  safekeep- 
ing, and  collect  the  interest.  You  receive 
your  pro  rata  share  of  the  interest 
every  month. 

□  15.  Balanced  funds:  So-called 
because  your  money  goes   into  K>th 


stocks  and  bonds.  The  objective  is  in- 
come plus  modest  growth.  Some  of 
our  balanced   funds   offer   a  checic-a- 
month  plan— a  very  nice  way  to  supple- 
ment Social  Security. 

□  16.  Writing  options:  A  way  to 

increase  the  current  income  of  a  stock 
portfolio  without  sacrificing  quality. 
You  sell  the  right  (an  "option")  to 
buy  your  stock  to  other  investors.  Some- 
times, the  price  you  get  is  high  enough 
to  equal  several  years'  worth  of 
dividends. 

How  to  earn  7  to  10  percent 
on  your  money— right  now. 

□  17.  Real  estate  investment 
trusts:  A  way  to  invest  in  big  real  estate 
projects  —  without  having  big  money. 
Many  real  estate  trusts  cost  less  than 
$50  a  share.  Dividend  yield  can  run  as 
high  as  10  percent,  but  picking  the  good 
trusts  takes  a  sharp  eye  for  quality. 

□  18.  Preferred  stocks:  Unlike 
common  stocks,  preferred  stocks  have 
a  fixed  dividend  rate.  Many  high-grade 
preferreds  currently  pay  7  to  8  percent. 

How  to  invest  as  little  as  $40 
in  Big  Board  stocks. 

Q  19.  Special  Investor  Accounts: 

A  way  to  buy  stock  by  the  dollar's 
worth  instead  of  by  the  share.  You  pick 
a  New  York  Stock  Exchange  stock 
from  a  list  approved  by  our  Research 
Department— then  buy  as  little  as  $40 
worth  whenever  you  wish.  You  can  in- 
vest by  mail  or  through  your  Merrill 
Lynch  Account  Executive.  Your  divi- 
dends can  be  reinvested  automatically. 

How  to  earn  3  to  79^c  with 
maximum  safety. 

□  20.  U.S.  Treasury  Bills:  Mature 

in  up  to  a  year.  Have  paid  from  3.0  to 


over  5.8  percent  in  1972.  Note:  If  you 
have  to  put  up  collateral  for  something, 
you  can  often  do  it  with  Treasury  Bills, 
instead  of  with  no-interest  cash.  Mini- 
mum investment:  $10,000. 

□  21.  U.S.  Treasury  Notes: 

Mature  in  up  to  7  years,  have  paid 
from  4  to  over  6.5  percent  in  1972,  de- 
pending on  the  life-span  of  the  Note. 
Like  all  Federal  obligations.  Treasury 
Notes  are  guaranteed  by  the  U.S.  Gov- 
ernment. Minimum  investment:  $1,000. 

□  22.  U.S.  Treasury  Bonds: 

Mature  in  up  to  26  years,  have  paid 
better  than  6.7  percent  in  1972.  Mini- 
mum investment:  $1,000.  (These  are 
not  the  Savings  Bonds  most  people  are 
familiar  with.) 

□  23.  U.S.  Government  Agency 
securities:  Not  issued  by  the  Federal 
Government,  but  some  have  the  Gov- 
ernment  guarantee.   Yields   now   run 
from  4  to  better  than  7  percent,  depend- 
ing on  the  specific  security  and  matur- 
ity date. 

How  to  try  for  maximum  growth 
(if  you  can  stand  the  risks). 

□  24.  Common  stocks  (Over-the- 
Counter):  Some  OTC  stocks  are  as 
solid  as  blue-chips,  but  a  lot  of  them 
tend  to  have  wide  price  swings.  Which 
means  a  chance  for  big  profits  (or 
equally  big  losses).  At  Merrill  Lynch, 
we  make  a  market  in  over  600  leading 
OTC  stocks. 

Q  25.  Selling  short:  A  way  you 

could  make  money  on  a  stock  that's 
going  down.  You  borrow  the  stock 
from  us  (on  margin),  and  sell  it  at  the 
(JUrrcnt  market  price.  Then,  if  the  price 
goes  down,  you  buy  the  stock  and 
"cover"  your  sale.  Some  people  make 
a  lot  of  money  this  way,  but  it's  a  risky 
business. 

□  26.  Buying  options:  Often 
called  "puts  and  calls,"  options  offer  a 


way  to  make  $100  work  like  $1,000. 
But  watch  out.  Leverage  works  both 
ways. 

□  27.  Commodity  futures:  The  op- 
portunities for  profit  are  enormous.  So 
are  the  risks.  But  if  you  have  a  substan- 
tial amount  in  risk  capital,  $50,000  in 
liquid  assets,  and  plenty  of  self-control, 
we  can  show  you  a  businesslike  ap- 
proach to  commodity  speculation. 

How  to  get  professionals 
to  invest  for  you. 

Q  28.  Investment  counseling: 

Lionel  D.  Edie  &  Company,  Inc.,  a 
Merrill  Lynch  subsidiary,  invests  sub- 
stantial sums  for  a  fee.  The  minimum 
portfolio  is  $500,000. 

□  29.  Portfolio  Development  Pro- 
grams: Ofi"ered  by  Lionel  D.  Edie  & 
Company  for  accounts  from  $25,000 
and  up.  You  state  your  investment  ob- 
jective, they'll  develop  a  portfolio  to 
match.  Then  they'll  keep  tabs  on  your 
progress  and  do  all  the  buying  and  sell- 
ing. Maximum  annual  fee  is  one  per- 
cent of  the  amount  invested. 

How  to  get  our  opinion— free. 

Now  that  you  know  what's  avail- 
able, maybe  you'd  like  to  get  our  opin- 
ion on  how  you  should  invest.  If  so, 
here's  what  we  suggest. 

Use  this  ad  as  a  convenient  check- 
list. Then  send  us  a  letter  that  includes 
the  ways  you've  picked  out,  your  invest- 
ment objectives,  income  tax  bracket, 
and  a  list  of  your  current  holdings. 
Please  also  tell  us  if  you  expect  a  major 
change  in  your  financial  status  in  the 
near  future. 

Mail  to  Merrill  Lynch,  EO.  Box 
540,  Church  Street  Station,  New  York, 
New  York  10008.  We'll  get  back  to 
you  with  specific  recommendations.  No 
charge  or  obligation. 


Merrill  Lynch  is  bullish  on  America. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc 


■■■■ 


Faces  Behind  the  Figures 


Third  Time  Around 

Soon  after  his  May  resignation  as 
cliairman  of  Cerro  Corp.,  the  $425- 
milhon  mining  company  lie  had  run 
for  20  years,  someone  asked  68- 
year-old  Robert  P.  Koenig  what  an 
old  soldier  like  him  does  when  he's 
put  out  to  pasture.  "First  of  all," 
says  Koenig,  rising  to  his  full  six- 
foot-foiu",  "I  told  him  I  wasn't  an 
old  soldier." 

The  rest  of  the  answer  came  in 
October  when  Koenig  was  named 
board  chairman  of  John  Doyle's  Ca- 
nadian Ja\elin  Ltd.,  a  company 
traditionally  long  on  problems  and 
promises  but  short  on  results.  In 
joining  the  flamboxant  Doyle  at 
Javelin,  which  a  U.S.  government 
lawyer  once  called  "the  most  mys- 
terious company  in  the  world,"  Koe- 
nig remains  as  Cerro's  second  lar- 
gest stockholder  (with  his  wife, 
157,000  shares).  His  connection 
with  Cerro's  management  is  limited 
to  a  consultant's  role  and  whatever 
information  "I  can  get  out  of  the 
quarterly  reports." 

For  Koenig,  who  built  a  coal 
company  up  from  nothing  before 


Koenig  of  Canadian  Javelin 

taking  on  $30-million-sales  Cerro 
in  1950,  Javelin  is  a  chance  at  an 
exciting  "third  time  around."  Says 
he:  "Javelin  is  changing  its  nature. 
The  fact  that  I'm  on  its  board  is  an 
indication  of  that." 

One  thing  changing  Javelin  is  its 
rich  copper  find  in  Panama,  which 
Koenig  sees  as  giving  it  two  great 
undeveloped  natural  resource  hold- 


ings, the  other  being  its  extensive 
iron  ore  properties  in  Labrador. 
"Doyle  now  wants  to  develop  these 
deposits  in  normal  fashion,"  says 
Koenig,  "and  this  is  something  I've 
devoted  my  life  to." 
<  How  will  he  get  along  with 
Doyle?  "I've  known  John  Doyle 
since  1938.  Most  mining  companies 
wouldn't  have  taken  the  chances 
he  did  with  the  Panama  property. 
It  took  imagination  to  find  that 
copper."  It  also  will  take  money— 
perhaps  $.100  million  to  develop 
the  copper  propert>-  alone;  quite  an 
order  for  a  company  with  just  $3.7- 
million  revenues  in  1971. 

Is  Koenig  to  be  Doyle's  window- 
dressing?  Sa>s  Koenig,  "I  wouldn't 
haAC  taken  the  job  in  that  case. 
My  past  record  may  add  prestige 
to  Javelin,  but  principally  I'm  here 
to  lend  my  professional,  technical 
expertise  to  the  big  job  of  develop- 
ing these  two  great  assets."  Could 
he  give  an  example?  "Such  as," 
says  old  mining  hand  Koenig,  tak- 
ing long  strides  down  Manhattan's 
Fifth  Axenue,  "when  I  was  in  Pana- 
ma recently  telling  them  how  deep 
to  drill  the  holes."  ■ 


Man  in  a  Revolving  Door 

At  67,  Nicholas  Deak  still  plays  a 
mean  game  of  tennis,  but  his  real 
vocation  is,  in  his  words,  money- 
changing.  International  travel- 
ers will  know  Deak  through  the 
ubiquitous  offices  of  Deak  &  Co.  and 
Perera  Co.,  which  will  sell  you 
Finnish  markkaa  on  your  way  to 
Finland  and  buy  back  your  surplus 
ones  on  the  way  out.  Travelers, 
however,  are  only  the  more  visible 
parts  of  Deak's  business.  To  quote 
Nick  Deak:  "A  foreign  exchange 
trader  is  a  man  who  enters  a  re- 
volving door  behind  you  and  exits 
in  front  of  you." 

Deak  is  so  good  at  this  bewil- 
dering business  that  his  two  com- 
panies (he  is  principal  stockholder 
in  both,  with  onl\-  four  or  five  oth- 
er co-owners)  turned  over  about 
$1  billion  last  year  and  grossed 
about  $10  million.  What  the  net 
is,  Deak  won't  say,  but  it  is  almost 
certainly  in  the  millions. 

Besides  scrxicing  tra\clers,  what 
does  an  international  money 
changer  do?  He  fills  in  many  gaps 
left  by  the  banks.  Deak  especially 
is  active  in  controlled  currencies, 
such  as  those  of  Chile,  Peru,  India 


or  most  African  countries.  These 
currencies  usually  cannot  be  freely 
changed  into  hard  currencies. 
What  do  you  do  if  you  happen  to 
have  a  lot  of  Indian  rupees  or  Chil- 
ean escudos?  You  can  .sell  them  to 
Deak  &  Co.  or  Perera.  They  won't 
pay  you  the  official  rate  of  ex- 
change. But  they  tcill  buy  them— 
and  then  sell  them  to  someone  who 
wants  to  gel  them  cheaper  than  at 
the  official  rate. 

Nick  Deak  has  the  right  back- 
ground for  this  kind  of  trading, 
liorn  in  Hungary,  he  earned  a 
Ph.D.  in  international  finance  in 
Switzerland,  worked  in  Europe  for 
a  Britisli  bank,  ser\ed  before  World 
War  II  with  the  League  f)f  Na- 
tions and  with  the  U.S.  Office  of 
Strategic  Services  in  World  War  II. 

He  has  found  inlcrcsling  ways 
to  help  American  exporters  in  to- 
day's confused  money  market.  Sup- 
pose an  American  company  sells 
macliinery  to  a  Swiss  company  for 
dollars  to  be  paid  a  year  hence.  It 
would  be  better  off,  says  Deak,  to 
invoice  in  Swiss  francs  at  today's 
exchange  rate.  It  can  then  sell  the 
forward  francs  at  a  4%  annual  pre- 
mium in  dollars  becau.se  ihe  dollar 
sells  at  a  discouiil   in  the  forward 


market.  Deak  &  Co.,  needless  to 
say,  stands  ready  to  handle  the 
transaction. 

Deak  also  offers  some  advice  to 
Americans  traveling  abroad.  To- 
day the  dollar  may  be  di.scounted, 
even  refused  in  some  areas.  There- 
fore, says  Deak,  "If  you  don't  want 
to  carry  different  currencies,  carry 
Swiss  francs."  ■ 
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Carry  On,  Camp/ng 

The  best  time  to  go  to  the  equity 
market  is  when  you  don't  really 
need  the  money.  That  way,  if  the 
price  of  the  stock  falls  too  far,  you 
can  withdraw  the  offering  without 
any  problems.  That's  just  what 
Chairman  Sheldon  Coleman  of 
Coleman  Co.  did  when  he  got  back 
to  Wichita  from  one  of  his  regular 
product  evaluation  trips  in  the 
wilds  of  Wyoming  and  Colorado, 
only  to  find  that  his  company's 
stock  had  dropped  to  near  30  from 
a  high  of  38.  He  cancelled  an  of- 
fering of  600,000  shares. 

"We  had  planned  to  use  the 
money  to  clean  up  the  last  $4  mil- 
lion of  our  short-term  financing," 
says  Coleman,  who  is  70  but  looks 
20  years  younger.  "But  we  felt  the 
stock  price  didn't  reflect  our  antic- 
ipated record  sales  and  earnings. 
Since  the  offering  was  more  a  con- 
venience than  a  need,  we  didn't 
go  ahead." 

He  long  ago  promised  to  double 
sales  and  earnings  every  five  years, 
and  despite  a  flat  spot  or  two  in 
earnings  caused  by  some  ill-advised 
acquisitions,  he  has  done  it.  Last 
year  was  one  of  those  flat  spots,  as 


Coleman  of  Coleman  Co. 


the  company  had  strikes  and  prob- 
lems with  its  camping  trailer  and 
snowmobile  divisions. 

Coleman  thinks  he  can  afford 
to  be  patient.  He  expects  sales  to 
hit  around  $190  million  this  year, 
and  earnings  $1.20,  way  above  the 
previous  high  of  $1.05  in  1969. 
And  he  expects  1973  to  be  still 
better  because  the  snowmobile  di- 
vision will  probably  break  even. 

So  if  earnings  have  left  the  valley 
where  they  camped  last  year,  why 
did  Coleman  stock  slump  to  near 
its  low  for  the  year?  Because  the 
market  figures  that  mobile  home 
and  travel  trailer  sales  may  have 
peaked.  Coleman  sells  heaters,  air- 
conditioners  and  other  equipment 


to  the  mobile  trailer  makers,  and  if 
mobile  homes  start  to  slide,  they'll 
drag  Coleman  with  them. 

But  Sheldon  Coleman  feels  that 
"the  population  trends  and  leisure 
trends  are  all  in  our  favor."  The 
worst  he  can  see  for  mobile  homes 
is  a  halving  of  their  growth  rate. 

If  anyone  should  know  what's 
going  on  out  in  the  camp  grounds 
it's  tall,  tanned  Sheldon  Coleman. 
He's  out  among  the  campers  about 
half  a  dozen  times  a  year  testing  his 
own  products.  At  a  time  when  most 
men  have  retired  to  their  rocking 
chairs  he  likes  to  backpack  into 
the  wilderness.  "I  have  no  plans  to 
retire,"  he  says.  "I'm  enjoying  my- 
self too  much."  ■ 


The  Uppity  American 

"Within  five  years,  I  expect  all 
Sony  TV  sets  sold  here  will  bear 
the  label  'Made  in  U.S.A.'"  Who 
says?  Harvey  Schein,  new  presi- 
dent and  chief  executive  of  Sony 
Corp.  of  America.  As  evidence,  he 
points  to  Sony's  fast-expanding 
plant  in  San  Diego,  which  will  be 
assembling  20,000  Sony  color  TVs 
a  month  for  sale  here  within  a  year. 
They  will  soon  be  making  com- 
ponents there  as  well. 

Schein,  45,  an  ex-CBS  vice  presi- 
dent, even  has  the  nerve  to  tell  his 
Tokyo  Jaosses  that  he  expects  to  see 
Sony  America  bigger  and  more 
profitable  than  its  parent.  And 
that's  a  tall  order,  when  the  U.S. 
company  today  provides  only  about 
one-third  of  Sony's  $630  million 
sales  and  $40  million  profits. 

What  gave  Schein  leave  to  be  so 
confident?  Mainly  because  he  real- 
izes that  "the  days  of  being  able  to 
manufacture  entirely  in  Japan  and 
send  products  out  to  the  rest  of 
the  world  are  over"  (Forbes,  Oct. 
1 ) .  Besides,  Schein  gets  along  well 
with  Akio  Morita,  Sony's  cofounder 


Schein  of  Sony  of  America 


and  boss.  They  first  met  when 
Schein,  as  head  of  CBS'  interna- 
tional division,  worked  with  Morita 
to  set  up  a  joint  venture  in  Japan. 
Says  Schein:  "I  was  in  Japan  to 
make  the  contact  and  had  lunch 
with  Mr.  Morita,  and  by  the  time 
the  soup  came  we  had  a  deal."  If 
Schein  is  serious,  that  is  a  speed 
record  in  dealing  with  the  usually 
ceremonious  Japanese. 

Looking  to  the  future,  Schein 
sees  the  possibility  of  another  re- 
valuation of  the  yen  improving  the 
market  position  of  Sony's  U.S. -made 
products  against  any  imports— in- 
cluding Sony's  own.  Sometimes,  he 
sounds  almost  like  a  hard-bitten 
AFL-CIO  protectionist.  "Labor  is 
getting  restive,"  he  says.  "They 
don't  like  the  idea  of  their  con- 
sumers buying  products  made  out- 
side the  U.S.  and  exporting  jobs." 

The  export  of  American  execu- 
tive talent  apparently  is  something 
else  again.  If  Schein  can  make  his 
goal  of  building  Sony  America  up 
to  the  size  of  a  Zenith  or  a  Mag- 
navox  by  1977,  who  knows?  He 
might  become  the  first  American 
to  head  a  Japanese  company.  ■ 


FORBES,    NOVEMBER   1,    1972 
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'LISTEN'  YOUR  WAV  TO  NEW  EXECUTIVE  POWER 


NOW  THESE  VALUABLE  GUIDES  IN 
THE  ART  OF  BUSINESS  COMMUNICATIONS  ARE 

YOURS 

TO  LISTEN  TO  AND 

PROFIT  FROM 
FOR  15  DAYS 

...FREE! 

In  15  days  of  FREE  auditioning  you  can  listen 
as  often  as  you  like  to  'Vow  to  Get  Your  Ideas  Across" 
and  then  apply  its  wealth  of  communication's  know-how 

the  rest  of  your  business  life! 


THIS  FIRST  RECORDING  WILL  INTRODUCE  YOU 
TO  THE  EXCITING  SERIES  EXECUTIVE  SEMINARS 
IN  SOUND'  .  .  . 

'How  to  Get  Your  Ideas  Across'  will  dramatically  demonstrate 
what's  in  store  when  you  join  "Executive  Seminars  in  Sound" 
.  .  .  one  of  the  most  versatile  and  rewarding  programs  yet 
conceived  for  personal  self-development  in  business! 

NO  MATTER  WHAT  YOUR  POSITION  .  .  . 
FROM  CORPORATION  PRESIDENT  TO 
JUNIOR  ASSISTANT  ASSISTANT  .  .  . 

you'll  find  "How  to  Get  Your  Ideas  Across"  full  of  impossible- 
to-forget,  easy-to-apply  lessons  for  more  effective  everyday 
idea  exchange  in  your  business. 

Each  separate  dramatized  section  involves  you  in  a  different 
area  of  communications: 

BAND  1 — Getting  Across  to  the  Boss 

Helps  you  avoid  mistakes  in  timing  your  idea,  in  having  it  too 
inflexible,  or  even  taking  away  your  boss's  fun  in  mulling  over 
a  new  idea  himself. 

BAND  2 — The  Management  Meeting 

Find  out  how  not  to  tie  up  high-priced  talent  in  meetings.  Fol- 
low sensible  guidelines  to  make  points  interestingly,  succinctly, 
effectively. 

BAND  3 — Target  Your  Communications 

Learn  the  subtle  art  of  using  language  that  relates  perfectly  to 
the  level  of  your  specific  listener. 


BAND  4— Make  the  Right  Word  Work  For  You 

Don't  let  your  listener  arrive  at  wrong  meanings.  Here's  a  lesson 
to  help  you  avoid  inadvertent  word  disasters. 

BAND  5 — The  Successful  Negative 

The  pussyfoot  approach  in  refusing  someone  is  seldom  neces- 
sary; here's  how  nice  guys  can  say  "no"  when  they  have  to. 

BAND  6 — Tons  of  Words  on  Oceans  of  Paper 

What  to  do  about  proliferation  of  paperwork?  Here's  a  3-step 
test  to  apply  any  time  you  contemplate  writing  a  memo  or  letter. 

BAND  7 — Operation  Communication 

When  the  company's  communication  arteries  harden,  this  4- 
point  system  is  the  cure.  .    A 

BAND  8— The  Stand-up  Speech 

This  in-voice  demonstration  is  presented  with  such  force  that 
you'll  automatically  apply  these  lessons  whenever  you  arc  callc 
upon  to  address  an  audience. 

YOU  "SIT  IN"  ON  TRUE-TO-LIFE 
DRAMATIZATIONS  OF  BUSINESS  SITUATIONS  .  .  . 

As  you  listen  to  one  dramatic  presentation  after  another— 
each  covering  a  communications  problem  you're  apt  to  en- 
counter during  any  business  day — you'll  feel  that  you're  actu- 
ally sitting  in  on  familiar  office  situations.  But  you'll  have  the 
advantage  of  "stop-motion"  .  .  .  the  narrator  interrupts  the 
action  to  point  out  errors,  to  explain  exactly  what  went  wrong 
and  to  demonstrate  what  should  have  been  done. 

This  highly  effective  learning  technique  carries  through  the 
entire  "Executive  Seminars  in  Sound"  series. 
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CHOOSE  LP  RECORD  OR 
HANDY  CASSETTE 

The  next  time  you  speak 
up  in  a  meeting,  want  to 
'sell'  your  idea  to  the 
boss,  or  need  to  motivate 
those  who  work  for  you, 
you'll  be  glad  you  ac- 
cepted this  15-day  'listen- 
ing' offer! 

No.  1 

in  the  new  series 
EXECUTIVE  SEMINARS 
IN  SOUND 


ADDITIONAL  SEMINARS  OFFER  15-DAY  FREE  TRIAL 

Approximately  every  six  weeks,  a  new  seminar  will  go  out  to 
you  for  free  auditioning.  As  with  the  first  one,  any  one  of  these 
may  be  returned  and  you'll  owe  nothing  if  for  any  reason  it 
falls  short  of  your  expectations.  The  seven  additional  seminars 
include: 

'  Make  the  Most  of  Your  Time — Explores  how  you  can  capture 
waste  hours  and  turn  them  into  productive  effort. 

I  Your  Role  as  a  Decision-Maker — Presents  new  techniques  for 
evaluating  facts  and  minimizing  risks  in  the  important  decision- 
making process. 

'  Guide  to  B^etter  People  Management — Examines  a  wide  va- 
riety of  "people  problems" — from  spotting  potential  leaders 
to  handling  the  delicate  details  of  dismissal. 

'Mastering  the  Art  of  Delegating — Demonstrates  how  to  hand 
over  certain  responsibilities  so  you  can  free  yourself. 

Organizing  Your  Plans  and  Planning  Your  Organization — 

Learn  the  modern  organizational  techniques  for  coping  with 
constant  changes  in  your  business  resulting  from  growth,  com- 
petition, economics  and  government. 

•  The  Strategies  of  Moving  Ahead — Through  fascinating  recre- 
ations of  case  histories  learn  how  to  gain  understanding  of  your 
situation  today  and  how  to  set  realistic  goals  for  the  future. 

•  How  to  Live  With  Your  Own  Success — Listen  to  how  you  can 

overcome  the  fears,  blind  spots  and  57  varieties  of  hang-ups 
that  can  rob  you  of  the  joy  of  achievement. 


HERE'S  ALL  YOU  HAVE  TO  DO  TO  RECEIVE 
"GET  YOUR  IDEAS  ACROSS  "  FOR  15-DAY 
FREE  LISTENING. 

Simply  fill  in  and  clip  out  the  coupon  printed  below.  Then 
mail  it  to  NATION'S  BUSINESS,  1615  H  Street,  N.W., 
Washington,  D.C.  20006.  Send  no  money  now,  but  be  sure  to 
check  either  12-in.  LP  record  or  handy  cassette. 


NATION'S  BUSINESS,  Sound  Seminar  Division 
1615  H  Street,  N.W.,  Washington,  D.C.  20006 

PLEASE  SEND  ME  "How  to  Get  Your  Ideas  Across" 

for  15  days'  free  listening.  If  I'm  not  completely  satisfied, 
I  will  return  it  and  owe  nothing.  Otherwise,  I  will  remit 
as  indicated  below  (plus  a  few  cents  handling)  and  expect 
to  receive  for  free  trial  listening  each  of  the  additional 
7  "Executive  Seminars"  to  be  sent  at  6-week  intervals. 
I  am  not  required  to  accept  any  minimum  number  and 
may  cancel  at  any  time. 

n  12-in.  LP  record  @  $5.95 

□  Tape  cartridge  cassette  @  $7.50 

Name  (Please  print) 
Address 


City 


State 


ZIP      FN  72 


1 


nnwr 


Faces  Behind  the  Figures 


The  Hambassador 

President  Leon  Rubin  sits  back  in 
the  combination  penthouse-office- 
dining  room  of  Atalanta  Corp.,  the 
U.S.'  biggest  pork  products  import- 
er, and  smiles  at  the  swarms  of  U.S. 
businessmen  hot  after  Eastern  Bloc 
trade.  lie  remembers  when  Polish 
hams,  of  which  he  has  been  sole 
U.S.  importer  since  1948,  seemed 
almost  subversive. 

Now,  at  61  an  old  hand  at  East- 
ern Bloc  trading,  Rubin  finds  it  a 
breeze  to  sell  Polish— or  Rumanian 
or  Hungarian— hams  in  the  U.S. 
And  between  jokes  about  his  sculp- 
ture of  Atalanta,  the  mythical  run- 
ner who  lost  a  race  by  picking  up 
golden  apples,  he  drops  a  few  tips 
on  dealing  with  the  Communists. 

One  is  that  contracts  are  easiest 
signed  if  they  involve  a  trip  by 
Eastern  Bloc  "businessmen"  to  New 
York:  "They  wouldn't  think  of  sign- 
ing a  contract  in  Warsaw." 

He  adds:  "Never  think  of  your- 
self as  outsmarting  them.  Be  ready 
to  wait.  There  are  no  chief  execu- 
tives who  can  commit  the  company. 


Committees  have  labor  and  political 
members  along  with  commercial: 
You  must  sell  them  all.  Then  give 
them  time  to  get  their  instructions." 

While  Eastern  Bloc  hams  will 
provide  40%  to  45%  of  Atalanta's 
$140-million  sales  this  year,  they 
will  vield  onlv  about  a  third  of  its 
estimated  $850,000  to  $900,000 
profits.  Rubin  has  been  expand- 
ing his  seafood  imports  from  Latin 
America,  Japan  and  the  Texas  Gulf 
Coast.  That  last  area  provided  Ata- 
lanta's first  really  bad  purchase,  a 
Texas  shrimp  processor.  "What  do 
we  know  about  the  Texas  Gulf 
shrimp  business?"  asks  Rubin.  He 
just  sold  the  company  after  operat- 
ing for  two  years  at  a  loss,  but 
still  buys  part  of  its  output. 

What  Rubin  does  know  about, 
of  course,  is  Polish  hams.  In  the 
1920s  his  father,  having  fled  the 
Communist  takeover  in  Russia,  be- 
gan producing  them  in  Danzig. 
The  Rubins  fled  there  with  the  rise 
of  Hitler.  After  serving  in  the  U.S. 
Army  in  World  War  II,  Rubin  him- 
self approached  the  nevv  Red  re- 
gime in  Poland.  "Other  importers 


Rubin  of  Atalanta 


wanted  to  buy  only  seasonally  and 
work  on  a  15%  to  20%  markup,"  says 
Rubin.  "I  said,  'I'll  be  your  year- 
round  sales  department  and  do  it 
for  just  a  10%  cut.  Then  we'll  build 
volume  together.' " 

Even  Communist  bureaucrats,  he 
found,  are  willing  to  forget  past 
differences  for  a  good  deal.  ■ 


"You  Got  To  Control  Yourself" 

Like  millions  of  young  Ameri- 
cans, Joe  Hrudka  was  fascinated 
by  machinery;  like  hundreds  be- 
fore him,  he  has  turned  that  fas- 
cination into  a  considerable  fortune. 

After  one  semester  of  college, 
Hrudka  dropped  out  to  devote  full 
time  to  his  hobby,  drag  racing.  He 
was  so  good  at  it  that  twice  he 
won  the  National  Hot  Rod  Associa- 
tion championship. 

Drag  racing?  It  didn't  fit  the 
"youth  market"  stereotype,  and  so 
most  businessmen  ignored  it.  But 
Hrudka  turned  out  to  be  a  better 
businessman  than  most  of  the  ex- 
perts. Drag  racing  is  tough  on  gas- 
kets, and  Hrudka  found  himself 
making  his  own  reusable  ones.  Soon 
he  was  making  them  for  friends. 
In  1965,  at  26,  he  decided  to  go 
into  business  and  set  up  shop  in 
his  home  garage.  Says  Hrudka: 
"You  see  a  need  and  you  fill  it." 

Then  came  Detroit's  sporty 
"high-performance"  Mustangs,  Ca- 
maros  and  Chargers.  They,  too, 
were  tough  on  gaskets.  Soon  the 
whole  Hrudka  family— Joe,  his  fa- 
ther, his  mother  and  his  younger 
brother— were  working  seven  days  a 
week  to  keep  up  with  the  orders. 


Hrudka's  success  didn't  make 
sense  by  ordinary  business  stan- 
dards. He  was  selling  his  reusable 
gaskets  for  $4.95  against  regular 
gaskets  at  77  cents.  "They  told  me 
I  couldn't  get  that  price,"  he  re- 
calls. "I  get  a  kick  out  of  showing 
people  they're  wrong."  They  were 
so  wrong  that  in  1969,  when  Joe 


Hrudka  of  W.R.  Grace 
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was  just  30,  his  Mr.  Gasket  Co. 
went  public.  Last  year  it  did  $8 
million  in  volume  and  netted  about 
$1  million.  It  caught  the  eye  of 
W.R.  Grace  &  Co.  and  was  bought 
for  $17.7  million.  Hrudka's  share 
was  $12  million. 

Is  Hrudka,  now  33,  ready  to  re- 
tire? No.  He  finds  business  as  ex- 
citing as  drag  racing.  When  Grace 
bought  Mr.  Gasket,  Chairman  J. 
Peter  Grace  asked  Hrudka:  "Where 
would  you  eventually  like  to  be?" 

"In  your  chair,"  Hrudka  replied. 
Grace  merely  smiled.  For  insur- 
ance, though,  HiTidka  has  started 
two  businesses  on  the  side.  Bike 
Products  Co.  and  Rupco  In- 
dustries Inc.,  while  continuing  to 
run  Mr.  Gasket  for  Grace. 

As  befits  a  new  millionaire,  Hru- 
dka is  indulging  him.self.  The  ga- 
rage of  his  22-room  ranch  home  in 
suburban  Cleveland  now  hou.ses 
two  Cadillacs,  two  Rolls-Rovces,  a 
Lincoln  Mark  IV  and  a  1937  Wil- 
lys. One  Rolls  is  never  driven;  it  is 
for  admiring  only.  But  Hrudka 
keeps  working  as  hard  as  ever. 

"Success  is  a  nice  feeling,"  he 
says,  "and  it's  nice  fo  etijoy  life; 
there  are  so  many  things  to  enjoy. 
But  you  got  to  be  able  to  control 
your.self.  Most  people  can't."  ■ 
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William  the 
Conqueror.   In 

1066,  this 
illegitimate  son 
of  a  Norman 
duke  invaded 
England,   seized 
the  throne,  and 
then  built  the 
Tower  of  London 
and  84  castles 
to  protect 
himself  from 
his  subjects. 


Henry  VIII. 

Anne  Boleyn, 
the  second  of 
his  six  wives, 
laughed  when  he 
sentenced  her 
to  be  beheaded 
in  the  Tower, 
along  with  her 
five  alleged 
lovers.  She 
couldn't   believe 
he  was  serious. 
He  was. 


Charles  I.  He 

kissed  his 
children  goodby, 
forgave  his 
executioner,  and 
tucked  his  long 
hair  up  under 
his  cap  so  it 
would  not  de- 
flect the  axe. 
Cromwell  called 
his  death  in  the 
Tower  "a  cruel 
necessity." 


Come,  walk  whh  Kings. 


p.  I . 


£ 


Follow  the  footsteps  of  Kings  and 
Queens,  rogues  and  revolutionaries,  | 
traitors  and  tyrants  to  the  "Bloody 
Tower". . .  the  magnificent,  the 
terrifying 


TOWER 


LONDON 


VMVW.  H)-I)AY'HMAL. 
SKK  K()l{  YOliKSKIJ". 


Come,  walk  with  Kings  and  let  the  ancient  gates  of  London's  Tower  creak  shut 
behind  you. 

Walk  with  King  Edward  III  as  he  sallies  forth  from  the  Tower  cell  where  he's 
been  locked  up  for  years.  He  has  vowed  to  avenge  the  murder  of  his  father  and  to 
seize  the  kingdom  from  his  mother  and  her  lover. 

Wasting  little  time,  Edward  threw  his  mother  into  a  dungeon  and  tossed  away 
the  key.  Then  he  had  her  lover  beheaded. 

Walk  with  the  boy-king,  Richard  II.  Stand  fast  with  him  as  he  faces  an  army 
of  100,000  rebels  on  Tower  Hill  and  refuses  to  surrender  his  jeweled  sword  to  their 
leader,  Wat  Tyler. 

Tyler  was  executed  on  the  spot.  Then  Richard  rode  forth,  alone,  into  the  howl- 
ing mob  and.  in  a  child's  voice,  commanded  the  rebels  to  go 
home.  And  they  did. 

Walk  with  King  Henry  VI,  a  gentle  and  retiring  man 
who  doesn't  even  want  to  be  King.  He  is  caught  in  a  power 
struggle  between  his  headstrong  son  and  the  sensual,  violent 
Duke  of  York. 

Arrested  by  the  Duke's  men.  Henry  was  brought  as  a 
prisoner  to  the  Tower  with  his  golden  spurs  struck  off  and 
his  feet  bound  under  his  horse  by  leather  thongs.  When  his 
son  was  killed  in  battle  and  only  he  stood  between  the 
Duke  and  the  throne,  Henry  was  murdered  in  his  cell  as  he 
knelt,  praying. 

To  walk  with  Kings,  you  need  only  a  little  imagination  and  your  own  copy, 
for  $6.95,  of  Tower  of  London — something  that's  more  of  a  memorable  experience 
than  it  is  a  book. 

It's  one  of  a  new  and  richly-illustrated  series  by  Newsweek  called  Wonders  of 
Man.  Other  volumes  include:  The  White  House,  Venice,  The  Forbidden  City  of 
Peking,  Notre-Dame  de  Paris,  The  Kremlin, 
Statue  of  Liberty,  The  Colosseum,  El  Escorial, 
The  Pyramids  and  the  Sphinx. 

(For  a  truly  "special"  library,  you  may 
prefer  Tower  of  London  and  future  vol- 
umes in  the  gold-tooled  deluxe  edition.  Just 
check  the  appropriate  box  on  the  coupon 
below.) 

Send  no  money.  Your  copy  of  Tower  of 
London — and  each  succeeding  Wonders  of 
Man  volume — is  yours  to  examine  for  10 
days  in  your  own  home.  See  coupon  below 
for  full  details. 


Examine  Tower  of  London  in 
your  own  home.  Read  it  cover 
to  cover.  Enjoy  the  many  mag- 
nificent full-color  illustrations 
.  .  .  the  fine  binding  and  print- 
ing ..  .  the  24-page  special 
section.  The  Tower  of  London 
in  Literature.  If  you  do  not 
agree  that  this  is  a  truly  mem- 
orable book,  return  it  in  10 
days  and  owe  nothing.  Or  keep 
it  for  $6.95  (plus  a  smalt  ship- 
ping and  handling  charge).  You 
will  then  receive  future  volumes 
at  regular  two-month  intervals 
—each  one  on  the  same  10-day 
free  examination  basis.  Send 
for  your  copy  of  Tower  of  Lon- 
don today! 


To:   NEWSWEEK  /  Wonders  of  Man  2WRR 

444  Madison  Avenue,  New  York,  N.Y.  10022 

Please  send  me  Tower  of  London  to  examine  free 
for  10  days  and  enter  my  trial  subscription  to 
Wonders  of  Man.  If,  after  examining  this  book,  I  do 
not  cfioose  to  keep  it,  I  may  return  it  within  10  days 
and  I  will  be  under  no  obligation.  If  I  keep  Tower 
of  London,  I  will  pay  only  $6.95  plus  shipping  and 

idling.  You  may  then  send  me  future  volumes 
m  the  series,  shipped  a  volume  at  a  time  at  two 
month  intervals  at  the  same  price  of  $6.95  plus 
shipping  and  handling. 

Each  book  is  to  be  sent  to  me  on  approval.  I  may 
return  any  book  in  this  series  within  10  days  after 
receiving  it,  and  I  can  cancel  my  subscription  at 
any  time  simply  by  notifying  you. 


My  initials: 


D 


Mr. 

Mrs. 

Miss 


I  would  prefer  having  Tower  of  London— and  any 
future  volumes  I  may  take— in  the  Deluxe  Edition 
with  Skivertex  binding  at  only  $2  more  per  book. 


(please  print) 


Address 


City 


State 


Zip 


Note:  Available  only  in  U.S.  and  Canada.  Residents  of  Canada:  Please 
mail  this  form  In  envelope  and  add  $1.00  more  per  volume. 
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The  Funds 


A  Tale  of  Two  Funds     ■ 

Investors  have  come  to  realize 
that  managing  a  growth  fund  can 
be  done  (or  undone)  in  a  bewilder- 
ing variety  of  ways.  And  as  income 
funds  soar  in  popularity,  it's  be- 
coming apparent  that  the  same 
holds  true  for  them  as  well. 

As  an  example  of  income  funds, 
take  two  bond  funds  with  some  of 
the  most  generous  yields  around: 
Keystone  B4  and  Colonial  Income 
Fund.  The  purpose  of  both  is 
roughly  the  same:  generous  in- 
come yields  laced  with  possible 
capital  appreciation.  Between  June 
1971  and  June  1972,  Keystone  B4 
had  a  yield  of  7.1%,  just  about  the 
best  in  the  business,  and  a  capital 
appreciation  of  8.4%.  Colonial  had 
a  yield  of  6.7%  and  capital  appre- 
ciation of  4.7%  (the  previous  year 
its  appreciation  was  10.3%) . 

While  the  two  funds  may  share 
the  same  goal,  they  certainly  take 
different  roads  to  reach  it. 

B4,  one  of  Keystone's  three  bond 
funds,  goes  after  high  yields  by 
buying  low-grade  bonds,  bonds 
that  sell  far  below  par  or  have 
horrible  ratings  from  the  rating 
services.  Widows  and  orphans  may 
prefer  high-quality  bonds,  but  B4 
avoids  them  like  a  cat  shuns  water. 
Colonial  prefers  its  bonds  A  rated 
or  better. 

So  the  strategy  of  B4  is  self- 
evident:  buy  a  discounted  bond 
and  thus  get  a  higher-than-normal 
yield  and  a  hefty  capital  gains  po- 
tential to  boot. 

"We  are  not  necessarily  interest- 
rate  sensitive,"  says  B4's  Fund 
Manager  Leonard  Darling.  "SUght- 
ly  higher  interest  rates  should  have 
little  impact  on  an  unrated  discount 
bond  yielding  12%. 

"We  are  more  company  sensi- 
tive," iparling  goes  on.  "If  the  econ- 
omy \^  healthy,  our  job  is  to  pick 
companies  that  haven't  had  a  good 
earnings  record  and  whose  debt  is 
cheap,  and  then  see  what  the  pos- 
sibilities are  that  future  earnings 
will  come  through." 

Rewarding,  but  risky.  B4  has 
had  plenty  of  duds,  like  its  various 
issues  of  Lehigh  Valley  Railroad. 
It  has  also  had  plenty  of  turkeys 
in  private  placements  and  hard-to- 
market  bonds,  like  Santiago  De- 
velopment (which  cost  it  $1  million 
and  are  now  worth  $50,000 ) . 

The    speculative    nature    of    B4 


makes  it  vulnerable  to  rough  eco- 
nomic weather.  When  interest 
rates  rose  sharply  in  1969-70,  B4's 
net  asset  value  per  share  skidded 
nearly  20%.  Between  1962  and 
1971,  B4  had  an  average  annual 
growth  rate  of  a  paltry  0.7%. 

Admittedly,  however,  the  late 
Sixties  were  hard  times  for  estab- 
lished bond  funds,  because  interest 
rates  took  off  and  the  old-line  bond 
funds  repeatedly  had  to  bail  out 
and  switch  to  ever  higher-yielding 
bonds.  But  B4  did  quite  well  com- 
pared with  its  sister  bond  funds, 
Bl  and  B2:  They  actually  shrank 
in  value  between  1962  and  1971. 
Moreover,  B4  had  consistently 
higher  yields. 

Despite  the  dogs  and  duds,  does 
a  diversified  portfolio  of  low-grade 
bonds  generally  out-achieve  the 
higher  grades?  "There  isn't  much 
doubt  about  it,"  Darling  replies. 

When  circumstances  warrant, 
B4  will  reluctantly  upgrade  its 
quality,  as  in  1969-70.  "To  us,  it 
was  obvious  that  the  Federal  Gov- 
ernment was  serious  about  tight- 
ening credit,"  says  Darling.  "So  we 
felt  it  was  within  our  province  to 
buy  things  like  Jersey  Bell  Tele- 
phone at  9.35%.  But  we  switched 
out  of  high-grade  bonds  in  the  lat- 
ter part  of  1970." 

Even  then,  B4  took  chances.  In 
1970,  Wall  Street  was  full  of  ugly 
rumors  about  the  survivability  of 
Chrysler  Financial.  Despite  the  talk, 
says  Darling,  "We  were  buying 
their  7/8S.  Those  bonds  were  sell- 
ing in  the  70s.  Today,  I've  been 
offered  a  little  over  90  for  them." 

Colonial  Income  Fund,  on  the 
other  hand,  lacks  B4's  love  of  low- 
grade  bonds.  Its  generous  yield  is 
the  result  of  having  a  goodly  por- 
tion of  "cushion"  bonds  in  its  port- 
folio, bonds  that  may  sell  at  a  pre- 
mium, but  have  high  yields. 

But  Colonial  doesn't  sit  back 
clipping  coupons.  Colonial's  for- 
mula, says  Fund  Manager  John 
Beeten,  "can  be  divided  into  thirds. 
One-third  of  it  would  be  the  direc- 
tion of  interest  rates.  A  second  one- 
third  would  be  the  interaction  of 
one  bond  with  another.  The  other 
third  would  probably  be  the  over- 
sold new-issue  market." 

By  interaction,  Beeten  means 
trading  one  bond  for  another  of 
roughly  the  same  quality  but  with 
a  higher  yield  or  better  apprecia- 
tion potential  or  better  marketabil- 
ity. "We  traded  out  some  of  our 
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T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


B        T    DnvAio 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-539-1992 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 

NAME — 


ADDRESS. 
CITY 


.STATE- 


.ZIP. 
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I 
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The 
Doctor 
is  in... 

A  SHIP  MAKES  HIS  HOUSE  CALLS 

The  man  shown  is  a  teacher.  He  gets 
no  pay.  All  he  gets  is  the  satisfac- 
tion of  knowing  that  because  he  cares 
and  sacrifices,  sick  people  are  re- 
stored to  health  and  li\e  happier, 
more  productive  lives. 

He  is  also  a  doctor ...  an  Amer- 
ican ...  a  "Hopie."  If  "Hopie" 
sounds  just  the  least  bit  funny,  the 
service  he  performs  in  developing 
countries  is  a  serious  business  indeed. 
His  kind  has  traveled  to  Asia,  Africa 
and  Latin  America,  training  local 
doctors  and  nurses  and  bringing  med- 
ical aid  to  those  who  desperately 
need  it  .  .  .  all  part  of  a  unique  self- 
help  project  we  call  HOPE. 

This  doctor  and  hundreds  of  his 
fellow  professionals  have  volunteered 
their  time  and  abilities  to  serve  on 
the  world's  first  peacetime  hospital 
ship,  the  S.S.  HOPE.  They  go  forth 
as  teachers  .  .  .  and  their  legacy  bene- 
fits generations  yet  unborn. 


Still  other  "Hopies'"  are  at  home 
training  disadvantaged  Mexican- 
Americans  and  American  Indians  for 
health  careers. 

Send  your  share  of  hope  today. 


PROJECT 


IDRH   7n  *  DECADE    OF   HOPE 
IgDU-fU  ALEGACYOF  HEALTH 


DEPT.  A.  WASHINGTON.  D.C.  20007 
Your  Contribution  is  Tax  Deductible. 


Jim  Walter  7%%  coupon  bonds  at 
99)2  and  purchased  Jim  Walter  9%s 
at  106/2.  The  refunding  and  call 
protection  on  the  9s  were  as  good 
as  on  the  7%s.  The  difference  in 
spread  was  more  than  compensat- 
*ed  by  the  higher  yield." 

When  it  comes  to  new  issues, 
Beeten  has  the  advantage  of  hav- 
ing once  sold  bonds:  "You  can  real- 
ly understand  what  the  thinking 
process  of  an  investment  banker 
is."  Beeten  seldom  buys  new  issues 
when  they  are  first  offered.  Instead, 
he'll  wait  until  the  underwriting 
group  "breaks"  the  bond's  original 
ottering  price.  "Sometimes  that 
first  break  is  very  attractive  for  a 
buyer,  because  there  are  many  in 
the  underwriting  group  who  just 
want  to  get  it  off  their  books  and 
move  on." 

Beeten  will  make  plays  in  con- 
vertibles if  he  thinks  he  can  get  a 
quick  profit.  Othenvise,  he  tends 
to  avoid  them.  "For  the  most  part, 
convertibles  don't  carry  their 
weight  in  yields." 

VVHien  it  comes  to  big  move- 
ments in  interest  rates,  Beeten  can 
act  quickly  and  thoroughly.  In 
1970  Colonial's  turnover  rate  was 
an  astonishing  96%.  Last  year,  it 
was  only  26?.  "The  year  1970  pre- 
sented extraordinary  opportunities 
for  fixed-income  management, "  ex- 
plains Beeten.  "The  turnover  is  de- 
termined only  by  opportunity." 

As  for  the  fund's  sources  of  capi- 
tal gains,  Beeten  says  roughly  40% 
comes  from  convertibles,  40%  from 
"market  action  in  bonds"  and  20% 
from  common  stocks. 

Neither  Beeten  nor  Darling  fore- 
sees a  1973  credit  crtmch  a  la 
1969-70.  "I  just  don't  believe  that 
interest  rates  in  the  long  term  are 
really  moving  up,"  says  Beeten. 

So  there  you  have  it:  two  con- 
tradictory ways  of  managing  a  suc- 
cessful income  fund.  B4  is  that 
.seeming  contradiction,  a  speculator 
in  bonds.  Colonial  is  the  more 
traditional,  paying  attention  to  dis- 
parities between  similar  bonds,  go- 
ing after  the  small  bargains,  oc- 
casionally playing  the  convertibles. 

Does  the  variety  end  there?  By 
no  means:  Consider  such  further 
alternatives  as  the  use  of  leverage 
or  private  placements,  or  buying 
guaranteed  bank  loans. 

So  an  investor  interested  in  in- 
come funds  would  do  well  to  do 
what  investors  should  ahrai/s  do- 
look  carefuliv'  before  deciding.    ■ 
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Phisumerism. 

What  it  means 
to  the  consumer. 


Prosumerism.  A  word  that's 
very  new  to  consumers.  But  its  ef- 
fect is  being  increasingly  felt  in  the 
marketplace. 

Consumers  are  discovering 
that  there  is  a  greater  sensitivity  to 
their  needs  and  wants.  As  well  as  a 
genuine  interest  in  satisfying  them. 

They're  finding  that  a  growing 
number  of  businessmen  are  not  only 
keeping  up  with  consumer  de- 
mands, but  anticipating  them. 

For  example,  more  and  more 
food  packages  are  now  carrying  nu- 
tritional information  as  an  integral 
part  of  their  labeUng. 

Buyers  of  a  leading  make  of 
TV  sets  automatically  receive  calls 
from  company  headquarters  asking 
if  they're  satisfied  with  their  pur- 
chases. And  fast  action  if  they  aren't. 

And  a  major  automobile  man- 
ufacturer has  formed  a  whole  new 
division  designed  to  make  servicing 
cars  as  important  as  selling  them. 

Along    with    more    detailed, 


*  Long  distance  •elephone  interviews  were  conducted  with 
female  heads  of  households  in  the  20  top  SMSA's 
(Standard  Metropoliton  Statistical  Areas).  The  700  sample 
size  was  distributed  in  proportion  to  the  population  of 
•ach  of  the  SMSA's.  Within  each,  a  random  sample 
was  developed  by  the  Data  Group,  Incorporated, 
from  that  area's  telephone  directories. 


more  meaningful  guarantees  have 
come  more  direct,  more  informa- 
tive ad  messages.  Advertising  that 
not  only  sells,  but  clearly  and  hon- 
estly tells  the  consumer  what  she's 
entitled  to  know  about  the  product 
and  its  performance. 

Prasumerist  advertising.  The 
kind  that  she  can  easily  understand 
and  readily  believe. 

And  today's  marketers  are 
more  convinced  than  ever  that  the 
pages  of  Good  Housekeeping  offer 
an  unusual  opportunity  for  pro- 
sumerist  advertising. 

Study  after  study  demon- 
strates that  our  magazine  creates  a 
climate  that  inspires  genuine  con- 
fidence among  our  readers  and  im- 
parts a  unique  believability  to  your 
advertising. 

Case  in  point,  a  new  Data 
Group  Incorporated  study  of  eight 
women's  magazines.  Respondents 
were  asked  to  select  the  one  maga- 
zine where  they  had  the  most  con- 


'  National  probability  sample.  1,314  personal  interviews  among  adult 
females.  Conducted  June  15— June  23,  1972,  as  part  of  Bruskin's  regular 
AIM  survey.  Respondents  were  asked  which  of  1 1  magazines  they  read 
regularly.  For  each  of  those  magazines  read  regularly,  they  were  then 
asked  about  their  confidence  in  the  advertising  that  appeared  in  that 
magazine  (complete  confidence,  a  good  deal  of  confidence,  some 
confidence,  or  no  confidence). 


fidence  in  the  editorial -and  in  the 
advertising- that  appear  in  it.  The  re- 
sults show  that  in  both  cases  Good 
Housekeeping  is  a  resounding  num- 
ber one.* 

Another  1972  study,  done  by 
R.  H.  Bruskin  Associates,  showed 
that  among  11  major  magazines, 
advertising  in  Good  Housekeeping 
produced  the  greatest  reader  con- 
fidence.** 

In  today's  climate  of  consumer 
skepticism,  confidence  and  believ- 
ability are  becoming  major  factors 
in  the  media  buying  decision. 
They're  directly  related  to  the  way 
products  move  in  the  marketplace. 

Here  at  Good  Housekeeping, 
we  make  sure  that  women  never 
lose  confidence  in  what  w©-  say. 
Which  makes  what  you  say  all  the 
more  believable. 

And  makes  one  magazine  the 
best  place  to  say  it. 

Good  Housekeeping 

^Good  Housekeeping''* 
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$100,000,000 


c 

Household  Finance  Corporation 


7^2%  Debentures,  Series  IR,  due  October  1,  1997 


Price  100% 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 


Dean  Witter  &  Co. 

Incorporated 


William  Blair  &  Company 


BIyth  Eastman  Dillon  &  Co.  The  First  Boston  Corporation  Dillon,  Read  &  Co.  Inc.  Drexel  Firestone 

Incorporated  Incorporalffd 


duPont  Glore  Forgan 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 


Homblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Kidder,  Peabody  &  Co.        Kuhn,  Loeb  &  Co.         Lazard  Freres  &  Co.         Lehman  Brothers         Loeb,  Rhoades  &  Co. 

Incorporated  Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith      Paine,  Webber,  Jackson  &  Curtis     Salomon  Brothers     Smith,  Barney  &  Co. 

Incorporated  Incorporated  Incorporated 

White,Weld&Co. 

Incorporated 

W.  H.  Morton  &  Co. 

Incorporated 


Stone  &  Webster  Securities  Corporation 


Bear,  Stearns  &  Co. 


A.  G.  Becker  &  Co. 

Incorporated 


Wertheim  &  Co.,  Inc. 

E.  F.  Hutton  &  Company  Inc. 


Reynolds  Securities  Inc.    Shearson,  Hammill  &  Co.     Swiss  American  Corporation     Wood,  Struthers  &  Winthrop  Inc. 

Incorporated 

American  Securities  Corporation     Alex.  Brown  &  Sons    Clark,  Dodge  &  Co.    Dominick  &  Dominick,    Hallgarten  &  Co. 

Incorporated  Incor  p  orated 

Hayden  Stone  Inc.     W.  E.  Hutton  &  Co.    Kleinwort,  Benson    F.  S.  Moseley  &  Co.     New  Court  Securities  Corporation 

Incorpomlt-d 

John  Nuveen  &  Co.  Piper,  Jaffray  &  Hopwood  R.  W.  Pressprich  &  Co.  L.  F.  Rothschild  &  Co. 

Incorporated  Incor  porated  Incor  por.it  ed 

Shields  Securities  Corporation  F.  S.  Smithers  &  Co.,  Inc.  G.  H.Walker  &  Co.  Walston  &  Co.,  Inc. 

Incorpor.»trd 

October  S,  1972 
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Composed  of  the  following: 
Production 

•  How  much  are  we  prodgcing?  (federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories} 

•  How  intensively  are  we  building?  (Dept.  ot 


JULY  112.6 

AUG 113.9 

SEPT 115.0 

OCT 115.2 

NOV 116.7 

DEC 117.1 

JAN 117.8 

FEB.    .  119.0 

MAR 122.0 

APR.  122.5 

MAY     124.0 

JUNE  124.3 

JULY  124.4 

AUG.  (Prel.)    125.3 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending''  (Dept  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Market  Malaise 


i#i 


"What  in  hell  is  going  on  in  this 
market!  I  buy  the  stock  of  a  big,  stal- 
wart company  which  is  going  to  have 
record  sales  and  record  earnings  this 
year  and  probably  next  year,  too,  and 
suddenly  it  goes  down  over  25%  in  a 
couple  of  months  as  if  it  were  some 
phony  over-the-counter  speculation. 
Don't  tell  me  that  the  DJI  is  down 
only  a  few  percentage  points  from  its 
high.  My  stocks  are  way  down. 
What's  wrong?"  This  bitter  com- 
plaint coqpes  from  an  investor  friend 
of  mine,  and  the  stock  he  has  in  mind 
is  Westinghouse  Electric,  which  he 
had  bought  earlier  this  year  in  the 
low  50s. 

"Well,"  I  said,  trying  to  give  a  ra- 
tional explanation,  "maybe  Westing- 
house  should  not  have  sold  that  high 
in  the  first  place.  The  P/E  probably 
was  a  little  too  rich."  That,  of  course, 
may  be  the  answer  for  the  decline  of 
a  great  many,  but  certainly  not  all, 
stocks  which  have  performed  so  mis- 
erably recently.  At  its  high  this  year, 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


which  also  was  an  all-time  high,  West- 
inghouse sold  at  over  20  times  esti- 
mated 1972  earnings,  and  while  this 
appears  conservative  when  compared 
with  the  far  more  extravagant  multi- 
ples enjoyed  by  stocks  like  Avon,  In- 
ternational Flavors  or  Johnson  &  John- 
son, there  are  good  reasons  why  some 
people  think  that  Westinghouse 
should  have  a  lower  P/E  than  20. 
One,  its  growth  rate  is  a  good  bit 
slower.  Two,  its  business  is  cyclical. 
Three,  labor  is  an  important  cost  fac- 
tor. Four,  despite  its  prominence, 
Westinghouse  is  faced  with  strong 
competition  in  just  about  any  of  its 
numerous  divisions. 

However,  what  an  investor  will 
pay  for  a  stock  depends  not  only  on 
fundamental  factors  like  these,  but 
also  on  what  he  thinks  of  the  future, 
a  particular  company's  future  as  well 
as  the  outlook  for  the  economy,  pol- 
itics, war  or  peace,  and  so  forth.  In 
recent  weeks  investors,  institutions  as 
well  as  the  public,  seem  to  have  been 
viewing  the  future  with  growing  mis- 
givings. They'd  rather  not  buy  stocks. 


and  it  is  this  attitude,  rather  than 
strong  selling  pressure,  which  makes 
the  market  look  so  sick  right  now. 

It  is  symptomatic  that  money  is 
pouring  into  savings  banks,  and  that 
even  a  $304-million  bond  offering  of 
New  York  City,  which  does  not  en- 
joy a  prime  credit  rating,  goes  out 
the  window  within  a  few  hours,  and 
at  the  lowest  interest  cost  in  3/2  years. 
What  are  the  potential  stock  ]:>uyers 
afraid  of? 

Higher  Interest,  Higher  Taxes 

It  is  true  that  the  banks'  prime  rale 
has  been  creeping  up  to  about  5/8% 
at  present.  But  this  was  to  be  expect- 
ed and  is  perfectly  normal  during  pe- 
riods of  expanding  business  activity. 
It  simply  requires  more  working  cap- 
ital to  handle  a  larger  volume  of  busi- 
ness. Inventories  will  be  larger,  as 
will  receivables,  payrolls  and  taxes. 
Growing  credit  demand,  in  fact,  is  a 
healthy  sign. 

There  is  little  danger,  I  believe,  of 
another  credit  crunch  such  as  we  ex- 
perienced in  1970.  Most  well-managed 
companies  have  cleaned  up  their  bal- 
ance sheets  during  the  past  two  years, 
generally  replacing  short-term  bank 
loans  with  long-term  bonds.  There 
should  be  no  need  for  large-scale  emer- 
gency financing  as  was  the  case  2% 
years  ago. 

Furthermore,  the  rise  in  the  prime 
rate  has  had  virtually  no  effect  so 
far  on  long-term  interest  rates,  which 
have     been     remarkably     stable     at 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 
Rio  Grande  Valley 

THIS   IS  OUR  47th  YEAR 

}^-bu.  Grapefruit  $  7.50 

Carton  of  12  Grapefruit $  5.70 

Full  bu.  Grapefruit $10.90 

Carton  of  6  Grapefruit $  3.95 

J^-bu.  G.F.  &  Oranges  $  7.60 

Full  bu.  G.F.  &  Oranges $10.95 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets : 

M-bu.  $8.50 Full  bu.  $12.50 

All  are  delivered  prices 


WE    TRUST    YOU!    Send    Your    gift    list 
now    and     pay     our    invoice     in    January. 


Other  citrus   paclcs  and   also  pecans,   rare  honejrs, 
fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  Illustrated  folder. 

PITTMAN    &   DAVIS,    INC. 

901  N.  Exp.,  HARLINGEN,  TEXAS  78550 

Established  1926 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDiHc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Depl.  Afi 
Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
City 


.State. 


Zip  Code- 


around  7%%  for  many  months.  It  is 
possible,  of  course,  that  this  will 
change  and  that  bond  yields  will  go 
up  to  8%  or  even  higher.  Yet  in  spite 
of  predictions  that  this  will  happen, 
corporations  don't  seem  to  be  in  a 
hurry  to  take  advantage  of  present 
favorable  bond-market  conditions. 

The  other  bugaboo  that  seems  to 
bother  the  stock  market  is  the  fear  of 
higher  taxes.  Mr.  Nixon,  who  pre- 
sumably will  be  reelected  next  week, 
denies  any  such  intentions,  provided 
Congress  doesn't  go  hog  wild  in  its 
money  appropriations.  Perhaps  Mr. 
Nixon's  promises  should  be  discount- 
ed as  election  rhetoric,  but  it  may  ac- 
tually become  desirable  to  raise  taxes 
a  notch  as  a  brake  on  the  economy 
if  boom  conditions  should  develop 
next  year.  This  could  very  well  hap- 
pen if  the  economists  are  right  in 
their  forecasts  that  the  GNP  will  rise 
by  another  -SlOO  billion  to  $110  bil- 
lion in  1973. 

Wages  and  Inflation 

The  coming  year  will  see  an  un- 
usually large  number  of  important 
labor  contracts  up  for  renewal.  If  the 
economy  should  be  prospering,  if  not 
booming,  and  with  corporate  profits 
continuing  to  ri.se,  labor's  demands 
undoubtedly  will  be  stiff.  It  remains 
to  be  seen  whether  present  wage  con- 
trols will  be  effective  in  keeping  the 
inevitable  increases  within  the  bounds 
of  reason.  Investors,  understandably, 
are  much  concerned  about  this  situa- 
tion, and  the  possibility  of  major 
strikes  is  very  real. 

Inflation  right  now  has  been  re- 
duced to  an  almost  acceptable  rate. 
It  is  now  substantially  less  than  in 
Europe.  The  result  is  clearly  visible 
in  the  strengthening  of  the  dollar's 
position  all  over  the  world,  with  the 
exception  of  Japan.  Unfortunately, 
this  could  change  again  for  the  worse 
if  we  should  encounter  major  labor 
problems  next  year,  causing  resump- 
tion of  strong  inflationary  pressures. 

When  you  are  in  a  worrying  mood 
—and  that's  the  only  way  to  describe 
the  atmosphere  in  Wall  Street— th(>ie 
simply  is  no  bright  side  to  any  (jiies- 
tion.  Even  the  Wankel  believers  have 
put  away  their  rose-colored  glasses. 
Every  time  an  analyst  is  (juoted  with 
an  unfavorable  opinion  on  a  stock,  or 
if  a  favored  growth  company  comes 
out  with  flat  earnings  for  the  latest 
(juarter,  that  stock  falls  out  of  bed. 
Last  but  not  least,  as  far  as  market 
.sentiment  is  concerned,  many  techni- 
cal market  analysts  cite  chapter  and 
verse  to  prove  that  we  are  in  a  bear 
market. 

The  present  has  considerable  simi- 
larity to  conditions  about  a  year  ago. 
Last    November,    too,    investors    were 


discouraged  and  ready  to  throw  in  the 
towel  and  quit— rather  prematurely  as 
it  turned  out,  because  the  DJI  jumped 
1.50  points  during  the  next  few  months. 
Last  fall  people  were  disappointed  that 
the  long-heralded  recovery  was  so 
slow  in  coming  despite  the  economists' 
optimistic  projections  for  1972.  Well, 
the  economists  proved  to  have  been 
amazingly  right.  In  fact,  nothing  went 
Svrong  with  the  economy  so  far  this 
year.  Must  we  again  assume  that  ev- 
er) thing  will  go  wrong  in  1973? 

A  Higher  Market 

For  the  past  several  weeks  the 
stock  market  tables  of  the  major  news- 
papers have  shown  the  P/E  ratios  of 
all  common  stocks  listed  on  the  New 
York  and  the  American  stock  ex- 
changes. Just  take  a  close  look  at  this 
new  column  and  you  will  be  astound- 
ed to  see  how  the  combination  of  ris- 
ing profits  and  falling  stock  prices 
has  lowered  the  P/E  of  a  great  many 
solid  stocks  to  10  or  less.  The  mar- 
ket abounds  with  good  values.  Unless 
the  whole  country  goes  to  pot  some- 
time next  year— in  which  case  all 
prophecies  of  higher  earnings  will 
have  to  be  scrapped— I  cannot  see 
much  downside  risk  for  stocks  of  good 
companies  whose  financial  reports  can 
be  trusted. 

It  is  not  ea.sy  to  be  cheerful  when 
one  is  surrounded  by  deep  gloom. 
But  it  has  always  been  that  way.  No 
one  wants  to  buy  stocks  when  they  get 
cheaper  and  cheaper,  and  when  to- 
day's purchase  is  likely  to  .show  a  lo.ss 
by  tomorrow.  It  might  be  easier  to 
overcome  this  psychological  block  if 
one  paid  more  attention  to  old  Benja- 
min Graham's  concept  of  value,  in- 
stead of  being  undnh  sensitive  to 
.short-lenn  price  fluctuations.  One 
thing  is  sure:  When  the  turn  in  the 
market  comes.  ever\nne  unll  hustle 
trying  to  get  onto  the  bandwagon  in 
time,  and  the  first  20  points  in  the 
DJI  may  be  regained  within  a  matter 
of  hours,  not  days. 

I  don  t  know  what  will  cause  a 
change  in  market  .sentiment.  It  miglil 
be  triggered  by  a  cease-fire  agree- 
ment with  Hanoi,  or  it  could  Ih' 
caused  by  massixe  purchases  of 
American  stocks  by  European  inves- 
tors, who  for  once  seem  to  have  more 
confidence  in  the  dollar  and  in  the 
outlook  for  the  American  economy 
than  we  show  over  here.  Taking  all 
known  factors  into  account.  I  belie\c 
that  stock  prices  bottomed  oiil  in  Oc- 
tolier  and  that  the  market  will  be  sig- 
nificantly higher  by  the  year-end.   ■ 


Mr.  Hooper  is  out  of  toteu  on  htisi- 
urss.  His  eolumn  will  apprnr  in  the 
tK'xl  issue. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


A  Not-So-Split  Personality 


During  most  of  the  past  eight 
months,  developments  in  the  stock 
market  yielded  evidence  of  a  deepen- 
ing split-personality  problem.  While 
the  major  price  indices  made  no  net 
progress  whatever,  a  relative  hand- 
ful of  glamour  stocks  kept  rising  to 
new  highs,  but  a  majority  of  issues 
kept  declining.  This  persistent  weak- 
ness in  the  market's  "breadth"  led 
some  technically  oriented  observers  to 
conclude  that  the  averages  are  head- 
ed for  a  comparatively  wide  and  pos- 
sibly protracted  decline,  and  that  the 
market  as  a  whole  may  be  unable  to 
stage  a  significant  advance  before  its 
split-personality  problem  has  been 
cured— at  much  lower  price  levels  for 
most  stocks. 

As  readers  may  be  aware,  I've  been 
unwilling  to  share  this  bearish  view- 
point, partly  because  I  think  it  will 
in  the  end  be  frustrated  by  persistent 
strength  in  "fundamental"  business 
and  earnings  trends,  and  partly  be- 
cause the  day-to-day  relationship  be- 
tween "breadth"  and  price  indices 
since  last  spring  has  jailed  to  develop 
characteristics  that,  in  the  past,  have 
almost  invariably  foreshadowed  severe 
overall  price  declines. 

Besides,  it's  possible  to  demonstrate 
that  the  market's  personality  schism 
is  no  longer  nearly  as  acute  as  it 
might  seem,  in  "breadth"  as  well  as 
in  the  major  price  indices.  As  of  early 
last  month,  for  example,  Standard  & 
Poor's  reported  that  the  price/ earn- 
ings ratio  for  its  425-stock  price  in- 
dex, based  on  estimated  1972  earn- 
ings, was  18.2,  but  that  about  two- 
thirds  of  the  component  issues  were 
selling  at  multiples  under  18,  almost 
half  under  14,  over  one-eighth  at 
multiples  ^.'between  6  and  9.9.  Of  the 
one-third  of  the  issues  commanding 
multiples  over  18,  only  one-third  in 
turn  were  selling  at  "glamour"  multi- 
ples of  30  or  more. 

A  similar  analysis  of  the  Dow  Jones 
industrials,  based  on  S&P's  published 
estimates  of  its  components'  1972 
earnings,  yielded  an  average  multiple 
of  about  14.5,  with  22  (almost  15%) 
of  the  30  issues  at  below-average 
multiples,  two  at  moderately  above- 
average  multiples  and  six  at  multiples 
ranging  from  20  to  42.  No  fewer  than 

Mr.  Schuiz  is  a  senior  vice  president  of  the  NYSE 
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16  issues— more  than  half  of  the  Dow 
-were  being  traded  at  multiples  rang- 
ing from  12  down,  five  of  them  at  8 
to  10  multiples. 

Now  that  some  major  newspapers 
list  P/E  ratios  in  their  daily  tables 
of  stock  transactions  on  the  New 
York  and  American  stock  exchanges, 
it  has  become  easy  to  make  the  same 
sort  of  breakdown  for  the  stock  mar- 
ket at  large.  In  taking  such  a  census 
of  NYSE  listings  recently,  when  the 
Dow  stood  near  945,  all  entries  with 
multiples  from  0  to  5  were  ignored 
to  filter  out  preferred  stocks,  war- 
rants and  common  stocks  with  per- 
haps doubtful  or  no  earning  power; 
this  eliminated  about  one-sixth  of  all 
issues  traded  on  the  sample  day.  Next, 
account  was  taken  of  the  fact  that 
the  multiples  shown  in  the  stock  ta- 
bles were  based  mostly  on  earnings 
reported  for  the  12  months  through 
mid-1972;  to  adjust  for  the  near-cer- 
tainty that  earnings  for  the  12  months 
through  next  December  wiU,  in  the 
aggregate,  be  higher,  all  listed  multi- 
ples were  marked  down  by  10%,  ar- 
bitrarily but,  according  to  most  avail- 
able indications,  not  unrealistically. 

No  Deep  Downirend 

The  results  were  as  follows:  Almost 
30%  were  trading  at  multiples  be- 
tween 5  and  10,  another  30%  or  so 
between  10  and  14,  about  15%  be- 
tween 14  and  18,  and  the  remaining 
25%  were  spht  about  evenly  between 
the  ranges  of  18  to  27  and  27  to  45- 
plus.  In  other  words,  some  60%  of  the 
stocks  were  valued  below  the  Dow's 
average  multiple,  some  75%  below  the 
S&P's  industrials'. 

To  my  mind,  these  data  suggest 
that  no  more  than  relatively  small  mi- 
norities of  the  market  at  large  as  well 
as  of  the  major  price  index  compo- 
nents may  still  be  vulnerable  to  sig- 
nificant price  weakness— not  enough 
issues,  I  suspect,  to  warrant  expec- 
tations of  a  deep  and  lengthy  all- 
embracing  downtrend.  In  other 
words,  the  stock  market's  "identity 
crisis"— is  it  cheap  or  dear?— may  al- 
ready be  largely,  perhaps  even  fully, 
resolved.  Allowing  for  a  probability, 
widely  accepted  among  economists, 
that  1973  corporate  earnings  will  be 
up  another  10%  or  so,  one  wonders 
why  there's  been  such  a  crisis  at  all.  ■ 


There  is  an 

alternative 

YOU  DON'T  HAVE  TO  GIVE 
CONTROL  OF  YOUR  PORTFOLIO 
TO  SOMEONE  ELSE  TO  OBTAIN 
COMPETENT  INVESTMENT 
COUNSEL. 

Babson's  offers  you  an  attractive  alterna- 
tive if  you  want  to  give  your  investment 
portfolio  the  benefits  of  professional  in- 
vestment counsel  without  sacrificing  your 
personal  discretionary  powers  over  your 
own  cash  and  securities. 

Furthermore,  if  you  object  to  the  general 
requirement  of  paying  a  counseling  fee 
based  on  a  percentage  of  your  portfolio, 
you'll  find  Babson's  fixed-fee  a  welcome 
contrast. 

At  Babson's  we  concentrate  on  invest- 
ment research,  advice  and  counsel.  We 
are  not  in  any  way  engaged  in  the  bro- 
kerage or  mutual  fund  business.  As  a 
Babson  client  you  will  buy  and  sell 
through  your  present  broker  and  re- 
tain final  approval  over  all  your  trans- 
actions. 

The  Babson  organization's  68  years  ex- 
perience, independent  research  depart- 
ment, modern  in-house  computer  plus 
individual  attention  to  your  portfolio, 
assure  you  of  unbiased,  professional 
investment  counsel  precisely  suited  to 
your  personal  investment  aims  and 
needs. 

The  fee  is  fixed  —  not  computed  as  a  per« 
centage  of  the  value  of  your  cash  and  se- 
curities.   Usually  counseling  services  start 
with  a  minimum  fee  and  go  up  from  there, 
Babson's  Appraisal  and  Review  Service  be- 
gins and  ends  with  a  single  universal  fee. 
This  is  the  way  it  has  always  been  at 
Babson's.   We  have  found  that  a  client's 
total  portfolio  value  is  not  necessarily  the 
governing  factor  in  determining  our  costs. 
In  fact  it  seldom  is.   We  think  the  modest 
charge  will  surprise  you  and  actually  be 
much  less  than  you  would  expect. 
So  before  turning  over  your  cash  and 
securities  —  lock,  stock  and  dividends  — 
to  someone  else  to  manage  and  trade 
at  their  discretion,  on  a  percentage-fee 
basis,  why  not  investigate  the  alterna- 
tive offered  by  Babson's? 
Babson's  Investnnent  Appraisal  and  Re- 
view Service,  we  believe,  is  ideally  suited 
for  personal  portfolios,  pension,  endow- 
ment, or  other  institutional-type  funds 
regardless  of  size.  A/lail  this  coupon  for 
complete  details. 

babson's^B^ 
reports  inc. 

INVESTMENT  MANAGEMENT  DIV. 

WELLESLEY  HILLS,  MASS.  02181 
Founded  in  1904  by  Roger  W.  Babson 
Please  send  complete  information  on 
Babson's  Investment  Appraisal  and 
Review  Service. 

Name . 


Street  &  No. , 

City State 


Zip 


Dept.  F-949 
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RENTAL-PURCHASE  Program  Available 


Your  STAIR-GLIDE?  Installs  easily  and  in  less 
than  2  tiours.  No  marring  walls  or  stairway. 
No  special  wiring  required.  Shipped  from  fac- 
tory within  3  days.  STAIR-GLIDE?  ...  the  na- 
tion's largest  selling  stairway  elevator! 
USED  BY  THOUSANDS:  CARDIAC  PATIENTS, 
ARTHRITICS.  SENIOR  CITIZENS.  RESTRICTED 
PHYSICAL  ACTIVITIES,  POST  OPERATIVES  .  .  . 
and  household  convenience. 
WRITE  FOR  FREE  BROCHURE  AND  NAME  OF 
DEALER    NEAREST   YOU. 

AMERICAN  STAIR-GLIDE' CORP. 

201  West  80th  Terrace,  Dept.F-11 
Kansas  City,  Missouri  64114  . 


MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
nov;  be  available  to  you.  At  no 
obligation,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  159, 
Mexico  6,  D.  F.,  Mexico. 

MEXLETTER 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by 

JOHN  W.  SCKULZ 

a  senior  Vice-President  of  this  firm 
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STOCK  TRENDS 

By  Myron  Simons 


The  Which-One-ls-Next  Syndrome 


The  stock  market  is  suftering  from 
a  psychological  trauma  that  could  be 
called  the  Which-One-Is-Next  Syn- 
drome: Wliich  is  the  next  glamour 
stock  to  get  clobbered?  It's  enough, 
admittedly,  to  make  the  calmest  man 
nervous.  Here  are  stocks  which  are 
supposed  to  justify  their  premiums 
because  of  their  long-term  growth 
prospects.  Yet  they  get  the  stuffing 
kicked  out  of  them  because  of  short- 
term  disappointments. 

Why  should  a  stock  drop,  say  50%, 
because  of  a  disappointing  quarterly 
report?  In  theory  it  should  not,  pro- 
vided the  long-term  prospects  still 
look  good.  \\'hat  happens,  howexer, 
is  diis:  The  performance  boys  have 
to  get  their  kicks  from  glamour  stocks, 
since  the  glamours  are  the  only  stocks 
that  have  been  doing  much  the  past 
couple  of  years.  The  performers  don't 
want  to  see  any  of  their  glamour  prof- 
its melt  away.  They  are,  therefore, 
jumpy  and  quick  to  dump  the  glam- 
ours as  soon  as  they  see  even  minor 
doubts  creeping  in. 

Watching  the  resulting  bloodbaths, 
the  individual  investor  gets  under- 
standably timid,  wondering  whether 
the  whole  market  is  full  of  the  kind 
of  air  pockets  that  seem  to  exist 
among  the  glamours. 

Wanted:  The  Small  Investor 

That  brings  us  to  what's  wrong 
with  the  stock  market  today,  its  one- 
sidedness.  For  years  individual  inves- 
tors have  seemed  to  be  less  profitable 
for  many  Wall  Street  firms  than  in- 
stitutional clients.  But  there's  a  rub. 
While  the  profits  from  institutional 
clients  may  be  greater,  the  market  as 
a  whole  suffers  when  there  is  a  lack 
of  public  investors.  It  was  the  public 
that  gave  stability  to  the  market 
throughout  the  1950s  and  1960s. 
Sure,  the  individual  investor  some- 
times tended  to  get  overly  excited  at 
the  top  of  the  market;  but  it  was  ho 
who  salted  away  American  Tele- 
phone, General  Motors  and  other  blue 
chips.  Above  all,  many  hundreds  of 
thousands  of  people  with  divergent 
points  of  view,  most  of  them  with  a 
businessman's  instincts  for  value  when 
it  appears,  gave  the  market  its  depth 
and  breadth.   With  these  individuals 
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on  the  sidelines,  the  only  players  are 
the  professionals,  men  who  tend  to 
think  alike— and  act  alike. 

Generally  when  the  economy  gets 
good  the  public  puts  its  money  into 
the  stock  market.  But  recently  the  in- 
dividual investor  has  reversed  the 
procedure  and  salted  cash  away  in 
savings  accounts.  That's  why  it  has 
been  difficult  for  the  market  to  reach 
the  all-time  high  of  1000  in  the  Dow 
Jones  industrial  av  erages. 

It  is  easy  to  see  why  so  many  mar- 
ket forecasters  have  assiuned  that  the 
market  would  easily  surpass  1000  in 
the  Dow  before  the  year  was  up. 
The  commonly  expected  earnings  for 
the  Dow  industrials  for  1973  is  $70. 
Even  a  moderate  price/ earnings  mul- 
tiple of  15  times  projected  earnings 
could  carry  the  averages  to  1050. 
With  President  Nixon's  reelection 
seeming  secure  and  peace  in  Viet- 
nam seemingly  close,  money  ought  to 
be  pouring  out  of  savings  accounts 
into  the  stock  market.  But  suppose  it 
doesn't?  Without  going  back  too  far 
in  history,  look  at  the  end  of  1957, 
when  the  public  was  disinterested 
and  Dow  Jones  averages  sold  at  12.1 
times  their  last  12-month  earnings.  If 
we  should  go  back  to  those  lowly  fig- 
ures, the  averages  could  remain  at  the 
840  level  even  with  earnings  as 
high  as  S70. 

Nobody— and  I  mean  nobody- 
knows  whether  this  will  happen  or 
not.  There  have  been  few,  if  any, 
studies  made  on  the  predictabilitv'  of 
public  psychology  in  the  stock  mar- 
ket. It's  always  been  a  fair  assump- 
tion that  individuals  would  come 
along  when  times  got  good.  Mayl>o 
they  will  again  this  time,  but  the  seii- 
sible  investor  should  plan  his  portlolio 
.so  that  it  will  do  well  whether  or  not 
there  is  a  concerted  public  buying 
interest,  whether  or  not  the  Dow  goes 
up  to  IKK)  or  down  to  840. 

How  do  you  do  that?  There  is  no 
magic  involved.  Gompanies  whoso 
prospects  change  dramatically  for  the 
lietter  have  always  been  good  to  in- 
vestors in  anything  less  than  a  real 
crash,  which  I  do  not  fori'scc.  Below 
are  suggestions  in  this  direction. 

One  of  the  new  things  in  the  world 
today  is  tlie  surprising  discovery  that 
a  major  industrial  country  like  the 
Soviet  Union   (an  coine  close  to  hav- 
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ing  a  famine.  It  becomes  more  and 
more  clear  that  agriculture  is  a  growth 
area  and  that  a  country  with  good 
weather  conditions  must  provide  food 
for  those  whose  crops  are  inadequate.^ 
This  will  help  the  manufacturers  of  ' 
farming  equipment.  It  will  also  re- 
quire massive  amounts  of  fertilizers. 
International  Minerals  h-  Chemicals 
(19)  has  had  its  problems  in  the  past 
because  of  an  oversupply  of  some  of 
its  agricultural  chemicals.  But  a  turn- 
around has  been  in  the  making.  Earn- 
ings for  the  year  which  ended  in 
June  were  $1.64.  This  fiscal  year,  the 
company  seems  to  have  a  good 
crack  at  $2  in  earnings.  At  19  Inter- 
national Minerals  seems  to  have  an 
excellent  potential. 

The  U.S.  will  need  vast  quantities 
of  additional  natural  gas.  This  will  re- 
quire ships  to  carry  liquefied  natural 
gas  from  faraway  countries  as  well 
as  new  gas  discoveries.  Tenneco  (25) 
is  in  the  shipbuilding  business,  in  the 
gas  pipeline  business  and  is  an  ex- 
plorer with  interesting  new  gas  fields. 
Its  earnings  this  year  are  expected  to 
be  $2.50  a  share,  up  from  $2.25  last 
year,  and  in  1973  the  company  has 
an  excellent  chance  of  reaching  the 
$2.75  level.  Here  again  is  a  stock 
with  good  long-term  prospects  sell- 
ing at  a  reasonable  price. 

Eleclion-Year  Troubles 

A  number  of  stocks  have  gone 
down  for  reasons  that  seem  to  have 
less  to  do  with  the  prospects  of  the 
companies  than  the  fact  that  this  is 
an  election  year.  In  particular,  ITT 
has  had  no  end  of  political  prob- 
lems, but  its  earnings  and  sales  keep 
growing;  this  year's  profits  are  ex- 
pected to  be  $3.85  per  share,  up  from 
last  year's  $3.45. 

The  auto  companies  are  another  ex- 
ample of  election-year  troubles.  The 
Price  Commission  has  been  sticky 
about  granting  price  increases  even 
for  those  items  of  safety  and  pollu- 
tion control  put  in  the  new  cars  at 
the  Government's  urgings.  After  the 
election,  price  boosts  should  be  easier 
to  get.  With  the  outlook  for  new  car 
sales  as  bright  as  it  is,  the  stocks  of 
all  the  carSnanufacturers  look  cheap. 

There  are  many,  many  more  good 
stocks  which  offer  outstanding  value 
at  their  current  prices.  Whether  the 
market  goes  to  1100  or  to  840,  the 
world  isn't  coming  to  an  end.  If  you 
buy  stocks  in  companies  whose  pros- 
pects are  improving  and  whose  price/ 
earnings  ratfos  are  modest,  you  won't 
get  hurt  either  way.  To  put  it  in  more 
scholarly  terms,  there  are  dozens  of 
stocks  where  the  risk/ reward  ratio  is 
unusually  favorable.  Don't  let  the 
Which-One-Is-Next  trauma  frighten 
you  away  from  the  good  buys.   ■ 
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Receive 
3  months  of 
Value  Line 
for  $25. 
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If  no  member  of  your  household 
has  had  a  subscription  to  Value  Line 
in  the  past  two  years,  you  may . . . 

get  this  l800-page 
Investors  Reference  Service  ( 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 

For  only  $25,  about  half  the  regular  $49  quarterly  rate,  you'll  receive  all  the 
new'full-page  reports  to  be  issued  in  the  next  three  months  on  the  more  than 
1400  stocks  and  67  industries  regularly  monitored  by  The  Value  Line 
Investment  Survey. 

These  new  reports  will  update  and  replace  the  complete  set  of  reports 
on  all  1400  stocks  in  67  industries  already  filed  and  indexed  in  the  Investors 
Reference  Service  binders  which  you  will  have  received  as  a  bonus. 
Filing  takes  less  than  a  minute  a  week. 

In  effect,  you  will  receive  six  months  of  Value  Line  service  for  only  $25— 
the  latest  three  months  and  the  next  three  months.  (The  regular  annual 
rate  is  $189). 

This  special  introductory  trial  is  offered  to  new  subscribers  only  because  a 
large  percentage  of  those  who  once  try  Value  Line  for  three  months  elect  to 
continue  as  full  term  subscribers  at  standard  rates.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  comprehensive  investment  survey 
to  existing  subscribers  at  a  much  lower  fee  than  would  be  required  with  a 
smaller  circulation. 

You'll  find  it  convenient  to  have  the  Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings,  on  more  than  1400  widely-held  stocks  in 
67  industries. 

You'll  also  get  analyses  and  forecasts  of  the  national  economy  and  the 
stock  market . . .  guidance  on  current  investment  policy . . .  plus  Value  Line's 
"Especially  Recommended  Stock  of  the  Week"  and  the  monthly 
"Special  Situation." 

To  take  advantage  of  this  special  introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus  in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 
n  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber, 
n  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 

for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 

will  be  refunded.     Foreign  rates  available  on  request.  Y-16M01 

n  Payment  signature . 

enclosed 

n  Bill  me  for  $189. 
N.Y.  residents  please 
add  applicable  sales 
tax. 


NAME  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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PERRY  WYSONG 

monitors 

SPffiflS 

The  cleverest  Insiders  are  on  Wall  Street — The 
SPECIALISTS  and  Exchange  Members.  The 
best  Informed  Insiders  are  the  Corporate  Offi- 
cials. "CONSENSUS  OF  INSIDERS"  com- 
bines their  INTELLIGENCE  into  one  service 
and  Wvsong  interprets.  You  can't  know  what 
they  know,  but  you  can  do  what  they  do. 

Sitecial  Trial:  Six  Full  Weeks  of  "Insiders" 
svrvice  with  a  FREE  BONUS:  A  Startling  New 
Book  of  184  pages  "HOW  YOU  CAN  USE  THE 
WALL  STREET  INSIDERS".  All  for  only  $10. 


Mail  $10  check  to: 


CONSENSUS  OF  INSIDERS 

P.O.  Boi  10247K       •       Ft.  Lauderdale,  Fla.  33305 

Name 


Address. 
City 


State _ 


.Zip. 


DIAMOND 

INTERNATIONAL 

CORPORATION 

. .  .  the  Uncommon  Company 

91st  CONSECUTIVE 
YEAR  OF  DIVIDENDS 
The  Board  of  Directors  of  the  Diomond 
International  Corporation  on  September 
29,  1972,  declared  a  quarterly  dividend 
of  45<  per  share  on  the  Common  Stock, 
payable  November  1,  1972,  to  shore- 
owners  of  record  October  12,  1972. 

GEORGE  PASCAIE 
Secretory 

PACKAGING  •  PRINTING  •  PAPER 

MACHINERY  SYSTEMS  •  LUMBER 

CONSUMER  PRODUCTS 


60  5th  Ave. 

(Cor.  12th  St.  adjacent  to  church) 

Forbes  Building 
3,600  Sq.  Ft. 

—     Will  divide  to     — 

2,100  sq.  ft 

choice  office  space 

full  service,  central  A/C 

24  hr.  security 

conv.  to  transportation 

owner  managed 

I —  BROKERS  PROTECTED  — > 
Call  Mr.  Greenbers  675-7500  Ext.  203 


THE  MARKET  OUTLOOK 

n 

By  Sidney  B.  Lurie 

«*f 

MA^L^U^ 

The  Constructive  Case 

My  emphasis  continues  to  be  on  the 
constructive  case,  even  though  today's 
suspicions  are  reminiscent  of  those 
which  confined  the  stock  market  to  a 
broad  trading  range  from  1946  to 
1949.  For  one  thing,  the  economic 
liypochondria,  which  dismisses  the 
bright  1973  outlook  for  production 
and  profits  on  the  grounds  of  later 
stumbling  blocks,  overlooks  two  inter- 
nally constructive  considerations:  1) 
While  the  fact  that  major  labor  con- 
tracts must  be  renegotiated  next  year 
suggests  that  wage  and  price  controls 
will  be  continued,  this  should  help 
contain  inflationar\'  price  pressures. 
2)  Apart  from  the  fact  that  a  lessen- 
ing of  inflationary  expectations  has 
constructive  implications  for  interest 
rate  trends,  the  fear  of  a  credit  crunch 
overlooks  the  point  that  the  lessons  of 
the  past  are  too  well  known  for  histor>' 
to  repeat  itself. 

The  classical  signs  of  the  ending 
of  boom,  such  as  excess  inventories 
or  saturated  consumer  demand,  are 
conspicuous  by  their  absence.  Fur- 
ther, there  are  constructive  aspects  to 
today's  hesitation  in  the  sense  that  the 
suspicions  have  been  so  widely  pub- 
licized that  industry  hasn't  had  an  op- 
portunity to  create  excesses,  and  the 
stock  price  structure  as  a  whole  is 
realistic  rather  than  inflated.  More- 
over, the  fact  that  so  many  stocks  are 
selling  below  their  1971  lows  means 
that  there  aren't  speculative  excesses 
to  be  corrected. 

I  believe  there  is  a  backlog  of  po- 
tential demand  which  can  fuel  the 
next  advance.  One  area  consists  of 
the  security  bu\  ing  public,  who  toda\ 
has  record-high  savings  iiank  depos- 
its of  .some  $88  billion.  While  the 
bond  market  is  competing  for  this 
idle  capital,  low  yields  aren't  neces- 
sarily a  barrier  to  rising  equity  prices. 
With  the  international  position  of  the 
dollar  having  strengthened  measur- 
ably in  past  months—the  International 
-\Ioiietar\'  Fund  meetings  leading  to 
mutual  cooperation  rather  than  new 
antagonisms— the  American  market 
today  has  special  appeal  to  Euro- 
pean interests. 

In  this  connection,  I'm  intrigue<l 
with  Cooper  Industries  (.selling  under 
28,  paying  80  cents  on  the  basis  that: 

Mr  Luiie  is  a  partner  in  the  New  Vork  Stock  Ex- 
chanj-M  firm  ol  Josephthal  *  Co. 


1 )  About  70%  of  the  company's  hard- 
ware division  output  is  related  to  con- 
sumer demand.  2)  I  believe  this  di- 
vision of  the  business,  which  will  con- 
tribute about  one-third  of  the  com- 
pany's total  1972  sales,  has  the  po- 
tential for  further  growth  in  1973. 
3)  The  machinerx'  division,  which  will 
contribute  some  55%  of  this  year's 
sales,  has  cut  its  operating  cloth  to  fit 
the  new  pattern  of  demand,  and  di- 
visional earnings  are  up  sharply  even 
though  sales  are  flat.  4)  Cooper's  com- 
pressor division  is  a  natural  benefi- 
ciaiy  of  the  pipeline-building  boom  in 
prospect.  Earnings  in  1972  may  be 
about  S2.50  against  the  depressed 
S1.12of  1971. 

And  Two  More 

I  also  see  reasons  for  interest  in 
Travelers  Corp.  (under  37,  pa>'ing  84 
cents ) .  There  have  l^en  a  number  of 
fundamental  changes  for  the  better 
in  the  insurance  industry's  basic  posi- 
tion, \ia  a  sharpening  up  of  manage- 
ment techniques,  rate  increases  and 
more  professional  merchandising  and 
marketing  policies.  I  believe  the  cas- 
ualty insurance  industry  has  special 
flexibility  in  terms  of  the  profit-mar- 
gin ceiling  which  faces  industr>'  as  a 
whole,  and  the  life  insurance  business 
is  completely  exempt.  I  estimate  1972 
earnings  at  $3.25  compared  with 
S2.80  last  year. 

With  time  on  the  side  of  the  op- 
timists 1  likewise  detect  special  pluses 
in  the  case  of  International  Harves- 
ter (around  36,  paying  $1.40)  in  that 
earnings  should  be  in  the  area  of  $3 
per  share  for  the  fiscal  year  ended 
Oct.  31  compared  with  $1.65  last 
year.  Earnings  in  1973  will  Ih-  free 
of  nonrecurring  plant-closing  expenses, 
which  I  estimate  equalled  about  40 
cents  per  .share  this  year.  And  the 
company's  construction  machinen,'  di- 
vision, which  lost  an  estimated  50 
cents  per  .share  this  year,  may  l)e  in 
the  black  in  1973  inasmuch  as  it  will 
l)e  supplying  heavy  crawler  tractors 
to  Russia  and  has  an  agreement  to 
jiioduce  components  for  Poland.  The 
c()mpan\'s  farm  ('(luipmcnt  business 
will  be  stimulated  by  the  farmers'  cur- 
rent piosixrity  and  the  Ix'nefits  of 
our  huge  grain  sale  to  the  Soviet 
Union.  This  former  blue  chip  is  on 
the  way  to  regaining  its  luster.  ■ 
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Hey,  N.W.  Ayer! 

Some  of  the  most  important  executives  you  know  run  these  companies: 


American  Telephone  &  Telegraph  Co. 
Beckman  Instruments,  Inc. 
Bell  &  Howell  Co. 
Canadian  Breweries  Ltd. 

(Carling  Brewing  Co.) 
Cannon  Mills 
Carrier  Corporation 
Castle  &  Cooke,  Inc. 

(Royal  Hawaiian  Macadamia  Nut  Co.) 
Caterpillar  Tractor  Co. 
Computer  Sciences  Corp. 
Container  Corp.  of  America 
E.  I.  DuPont  de  Nemours  &  Co. 
Economics  Laboratory,  Inc. 
General  Electric  Co. 
General  Motors  Corp. 
Grace,  W.R.,&  Co. 
Honeywell,  Inc. 
Interpace  Corp. 
Jorgensen,  Earle  M.,  Steel  Co. 
Kraftco  Corporation 


Morris  Industries 

(Waste  King  Universal) 
Puget  Sound  Power  &  Light  Co. 
Robertshaw  Controls  Co. 
Robins,  A.  H.,  Co.,  Inc. 

(Caron  Corp.) 
Scott  Paper  Co. 
Singer  Co. 

(Singer-General  Precision,  Inc.) 
Smith,  Kline  &  French  Laboratories 
Sperry-Rand  Corp. 
The  Times-Mirror  Co. 

(Gousha,  H.M.,Co.) 
Transamerica  Corp. 

(Transamerica  Financial  Corp.) 
Triangle  Publications 

(T.V.  Guide) 
Western  Electric  Co. 

(Teletype  Corp.) 
Western  Publishing  Co. 


And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 


No. 


% 


FORBES 

295 

69.2 

BusinessWeek 

261 

61.3 

Time 

243 

57.0 

Fortune 

223 

52.3 

U.S.  News  &  World  Report 

134 

31.5 

Newsweek 

123 

28.9 

None  specified 

3 

0.7 

If  you  have  checked  more  than 

two  of  the  above 

magazines,  which  two 

most  thoroughly? 

FORBES 

177 

41.5 

BusinessWeek 

175 

41.1 

Time 

168 

39.4 

Fortune 

102 

23.9 

U.S.  News  &  World  Report 

71 

16.7 

Newsweek 

61 

14.3 

Not  stated 

16 

3.8 

Now  it's  likely  that  all  the  officers  of  these  important  N.  W.  Ayer  clients  receive  all  six  of  these  magazines 
regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  execu- 
tives, don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a 
convincing.assortment? 


Forbes  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  April  and 
May  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  N.  W.  Ayer  clients  (or 
their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies).  Of  a  net 
mailing  to  614  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comp- 
trollers), 426  or  69.4%  responded. 
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WHICH  FUHDS 

WERE  TOP 
PERFORMERS? 

FundScope,  the  national  monthly  mutual 
fund  magazine,  takes  a  cold  hard  look  at 
the  performance  records  of  470  mutual 
funds  and  comes  up  with  some  eye-open- 
ing data.  Included  in  these  performance 
tables  are  so-called  Go-Go  funds,  No-Load 
funds  and  funds  little  known  except  to 
professional  investors. 

This  dynamic  analysis  gives  you  per- 
formance results  for  each  mutual  fund 
and  the  TOP  10%  IN  PERFORMANCE  and 
the  BETTER-THAN-AVERAGE  and  BELOW- 
AVERAGE  performers  for  each  year  since 
1964.  You  may  be  surprised  to  learn  that 
only  one  fund  hit  the  TOP  10%  in  five  of 
the  eight  years,  three  funds  made  the  TOP 
10%  in  four  of  the  eight  years,  nine  funds 
made  the  TOP  10%  in  three  of  the  eight 
years.  FUNDSCOPE  NAMES  ALL  THESE 
FUNDS  as  well  as  the  above-average 
performers  for  each  of  the  8  years. 

SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope.  PLUS  — 3  bonus  reports:  "Which 
Funds  Were  Top  Performers?";  "Are  No-Load 
Funds  A  Bargain?";  "Which  Funds  Performed 
Well  in  Up  and  Down  Markets?"  AND  the  532- 
page  April  J972  Mutual  Fund  Guide,  the  new 
Bible  of  th'e  fund  industry  with  all  the  vital 
information  you  need  on  468  funds.  (GUIDE 
ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $60.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  Dept.  F-41,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Louisville, 
Kentucky,  on  October  12, 
1972,  declared  a  fourth 
quarter  dividend  of  67.5 
cents  a  share  on  the  Com- 
pany's outstanding  stock, 
payable  December  1,  1972, 
to  stockholders  of  record 
at  the  close  of  business 
on  October  31,  1972. 


The  American  Road 
Dearborn,  Michigan  48121 


Sharing 
faring 


MARKET  TRENDS 

by  Gerald  M.  Loeb 


It's  Not  What  You  Know  But 
What  You  Make  Of  It 


After  spending  more  than  50  years 
on  The  Street  I  have  gained  a  cer- 
tain perspective. 

There  was  a  time  when  what  the 
shrewd  investor  wanted  was  "inside 
information."  This  was  before  the 
coming  of  the  Securities  &  Exchange 
Commission  in  1933. 

Today  they  get  "research." 

In  pre-SEC  days,  everybody  wanted 
to  know  what  Mike  Meehan  and  his 
crowd  were  doing. 

Today  they  want  to  know  what  the 
big  funds  are  doing. 

The  more  things  change,  the  more 
they  remain  the  same. 

The  Securities  &  Exchange  Com- 
mission and  the  various  industry  au- 
thorities turn  heaven  and  earth  to  see 
that  as  much  as  possible  every  inves- 
tor gets  information  at  the  same  time. 
The  latest  move  is  a  planned  "early 
warning  system"  of  threatened  finan- 
cial difficulties. 

And  yet  what  do  the  published  per- 
formance records  show?  They  show 
that  with  all  this  effort  most  investors 
are  neither  making  more  nor  losing 
less  than  they  did  in  the  old  days. 

There  is  a  moral  and  an  important 
one:  What  counts  is  not  so  much  in- 
formation but  the  ability  to  evaluate 
it.  It  has  always  been  this  way. 

If  you  have  the  ability  to  evaluate 
information  you  can  do  well  with 
rather  routine  information,  even  news- 
paper headlines.  If  you  don't  have 
that  ability,  not  even  gold-plated  in- 
side information  will  help  you. 

Years  ago,  I  was  in  Palm  Springs. 
The  telephone  rang  and  my  partner, 
Ruloff  Cutten,  told  me  that  Harry  Sin- 
clair had  given  him  some  inside  fig- 
ures on  Sinclair  Oil  earnings.  I 
checked  his  figures  with  the  average 
of  the  public  earnings  estimates  as  ac- 
cepted by  the  sei-vices  and  analysts. 
If  they  had  been  about  the  same,  I 
would  have  done  nothing.  The  "in- 
side" figure  given  me  was  so  much 
higher  that  there  was  no  doubt  in  my 
mind  about  the  stock  going  up  if  it 
was  correct.  It  proved  correct  and 
the  stock  had  a  good  advance.  This 
was  true  advance  information,  but  it 
had  to  l)e  evaluated  by  the  receiver. 


A  guest  columnist,  Mr.  Loeb  is  the  author  of  Ths 
Battle  for  Investment  Survival  and  The  Battle  for 
Stock  Market  Profits. 


A  few  years  ago,  there  was  the  re- 
search team  that  went  on  a  field  re- 
search trip  to  a  particular  Canadian 
company.  After  meeting  management, 
they  submitted  a  glowing  report. 

I  heard  about  this  and  made  a 
three-minute  phone  call  to  a  knowl- 
edgeable broker.  His  response  was 
simply,  "I  would  not  believe  a  word 
they  said."  Knowing  where  to  check 
can  be  many  times  more  valuable 
than  the  information  it.self. 

The  stock  declined  almost  to  zero. 

The  Jazz  Singer 

In  the  long,  long  ago,  coiporations 
worked  in  various  ways  to  increase 
the  prices  of  their  stocks.  I  remember 
the  notable  audience  of  largely  Wall 
Street  people  invited  by  Warner 
Bros,  to  their  first  major  "talking" 
picture,  Al  Jolson  in  The  Jazz  Singer 
at  the  Winter  Garden  Theatre  on 
Broadway  in  Manhattan. 

Corporations  today  use  paid  ad- 
vertising, analysts'  meetings,  investor 
relations,  both  in-hou.se  and  outside 
firms,  to  improve  their  image.  They 
open  the  door  to  brokers  and  jour- 
nalists to  write  stories.  No  stone  is 
left  unturned. 

There  are  no  hard  and  fast  rules 
on  how  to  e\aluate  such  material.  It 
takes  experience  and  flair.  There  are 
corporate  officers  who  are  afraid  to 
be  overoptimistic,  as  well  as  others 
who  attempt  to  minimize  or  conceal 
bad  news. 

Pcnn  Central  .shows  both  the  dif- 
ficulties and  importance  of  evalua- 
tion. Pcnn  Central  started  on  its  down- 
ward path  in  1968  from  above  90  and 
wound  up  at  $3  this  year.  One  won- 
ders just  at  what  point  an  "official" 
SEC  warning  signal  could  have  been 
flashed.  There  is  always  the  danger  that 
a  premature  or  mistaken  signal  could 
bring  on  the  very  catastrophe  the 
SEC  would  want  to  avoid. 

During  the  years  Penn  Central  was 
riding  high,  there  were  many  well-in- 
formed institutions  using  field  re- 
.search  that  were  long  on  the  slock 
and  stayed  long.  There  were  others 
who  smelled  a  rat  and  sold  Penn 
C'entral  even  lliough  they  didn't  have 
inside  inlormalion  or  field  r«'seareh 
or  "early  warning  signals." 

What   the  fortunate  ones  had  was 
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intuition,  an  ability  to  evaluate  cor- 
rectly the  information  that  was  just  as 
available  to  the  unfortunate  ones. 

The  SEC  is  doing  a  good  job  and  so 
are  the  stock  exchanges,  but  they  can- 
not change  human  nature.  They  have 
outlawed  pools  but  they  cannot  out- 
law the  herd  instinct  in  human  nature. 

Very  often,  a  chain  of  normal  hu- 
man reaction  results  in  moving  a  stock 
as  effectively  as  if  by  concerted  ac- 
tion. A  successful  investment  manager 
becomes  bullish  on  a  security  and  ac- 
cumulates a  block  for  his  institution 
or  his  clients.  Inevitably,  he  tells  a 
friend  who  acts  and  tells  another 
friend,  etc.,  etc.,  etc.  The  stock  goes 
up  and  the  computer  signals  are  set 
to  flashing.  Then  the  chartists  and  the 
relative  actionists  get  aboard.  And,  of 
course,  the  public,  too. 

A  handy  way  to  determine  the  ef- 
fect of  information  on  the  market  is 
simply  to  check  it  against  a  chart. 
Sometimes  it  is  clear  that  the  market 
is  acting  ahead  of  the  news,  which 
means  there  is  a  leak  someplace. 

At  other  times,  a  piece  of  news  will 
cause  such  an  influx  of  orders  that 
trading  has  to  be  stopped.  This  is  fol- 
lowed by  a  wide  change  in  price  when 
trading  is  resumed.  In  such  cases,  ob- 
viously a  degree  of  secrecy  has  in  fact 
prevailed,  but  the  public  gets  badly 
trampled  all  the  same. 

Lone-Wolf  Thinking 

The  records  show  that  overall  it  is 
tough  to  beat  the  market.  Here  and 
there,  some  people  do  it.  The  compe- 
tition's best-managed  portfolio  in  the 
Chase  Bank's  recent  derby  went  up 
about  90%  in  the  period  covered.  In 
the  same  time,  the  market  advanced 
about  20%.  On  the  other  hand,  34 
firms  did  less  than  20%,  and  the  port- 
folio of  one  firm  actually  declined  1%. 

The  flexible  man  who  can  adjust 
to  bull  markets  and  bear  markets  is 
rare.  How  a  man  acted  in  the  last  ten 
years  is  not  always  a  guide  as  to 
how  he  will  act  in  the  ten  years 
ahead.  There  were  some  who  steered 
their  way  through  the  manipulations 
of  the  Twenties.  There  are  those  who 
can  steer  tPieir  way  through  the  mod- 
ern blizzard  of  research  and  corpo- 
rate-inspired opinion. 

These  latter  are  the  people  who  can 
do  in  investing  what  Rosser  Reeves 
did  in  advertising.  Reeves  built  the 
Ted  Bates  agency  from  $4  million  bill- 
ings to  $150  million  with  what  he 
called  "U.S.P!"-Unique  Selling  Prop- 
osition. To  make  a  maximum  profit  in 
investing  with  a  minimum  risk  you 
must  either  know  something  unique— 
really  know  it— or  else  make  a  unique 
interpretation  of  the  facts.  This  re- 
quires information,  yes,  but  chiefly  it 
requires  hard,  lone-wolf  thinking.   ■ 
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ailment  before  it  becomes  a  major 
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READERS  SAY 


(Continued  from  page  18) 

the  major  nontarifF  barriers  to  trade,  our 
trade  position  will  swing  back  toward 
equilibrium.  Granted  that  the  European 
trade  barriers  have  been  seriously  det- 
rimental to  our  position,  it  does  not  fol- 
low that  all  of  these  barriers  can  be  or 
should  be  quickly  eliminated.  The  pos- 
sibility of  social  upheaval  resulting  from 
widespread  unemployment  in  agriculture 
and  in  certain  industries  is  a  prospect 
that  no  European  government  could 
countenance. 

—Andrew  I.  Douglass 
Palo  Alto,  Calif. 

Sex  Crime 

Sir:  Re  your  "Prisoners— People  Too?" 
(Other  Comments,  Oct.  J).  May  I  sug- 
gest that  women  are  people  too.  I  am 
appalled  that  "In  the  Atlanta  experiment, 
the  men  average  $3.49  an  hour.  . .  and 
they  each  pay  $4  a  day  for  their  room 
and  board."  As  a  woman  college  grad- 
uate, helping  children  through  school 
(after  being  widowed),  I  find  it  difficult 
to  secure  that  wage,  and  I  pay  more  than 
$4  per  day  for  room  and  board.  And  I 
have  committed  no  crime  except  that  of 
being  the  wrong  sex. 

'  — M.  Anderson 
Kensington,  Md. 

Not  First 

Sir:  In  your  article  on  Shell  (Sept. 
15),  you  indicated  that  Shell's  gas  oil 
cracker  was  the  first  large  ethylene  plant 
to  use  heavy  liquid  feedstock.  Enjay  has 
been  cracking  gas  oils  since  the  early 
1940s  and  when  Shell  started  up  its 
Deer  Park  unit  in  1970,  Enjay 's  Baton 
Rouge  complex  had  grown  to  over  1  bil- 
lion pounds  per  year  of  ethylene  from 
predominantly  gas  oil  feeds. 

-D.R.  Clair 

Vice  President, 

Chemical  Raw  Materials  Dept. 

Enjay  Chemical  Co. 

Houston,  Tex. 

Don't  Rip  Off  Phones 

Sir:  Re  your  editorial  praising  AT&T'.s 
idea  of  urging  people  who  move  to  cut 
the  cord  and  take  the  telephone  with 
them  (Oct.  J).  Why  move  the  phone  in 
the  first  place?  Does  the  owner  cut  the 
wire  and  take  the  door  bell?  Does  he 
cut  the  oil  line  and  take  the  furnace? 
No.  So  sell  the  telephone  with  the  built- 
in  stove  and  refrigerator  and  also  leave 
your  telephone  number  behind. 

— B.S.  RUSSEL 
Montreal,  Canada 

Vociferous  Friends 

Sir:  Your  editorial  on  the  need  of 
opening  up  the  Highway  Trust  Fund  for 
other  transportation  needs  (Oct.  1)  is 
eminently  sensible.  But  a  fund  that  dis- 
penses  billions   of   dollars    a    year    must 


have  plenty  of  friends.  I  can  hear  their 
howls  of  outrage  now. 

—Elmer  Ott 
New  York,  N.Y. 

Sir:  Diversion  of  highway  taxes  to 
other  than  highway  uses  is  . . .  unfair  and 
unconscionable. 

— Z.L.  Pearson  Jr. 
Denver,  Colo. 

Sir:  Not  one  cent  should  be  diverted 
from  the  Highway  Trust  Fund. 

-R.H.  Peavy  Jr. 
Atlanta,  Ga. 

Sir:  For  you  to  equate  the  use  of 
Highway  Trust  funds  [for  the  building 
of  highways]  to  using  alcohol  tax  reve- 
nues for  curing  hangovers  is  ab- 
surd (Readers  Say,  Oct.  15). 

—Paul  S.  Clauson 
Wilmette,  111. 

Sir:  Your  editorial  abuses  my  mind. 

— J.B.  Crutchfield 
Breckenridge,  Tex. 

No  Tax  Loss 

Sir:  Re  your  article  "Manna  from  Min- 
nesota" (Oct.  15).  You  cannot  take  a 
capital  loss  on  bonds  held  to  maturity 
since  you  were  buying  a  "yield  to  ma- 
turity," which  took  the  high  premium 
into  account.  The  premium  is  not  money 
lost,  and  the  IRS  doesn't  let  you  treat 
the  premium  as  a  capital  loss  because 
you  get  it  back.  Instead  of  getting  it 
back  at  maturity,  you  get  the  amount 
of  the  premium  back  bit  by  bit. 

—Thomas  F.  Murphy 

Legg,  Mason  &  Co. 

Washington,  D.C. 

Wrong  Yield 

Sir:    In    your    Mutual    Fund    Survey 

(Aug.   15),   you  put  ISI   Trust  Fund's 

dividend  return  at  13.3%.  Is  this  correct? 

—Virginia  Carrier 

Crescent  City,  Fla. 

The  correct  yield  of  ISI  Trust  Fund 
should  have  been  3.8%— Ed. 

A  Note  From  Tom  Wolfe 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


A  disposition  to  preserve,  and  an 
ability  to  improve,  taken  together, 
would  be  my  standard  of  a  statesman. 

—Edmund  Burke 


A  statesman  is  a  politician  who's , 
been  dead  ten  or  15  years. 

—Harry  S  Truman 


*  Since  a  politician  never  believes 
what  he  says,  he  is  surprised  when 
others  believe  him. 

—Charles  de  Gaulle 


Tolerance  is  the  positive  and  cor- 
dial efiFort  to  understand  another's  be- 
liefs,   practices    and    habits    without 
necessarily  sharing  or  accepting  them. 
—Joseph  E.  Osborne 


It  is  easy  to  be  tolerant  when  you 
do  not  care. 

—Clement  F.  Rogers 


No  political  leader  operates  without 
courtiers  who  mould  him— deciding 
what  and  whom  he  sees,  providing 
him  with  the  thoughts  he  thinks.  I 
find  the  greatest  use  of  all  in  talking 
to  the  courtiers  of  the  candidate.  You 
get  a  vision  of  America  as  it  comes  to 
him.  —Theodore  H.  White 


Twist  the  dial  during  an  election 
year  and  you  hear  someone  twisting 
the  truth.  —Arnold  Glasow 


Believe  only  half  of  what  you  see 
and  nothing  that  you  hear. 

—Dinah  Mulock  Craik 


Where  the  very  safety  of  the  coun- 
try depends  upon  the  resolution  to  be 
taken,  no  considerations  of  justice  or 
injustice,  humanity  of  cruelty,  nor  of 
glory  or  of  shame,  should  be  allowed 
to  prevail.  But  putting  all  other  con- 
siderations aside,  the  only  question 
should  be:  What  course  will  save  the 
life  and  liberty  of  the  country? 

— Niccol6  Machiavelli 


Government  is  a  trust,  and  the  of- 
ficers of  the  government  are  trustees; 
and  both  the  trust  and  the  trustees 
are  created  for  the  benefit  of  the  peo- 
ple. —Henry  Clay 


A  politician  thinks  of  the  next  elec- 
tion, a  statesman  of  the  next  genera- 
tion. —James  Freeman  Clarke 


B.  C.  FORBES 

It  is  well  for  civilization  that 
human  beings  constantly  strive 
to  gain  greater  and  greater  re- 
wards, for  it  is  this  urge,  this 
ambition,  this  aspiration  which 
moves  men  and  women  to  bestir 
themselves  to  rise  to  higher  and 
higher  achievement.  Individual 
success  and  business  success  is 
to  be  won  in  most  instances  by 
studying  and  diagnosing  the 
kind  of  rewards  human  hearts 
are  seeking  today  and  are  likely 
to  seek  tomorrow. 


Never  to  reward  any  one  equal  to 
his  merits;  but  always  to  insinuate 
that  the  reward  was  above  it. 

—Henry  Fielding 


Progress  is  the  law  of  life;  man  is 
not  a  man  as  yet. 

—Robert  Browt^ng 


If  you  reward  nonproduction,  you 
get  nonproduction.  When  you  pena- 
lize production,  you  get  nonproduc- 
tion. — L,.  Ron  Hubbard 


When  a  true  genius  appears  in  the 
world,  you  may  know  him  by  this 
sign,  that  the  dunces  are  all  in  con- 
federacy against  him. 

—Jonathan  Swift 


The  punishment  of  wise  men  who 
refuse  to  take  part  in  the  aflFairs  of 
government  is  to  live  under  the  gov- 
ernment of  unwise  men.         —Plato 


As  natural  selection  works  solely 
by  and  for  the  good  of  each  being, 
all  corporeal  and  mental  endowments 
will  tend  to  progress  toward  perfec- 
tion. —Charles  Darwin 


"Speak  English,"  said  the  Eaglet. 
"I  don't  know  the  meaning  of  half 
these  long  words,  and  what's  more,  I 
don't  believe  you  do  either." 

—Lewis  Carroll 


Ever>'  man  should  periodically  be 
compelled  to  listen  to  opinions  which 
are  infuriating  to  him.  To  hear  noth- 
ing but  what  is  pleasing  to  one  is  to 
make  a  pillow  of  the  mind. 

—St.  John  Ervine 


It  is  sometimes  better  to  boggle  the 
mind  than  to  mind  the  boggle. 

—Charles  Oman 


A  Text 


Sent  in  by  Mary  Slosarz,  Indian- 
apolis, Ind.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Judge  not,  that  ye  he  not  judged.  For 
with  what  judgment  ye  judge,  ye 
shall  be  judged.       —Matthew  7:1,2 
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It's  obvious  to  the  product  manager  for  Lipton 
tea  that  you  can  make  a  hundred  Long  Distance 
calls  for  the  cost  of  one  major  business  trip. 
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Have  you  ever  faced  the  possibility  that%*^  ^ 
your  country  could  cease  to  exist?      ^s;g 


% 


Nations  richer  and  more  powerful  in  their 
day  than  we  are  in  this,  have  been  sabotaged, 
defeated,  enslaved. 

Babylon  was  the  largest  and  richest  nation 
of  its  time,  but  its  lust  for  luxury  made  it  an 
easy  mark  for  the  Medes  and  Persians  who 
overran  it,  and  divided  its  land  and  enslaved 
people  between  them. 

Rome  was  a  greater  military  power  than 
we  ever  were,  but  when  free  bread  and  cir- 
cuses became  more  important  to  the  people 
than  hard  work  and  patriotism,  Rome  was 
invaded  and  looted  by  the  tougher  Vandals. 

The  Incas  were  the  most  civilized,  richest 
people  in  the  Americas,  but  ruthless,  better- 
armed  invaders  destroyed  them  as  a  nation, 
and  looted  everything  they  owned  and  had 
spent  generations  in  creating. 

In  every  case  it  was  the  self-indulgent 
weakness  of  the  victim  which  made  the  vic- 
tory of  the  invader  easy. 

How  strong  is  a  nation  which  allows  for- 
eign competitors  to  capture  the  world  leader- 


ship from  one  after  another  of  its  most  vital 
industries? 

How  virile  is  a  nation  which  allows  this  or 
that  group  to  decide  not  to  fight  the  enemy? 

How  wise  is  a  nation  which  gives  away  so 
much  of  its  substance  abroad  and  at  home 
that  it  can  no  longer  afford  to  keep  up  its 
own  strength  and  protection? 

How  intelligent  is  a  nation  more  careful 
to  protect  the  criminal  than  his  victim? 

How  weak  is  a  nation  which  allows 
bureaucracy  and  a  socialist  philosophy  to 
run  riot  and  squander  billions? 

Undoubtedly  there  were  Babylonians,  Ro- 
mans, Incas  who  warned  against  overindul- 
gence and  weakness,  who  warned  that  each 
citizen  is  responsible  for  his  nation,  and  that 
that  responsibility  cannot  be  shrugged  off 
onto  officials.  But  to  those  who  warned  of 
impending  trouble  there  was  then  as  now 
the  smug  sneer,  "It  can't  happen  here." 

But  it  did. 


Requiring  ten  tractor  trailers  to  transport  it,  this  16 
foot  four  axis  numerically  controlled  Vertical  Boring 
Mill  is  the  largest  vertical  ever  made  by  The  G.  A. 
Gray  Company,  a  Warner  &  Swasey  subsidiary. 
When  installed  in  a  leading  gas  turbine  manufac- 
turer's plant,  it  will  produce  components  for  electric 
power  generation. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


For  '73  Fleet  Buyers: 

The  Guaranteed 
Value  Plan 


backed  by  our 

trim  new  Mercury  Montego. 


Mercury  Montego  MX  Brougham 
with  optional  vinyl  roof 
and  white  sidewall  tires 


Guaranteed  Value  Plan  is  exclusive  from  Lincoln- 
Mercury  for  fleet  accounts  who  purchase  1 0  or  more 
vehicles  in  the  current  or  preceding  period. 

It  protects  the  original  purchaser  against  losses 
from  unexpected  drops  in  the  overall  level  of  used 
car  prices. 

GVP  gives  you  a  solid  basis  for  estimating  depreci- 
ation by  establishing  a  guaranteed  published  whole- 
sale value  that  will  equal  or  exceed  the  wholesale 
value  in  Automotive  Market  Report  for  the  quarter 
and  zone  in  which  your  car  is  taken  out  of  service, 
or  we'll  pay  you  the  difference. 

It  takes  sound  products  to  back  such  a  guarantee. 
Like  our  Mercury  Montego,  for  example.  Here's  a 
car  that  enjoyed  a  65%  rise  in  fleet  sales  in  just  one 
year;  a  car  that  measures  up  to  standard  size  cars 
in  room  and  comfort  (see  chart  at  right),  yet  gives 
you  big-car  ride  and  luxury  in  a  trimmer,  easier-to- 
handle  package. 


We  guarantee  it:  better  fleet  ideas  come  from 
Lincoln-Mercury.  For  full  details  of  our  exclusive 
Guaranteed  Value  Plan,  write  Lincoln-Mercury  Divi- 
sion, Leasing  and  Fleet  Sales,  3000  Schaefer  Road, 
Dearborn,  Michigan  48121. 


Wheelbase 
Overall  length/width 
Headroom,  front/rear 
Legroom,  front/rear 
Tread,  front/rear 

'73  Monlego  MX 
Brougham  4-Door 
118.0" 
215.3'/78.6' 
38.2"/37.2"' 
41.9737.5"' 
62.8'762.9" 

'72  Standard 

Make 

121.5" 

219.9  "/79.5'" 

38.9"/38.0" 

42.5"/39.2"' 

64.1  "/64.0" 

ft 


1973  cars  must  meet  Federal  emissions  standards  before  sale. 
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Our  first  trnek  trailer 
has  carried  us  a  long  way. 


It  has  carried  us  from  transportation  to 
Total  Transportation:  truck  trailers,  railcars, 
containers,  materials  handling  equipment 
and  ships  to  move  goods  around  the  world — 
plus  the  financing  it  takes  to  put  it  all  to  work. 

Our  50  years  of  expansion  into  a 
$500,000,000  corporation  has  been  logical 
growth,  because  we've  put  to  work  in  new 
areas   the   manufacturing   and   management 


skills  gained  in  the  past.  We're  now  solidly 
in  the  bilHon-dollar  housing  market,  on  the 
strength  of  our  engineering,  manufacturing, 
and  research  experience. 

For  the  full  picture  of  our  growth,  look 
into  our  Annual  Report.  Just  write  Fruehauf 
Corporation,  10900  Harper,  Dept. 
FO-112,  Detroit,  Mich.  48232. 
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Our  trailers,  containers  and 
container  handling  equipment 
keep  freight  moving  eificiently 
worldwide. 


Not  all  goods  move  over  the 
highway.  So  you'll  also  find 
Fruehauf  railcars.  And  we 
not  only  build  and  sell 
them,  we  lease  them  too. 
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OR? 


We  might  see  something  different. 

Because  there's  an  original  way  of  looking  at  everything. 

The  Workmen's  Compensation  Act  was  passed  in  1912.  Yet,  25  years 

before  that  we  originated  America's  first  employer's  liability 

insurance  company.  That's  eighty-five  years'  experience. 

Experience  with  all  kinds  of  claims  problems.  Plant  safety.  Rating  plans. 

Whatever  your  problem  may  be,  we've  seen  and  solved  it  before. 

We  know  Workmen's  Compensation.  Call  us. 

JS^merican 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 
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RCA  presents  the 
new  dimension  in  teievision. 

You. 


You  become  the  new  dimension 
in  television  with  tine  introduc- 
tion of  magnetic-tape  equipment 
for  home  video  recordings  and 
the  playing  of  pre-recorded 
video  cartridges.  We  call  it  the 
'SelectaVision  MagTape  System"! 

You  simply  attach  this  equip- 
ment to  your  present  TV  set. 
Then  you  can  do  things  like 
record  one  program  while  you 
watch  another  Or  take  pre- 
recorded golf  lessons  from  a 
champion.  Or  record  your 
favorite  TV  programs  even 
when  you're  not  at  home. 

Also,  your  own  home  becomes 
your  own  studio  with  a  com- 
pact, hand-held  camera  for 
recording  family  scenes  on 
tapes.  Tapes  that  play  back  on 
your  TV  set  eliminating  the 
fuss  of  portable  screen  set-up 
and  time  lost  in  film  processing. 

All  of  these  capabilities— and 
more— are  part  of  the  RCA 

SelectaVision"  system  we  plan 
to  launch  next  year  RCA 

SelectaVision"  is  designed  to 
have  fewer  parts  and  com- 
ponents than  any  other  system 
announced  to  date.  So  we  ex- 
pect it  to  be  more  reliable  and 
cost  less. 

With  "SelectaVision",  RCA 
makes  you  the  new  dimension 
^    in  television  home  entertain- 
ment. 

At  RCA.we're  concentrating 
on  many  areas  of  opportunity. 
Like  consumer  electronics, 
consumer  services  and,  of 
course,  communications  tech- 
nology. Areas  in  which  RCA 
has  an  active  role  today  and 
will  seek  an  even  greater  role 
tomorrow. 
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Side  Lines 


Saunders 


Meet  Dero  Saunders 

Like  a  surprising  number  of  the  top  editorial  figures  in  the  U.S.  these 
days,  Forbes  Executive  Editor  Dero  Ames  Saunders  comes  from  the 
Deep  South.  He  is  a  native  of  Starkville,  Miss.  (pop.  9,041),  and  even 
after  40  years  in  the  North,  Saunders  retains  a  touch  of  the  accent 
and  far  more  than  a  touch  of  the  courtly  and  literaiy  manners  that 
characterize  his  native  region. 

In  his  incisive  and  scholarly  way,  Dero  Saunders 
makes  a  deep  imprint  on  everything  Forbes  does. 
As  Executive  Editor,  he  is  the  last  man  in  a  de- 
cision-making capacity  to  read,  question  and  modify 
the  copy  that  goes  into  the  magazine.  Says  one 
veteran  Forbes  staffer:  "Sometimes  it  drives  you 
nuts,  but  Dero's  knowledge— it  goes  all  the  way 
from  folk  wisdom  to  classical  history— has  saved  me 
from  more  errors  than  I  like  to  remember."  Says 
another:  "Medicine,  aviation,  banking— I  mean  he 
can  translate  Latin!— he's  close  to  being  an  authority 
on  all  of  them." 

Saunders  is  also  the  key  man  in  the  recruiting 
and  hiring  of  new  staff  members  for  the  magazine. 
Nearly  every  man  or  woman  who  has  joined  the 
staff  over  the  past  decade  has  had  first  to  pass  his 
scrutiny.  Now,  it  takes  more  than  an  ordinary  type 
of  person  to  make  a  good  FoRBEsman.  He  must  be  able  to  write, 
to  communicate,  of  course.  He  must  have  a  feel  for  finance,  an  interest 
in  management  methods.  He  must  have  an  overwhelming  curiosity 
about  what  makes  business  and  businessmen  tick.  Such  people  are  hard 
to  find,  but  somehow,  Saunders  identifies  them.  He  is  willing  to  take  a 
chance  on  people  when  he  thinks  they  have  what  it  takes— even  if,  on 
the  resume  alone,  they  don't  seem  to  have  the  credentials. 

His  judgment  about  business  and  journalism  may  be  even  more 
influential  than  his  judgment  of  people.  His  encyclopedic  knowledge 
acts  as  a  sounding  board  for  a  large  number  of  story  ideas.  Is  a  given 
situation  really  as  promising  as  it  appears?  Can  company  X  really 
claim  to  have  been  breaking  new  ground  in  a  particular  area?  Is  this 
really  the  right  time  to  examine  a  particular  problem?  And  so  it  goes. 

Dero  Saunders'  good  judgment  is  solidly  rooted  in  experience.  He 
worked  for  the  Government  on  economic  matters  in  Washington  and 
the  Middle  East  during  World  War  II,  worked  12  years  on  Fortune 
as  a  writer  and  editor,  spent  three  years  working  with  top  executives 
of  the  pharmaceutical  industry. 

Saunders  graduated  from  Dartmouth  College  (Class  of  1935)  and 
earned  a  Master's  in  sociology  from  Columbia.  He  has  taught  English 
literature  at  Hunter  College.  He  is  active  in  Dartmouth  affairs,  hav- 
ing served  last  year  as  president  of  its  Alumni  Council.  Saunders  is 
proud  of  his  history  books,  especially  The  Portable  Gibbon:  The 
Decline  and  Fall  of  the  Roman  Empire,  which  he  edited.  And  of 
his  family:  his  wife,  Beatrice,  publications  director  of  the  National 
Association  of  Social  Workers;  son  David,  assistant  professor  at  the 
School  of  Social  Work  at  Virginia  Commonwealth  University;  and 
Richard,  a  fourth-year  medical  student  at  Columbia.  The  only  thing 
we've  ever  heard  Dero  boast  about,  however,  is  his  tennis  game. 
"Neither  of  my  sons,"  he  claims,  "has  yet  beaten  me."  ■ 


"Without  packaging 
New\brk  would  starve 
in  less  than  two  weeks!' 


'No  packaging  at  all." 
That's  how  some  people  would 
solve  New  York's  solid  waste  problem. 

Fine.  But  what  do  you  do  for  an 
encore  when  your  whole  population  is 
starving?  Which  is  what  one  nationally 
known  expert  says  would  happen. 

(Of  course,  something  would  be 
done  before  things  went  that  far.  But  it 
would  create  a  crisis.  All  over  the  coimtry.) 

In  the  "good  old  days"  you  could 
do  it.  New  York's  fruits  and  vegetables 
came  from  New  Jersey  No  more.  Most 
of  those  truck  farms  are  now  bedrooms 

Now  New  York's  fruits  and  vege- 
tables come  from  California  and  Florida, 
Indeed  the  whole  country's  do.  A  full 
807c  of  U.S.  processed  fruits  and  vege- 
tables come  from  the  San  Joaquin  Valley 
alone. 

And  all  this  is  going  to  travel  over 
2500  miles  without  packaging? 

No  way. 

Just  look  at  what  we  ask  of  a  pack 


age.  At  what  it  can  do. 

One  of  our  corrugated  boxes  keeps 
highly  perishable  fish  fresh  for  2500 
miles  because  you  can  pack  it  with  ice. 

One  of  our  laminated  plastic  snack 
pack  materials  runs  through  standard 
form  and  fill  machines  as  easily  as  waxed 
paper,  but  keeps  out  moisture  a  lot  better. 

And  we  have  a  bulk  food  shipping 
bag  that  gets  as  many  as  30  handlings, 
travels  14,000  miles,  and  is  stored  up  to 
a  year,  yet  keeps  the  product  free  of  bugs 
and  mold. 

It  may  be  pretty  obvious  that  we're 
a  packaging  company  And  we  make  just 
about  any  package  you  can  imagine. 


But  we're  more.  We're  a  paper  com- 
pany We're  in  shelter  and  construction 
(with  lumber  and  pre-stressed  concrete 
technology).  We're  a  printing  company 
and  a  land  management  company  We 
make  food  processing  machinery,  con- 
sumer products  and  school  supplies. 
Our  research  arm  has  made  contribu- 
tions in  every  field  we're  in.  And  we 
offer  many  of  these  capabilities  in  33 
countries. 

We're  a  lot  of  things  to  a  lot  of  peo- 
ple. But  one  belief  ties  the  whole  thing 
together: 

The  future  hehnfis  to  those  who  stay 
up  to  the  mitiuie. 


IS 


It.  neoti  ^»»Tii  coMrnNv.  I  no  r*»T  4/Nn  •  '"ii  > 


MOST  ANNUAL  REPORTS  SHOW 

GLAMOROUS  PICTURES 
OF  WHAT  THE  COMPANY  MAKE& 


OESOURS. 


The  picture  of  our  assets  climbing 
35%  from  1968  to  1971  is  a  sight  to 
behold. 

The  picture  of  our  earnings  per 
share^oaring  76%  over  the  same  pjeriod* 
is  poetry  in  motion. 

And  that  $2.4  billion  figure,  which  is 
what  results  when  you  add  the  assets  of 
our  28  member  institutions,  is  absolutely 
breathtaking. 

Now  you  know  what  Financial 
General's  product  line  is. 


The  bottom  line. 

We're  the  country's  11th  ranking 
registered  multi-bank  holding  company, 
out  of  approximately  140  sudh 
organizations. 

Unlike  most,  we're  also  mu\ti-state. 
Seven,  to  be  exact,  plus  the  District  of 
Columbia  and  the  Virgin  Islands.  So  all 
our  eggs  aren't  in  one  basket. 

This  unusual  geographic  balance, 
combined  with  our  "hands-off ' 
management  philosophy  (local 


management  is  more  responsive  to 
a  community  than  long  distance 
management  is),  helps  explain  why  our 
annual  reports  have  such  glamorous 
pictures  in  them. 

If  you'd  like  to  see  the  latest  one, 
use  the  coupon  or  vmte  Financial 
General  Bankshares,  Inc.,  1701 
Pennsylvania  Avenue,  N.W., 
Washington,  D.C.  20006. 

'Kl'Sdict  iitruniri  Ommiiin  and  Clans  A  Conimm  Stuck. 


HNANCIALGENERAL 
BANKSHARB^  INC. 

All  we've  done  is  grow^ 


Mr.  Paul  p.  Q)llis,  Treasurer  .s.su 

Financial  General  Bankshares,  Inc. 
1701  Pennsylvania  Avenue,  N.W.,  Washington,  D.C.  20006 
Please  send  me  literature  on  Financial  General  Bankshares,  Inc 


name 


address 
city,  state 


zip 
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WeVe  promoting 

a  new  kind 

of  newspaper  competitioni 


Gannett  vs.  Gannett. 


Competition  is  alive  and  doing  well  in  the  news- 
paper business.  Gannett's  business. 

We've  found  that,  by  inspiring  53  independent- 
minded  papers  to  compete  in  a  healthy,  intra- 
mural contest  for  new  ideas  we  can  help  one,  help 
all. 

What  boosts  circulation  in  the  Cape  Kennedy 
area  might  be  just  the  ticket  on  Guam.  Or  an 
Olympia  (Wash.)  idea  could  help  raise  advertis- 
ing dollars  in  Pensacola.  To  tie  together  a  verita- 
ble whirlwind  of  ideas  we've  created  a  group  staff 
we  feel  is  second  to  none.  Coordinating  ideas  in 
marketing,  production,  personnel,  news  (to  name 
a  few) .  Relating  same  to  specific  needs,  wherever 
they  are.  But  most  of  all,  inspiring  our  papers  to 


look  for  new  ways  to  do  one  better.  The  best  kind 
of  one-upmanship. 

All  of  which  in  no  way  impinges  on  Gannett's 
well-known  local  autonomy.  Local  editors  and 
publishers  call  the  shots  that  make  their  papers 
right  for  their  community.  Now,  group-wide  inter- 
action is  fast  making  good  papers  better  papers. 
And  that's  good  for  our  readers,  their  community, 
and  Gannett. 

You'll  find  out  how  good  when  you  send  for  our 
annual  report  and  most  recent  quarterly  state- 
ment. Do  it  today. 


Corporate  Secretary, 
Gannett  Co.,  Inc., 
55  Exchange  St., 
Rochester,  N.Y.  i46i4 


Gannett 


CALIFORNIA  •  San  Bernardino  Evening  Telegram  •  San  Bernardino  Sun 

CONNECTICUT  •  Hartford  Times 

FLORIDA  •  Cocoa  Today  •  Fort  Myers  News-Press  •  Melbourne  Times  •  Pensacola 

Journal  •  Pensacola  News  •  Titusville  Star-Advocate 

GUAM  •  Pacific  Daily  News  •  Pacific  Dateline 

HAWAII   •  Honolulu  Star-Bulletin  •  Sunday  Star-Bulletin  and  Advertiser 

IDAHO  •  Boise  Statesman 

ILLINOIS  •  Danville  Commercial-News  •  Rockford  Morning  Star  •  Rockford 

Register-Republic 

INDIANA  •  Lafayette  Journal  and  Courier  •  Marion  Chronicle-Tribune 

MICHIGAN  •  Battle  Creek  Enquirer  and  News  •  Lansing  State  Journal  •  Port  Huron 

Times  Herald 

NEW  JERSEY  •  Camden  Couner-Post  •  Plainfield  Courier-News 

NEW  YORK  •  Beacon  News  •  Binghamton  Evening  Press  •  Bingfiamton  Sun-Bulletin 


•  Elmira  Star-Gazette  (Morning  &  Evening)  •  Saratoga  Springs  Saratogian  •  Itfiaca 
Journal  •  Newburgh  Evening  News  •  Niagara  Falls  Gazette  •  Rochester  Democrat 
and  Chronicle  •  Rochester  Times-Union  •  Utica  Daily  Press  •  Utica  Observer-Dispatch 

PENNSYLVANIA  •   Chambersburg  Public  Opinion 
TENNESSEE  •  Nashville  Banner 
TEXAS  •  El  Paso  Times 
VERMONT   •   Burlington  Free  Press 

WASHINGTON  •  Bellingham  Herald  •  Olympia  Daily  Olympian 
WEST  VIRGINIA  •  Huntington  Herald-Dispatch  •  Huntington  Advertiser 
WESTCHESTER,  ROCKLAND  NEWSPAPERS  •  Mamaroneck,  NY.  Daily  Times  • 
Mount  Vernon  NY,  Daily  Argus  •  New  Rochelle.  NY,  Standard  Star  •  Nyack- 
Rockland,  N  Y  .  Journal-News  •  Port  Chester,  N  Y  .  Daily  Item  •  Tarrytown.  N  Y.. 
Daily  News  •  White  Plains,  NY,  Reporter  Dispatch  •  Yonkers,  NY.,  Herald  Stales- 
"man  •  Ossmmg,  N  Y,  Citizen-Register 


Newspapers  provide  jobs  faster  than  anyone  else. 

Since  World  War  II,  employment  in  newspaper 
hu.siness  has  incroased  48.9''o— a  bi^Ker  increase  than 
total  employment  in  the  USA.  And  why  not?  Last 
year,  the  nation's  advertisers  spent  a  record  $().2- 
billion  in  newspapers  and  readers  spent  over  $2. f)- 
billion  to  read  them.  As  the  fifth  largest  source  of 
emi)loyment  in  the  country,  today's  newspajjcrs  are 
building  a  better  business.  Can  you  imagine  to- 
morrow without  a  newspaper? 


Republic  is  malcing 
sure  the  road  wont  bump. 

So  you  dont. 


Republic  has  developed  new  Doubl-Coat*  dowel 
bars,  a  unique  jointing  system  for  concrete 
highways  that  reduces  the  need  for  repairs.  | 

Doubl-Coat  steel  bars  have  a  tough 
plastic  coating  that  acts  as  a  lubricant,  m 

permitting  concrete  pavement  sections  to  expand 
and  contract  uniformly  under  all  temperature 
and  load  variations.  This  prevents  frozen 
joints,  the  major  cause  of  highway 
cracking  and  breaking. 

The  tough  plastic  coating  also  makes  Doubl-Coat 
bars  impervious  to  the  corrosion  of  road  salts  and  normal 
highway  drainage. 

Only  about  five  percent  of  highway  construction  costs  are  in  the 
joint  system.  But  more  than  90  percent  of  subsequent  maintenance  costs 
are  the  result  of  joint  failure. 

Doubl-Coat  bars  save  tax  dollars  and  reduce  the  annoyance  of  torn-up 
roads  and  detours  by  virtually  eliminating  the  problem  of  joint  maintenance. 

Companies  that  need  a  new  kind  of  dowel  bar,  or  any  new  steel 
development,  need  the  new  steel  company.  The  one  that's  got  a 
whole  new  way  of  thinking  and  a  whole  new  philosophy. 

Keep  up  with  developments  at  the  new  steel  company. 
Write  Republic  Steel  Corporation,  Cleveland  OH  44101. 

New  developments  from  the  new  steel  company. 


*  A  trademark  of  Republic  Steel  Corporation 


RopuUicsteel 


Announces  Two  Auction  Sales 

of  Internationally  Renowned 

Collections 

Both  Sales  on  View  from 
Saturday  •  December  2 


THE  MAGNIFICENT 

JEWELRY  COLLECTION 

of  Mrs  Enid  A.  Haupt 

Public  Auction  •  Thursday 

December  7  at  2  pm 

Profusely  illustrated  hard  bound 

catalogue  with  color  plates 

$6/mail  $7.50 

• 

HIGHLY  IMPORTANT 

FRENCH   FURNITURE 

DECORATIONS 

&  EXTREMELY  FINE 

CONTINENTAL  PORCELAIN 

The  Property  of 

Mr  and  Mrs  Deane  Johnson 

of  Bel  Air,  California 


Public  Auction  •  Saturday 

December  9  at  2  pm 

Profusely  illustrated  hard  bound 

Catalogue  with  color  plates 

$8/mail  $10 

SOTHEBY  PARKE  BERNET  INC 

Auctioneers    and    Appraisers 

980  Madison  Avenue,  New  York  10021 

telephone  212/879-8300 

Order  catalogues  from  Dept  RB  11 

Catalogues   also   available    from 

Solheby  Parke  Bernet  Los  Angeles 

7660  Beverly  Boulevard,  Los  Angeles 

California  90036;  and  from 

Solheby    Parke    Bernet    Houston 

3196  Calleria  Post  Oak 

Houston,  Texas  77027 


r, 


Trends 

&  Tangents 


FOREIGN 


Self-inflicted  Wound 

Altliough  domestic  supplies  of 
natural  gas  are  getting  tighter  by 
the  month,  the  U.S.  is  still  ship- 
ping large  amounts  of  liquefied 
natural  gas  (LNG)  from  Alaskan 
fields  to  Japan.  Shipments  last  year 
totaled  over  50  billion  cubic  feet, 
nearly  enough  to  supply  the  Wash- 
ington, D.C.  metropolitan  area. 
Wh\-  isn't  the  gas  shipped  to  much 
closer  markets  on  the  U.S.  West 
Coast?  Because  LNG  must  be 
shipped  in  special  ciyogenic  tank- 
ers at  temperatures  of  —260  F.; 
the  Jones  Act  requires  all  ship- 
ments of  products  between  U.S. 
ports  must  be  done  in  American- 
flag  vessels;  and  there  are  no  such 
tankers  under  the  U.S.  flag. 

Caterpillar's  Competition 

Whom  does  Caterpillar  Tractor 
Co.,  the  world's  standout  maker  of 
earthmoving  equipment,  consider 
to  be  its  No.  One  competitor?  The 
best  way  to  find  out  is  to  read  the 
house  organ  that  Cat  publishes  in 
three  languages  for  its  employees. 
In  its  pages  there  is  scant  mention 
of  General  Motors  or  International 
Harvester  or  Deere  or  Allis-Chal- 
mers;  top  billing  goes  to  Komatsu, 
the  big  Japanese  manufacturer.  Re- 
cent issues  included  a  picture  of  a 
used  Cat  bulldozer  on  a  Komatsu 
dealer's  lot,  evidently  traded  for  a 
Komatsu  machine,  and  the  story  of 
a  Brazilian  technician  named  Ko- 
matsu, the  son  of  Japanese  immi- 
grants, who  is  now  a  loyal  em- 
ployee of  Caterpillar  Brasil.  Issue 
after  issue  leaves  no  doubt  whom 
Cat  regards  as  the  real  threat. 


BUSINESS 


Quick  Accounting 

While  pleading  before  a  group 
of  New  York  City  accountants  re- 
cently on  behalf  of  more  conser- 
vative accounting,  CPA-turned- 
liomebuilder  Eli  Broad,  chairman 
of  $285-million-sales  Kaufman  & 
Inroad,  dropped  tliis  (luolablc  note; 
"Investors  have  sold  off  companies 
with  doubtful  accounting  practices 
faster  than  you  can  say  'generally 
acc(  pled  accounting  principles'." 


What  Price  Education? 

Everyone  knows  that  education 
costs  money,  but  the  Tax  Founda- 
tion is  wondering  how  much.  It  did 
a  recent  study  showing  that  spend- 
ing on  public  schools  has  far  out- 
stripped pupil  enrollment  increases 
in  the  last  decade.  While  pupil 
enrollment  has  risen  by  roughly  one 
fourth  since  1962,  from  38  million 
to  48  million,  school  spending  in- 
creased by  more  than  one  and  a 
half  times,  to  S48  billion,  with 
spending  per  pupil  rising  an  av- 
erage of  124%. 

Demilitarized  Zone 

For  years  Xorris  Industries,  the 
big  Los  Angeles  ordnance  producer, 
said  it  was  going  to  reduce  its  de- 
pendence on  military  sales,  which 
as  recentlv  as  1967  accounted  for 
68%  of  sales.  Neither  Wall  Street 
nor  the  press  believed  Nonis  could 
do  it,  but  look  at  the  latest  nine- 
month  figures:  Despite  a  $1 -mil- 
lion drop  in  military  sales,  total 
sales  rose  15%  to  a  record  $232 
million,  fully  75%  commercial.  Still 
better,  commercial  pretax  profits 
jumped  44%,  to  ofi^set  a  sharp  dip 
in  military  profits  and  yield  an 
overall  earnings  increase  of  12%. 
The  biggest  gains  came  in  build- 
ing products  like  door  locks  and 
plumbing  ware. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Sut>scription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


"Zip" 


F-4826 
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Ketchup,  Too? 

Now  that  returnable  bottles  for 
beer  and  soft  drinks  are  back,  the 
next  conservationist  goal  seems  to 
be  returnable  jars  for  pickles, 
ketchup  and  the  like.  At  least, 
that's  the  goal  of  Oregon  conser- 
vationists, who  recently  won  their 
long  fight  for  tlie  nation's  first  state 
law  banning  the  use  of  nonreturn- 
able  beer  and  carbonated  soft  drink 
containers.  Their  pitch:  After  all, 
didn't  grandma  use  the  same  jars 
for  canning  over  and  over? 

On  the  Record 

Anixter  Bros,  of  Skokie,  111.,  mak- 
ers of  electrical  power  transmis- 
sion and  distribution  equipment, 
are  using  a  novel  annual  report  this 
year:  their  Form  10-K  filed  with 
the  Securities  &  Exchange  Com- 
mission. The  report  lacks  visual 
pizazz,  but  the  meaty  factual  infor- 
mation that  stockholders  seldom 
get  to  see  is  there  in  clear  terms. 


WASHINGTON 


Go  West,  Rich  Man 

There's  still  money  in  the  cen- 
tral cities,  says  the  U.S.  Census  Bu- 
reau in  a  study  of  median  family 
incomes  for  major  urban  centers, 
but  most  of  it  has  gone  west. 
Starting  with  Honolulu  (No.  One, 
with  a  median  family  income  of 
$12,539)  down  to  Houston  (No. 
Twenty,  at  $9,876),  none  of  the 
top  20  cities  is  farther  east  than 
Toledo  (No.  Eight  at  $10,754). 
The  biggest  concentration  is  in  Cal- 
ifornia, with  four  cities  in  the  Top 
Ten:  San  Jose  (No.  Two),  Los  An- 
geles (No.  Six),  San  Francisco 
(No.  Seven)  and  Long  Beach  (No. 
Nine).  Only  when  the  Bureau  in- 
cluded suburban  areas  did  the  fo- 
cus move  back  to  the  East  Coast. 
What  metropolitan  area  had  the 
highest  median  family  income? 
Washington,  D.C.,  with  $12,933. 

Cleanup  Tax_ 

One  ecology  bill  certain  to  be 
revived  when  Congress  convenes 
in  January  would  impose  an  excise 
tax  on  all  sources  of  pollution,  with 
the  rate  determined  by  the  dollar 
amount  of  environmental  damage 
attributed  to  each  pollutant.  The 
approach  is  growing  in  popularity 
among  ecologists,  who  are  becom- 
ing dissatisfied  with  the  regulatory 
approach  to  air  and  water  pollu- 
tion control.  The  bill's  sponsor  is 
H.J.  Heinz  HI  (Rep.,  Pa.),  scion  of 
the  food  manufacturing  family. 
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At 

Piedmont  Airlines 

^^look  where  weVe  going'' 

is  more  than  just  a  slogan. 


For  some  time  now,  Piedmont  Airlines  has  been  asking 
the  traveling  public  to:  "Look  Where  We're  Going'.' 
In  terms  of  destinations.  Service.  Equipment.  Attitude. 
And  all  the  things  that  make  an  airline  good. 

Where  are  we?  In  Piedmont  Country.  That  part 
of  America  anchored  by  New  York  on  the  northeast 
corner;  Chicago  on  the  northwest;  Charleston,  South 
Carolina  on  the  southeast;  Memphis  on  the  southwest. 
Seventy-five  cities  in  all— including  Washington, 
Norfolk,  Roanoke,  Louisville  and  Cincinnati. 

How  about  the  people  of  Piedmont  Country. 
They're  business  people  and  military  people.  Farmers 
and  factory  workers  and  college  students  and 
vacationers.  A  make-it-happen  breed  who  have  come 
to  expect  quick  and  reliable  service  from  us.  More 
service  today  than  yesterday.  There's  a  bigger 
discretionary  travel  dollar  now,  and  we're  here  to 
supply  its  needs  with  still  more  new  jets. 

Piedmont  Airlines.  We're  a  busy  part  of 
America's  tomorrowland.  Look  where  we're  going. 

Piedmont  Airlines 

A  division  of  Piedmont  Aviation,  Inc. 

General  Offices:  Smith-Reynolds  Airport 

Winston-Salem,  North  Carolina 


II 


15 


Your  dream  house. 

You  can  build  it  with  our  materials. 

Decorate  it  with  our  furnishings. 

And  even  write  home  about  it  on  our  paper. 


We're  Champion  International. 

We  provide  a  wide  range  of  quality  products  and 
services. 

For  example:  U.S.  Plywood  prefinished  paneling  and 
siding,  fine  furniture  by  Drexel  and  Heritage,  Trend 
carpeting,  Weldwood  adhesives,  DairyPak  milk 
cartons,  printing  and  writing  papers  by  Champion. 

Many  of  these  are  household  products  that  have 
become  household  names. 


Why?  Excellence. 

We  want  you  to  be  as  proud  to  live  with  the  things 
we  make  as  we  are  to  make  them. 

Now.  And  in  the  future. 

As  we  grow,  we're  determined  that  the  Champion 
International  of  the  future  will  reflect  the  same 
character  and  quality  that  it  does  today. 

Only  more  so. 


Champion  International 


Building  Materials:  U  S  Plywood  Lewers  &  Cooke,  Del  Mar,  Roberts  Consolidated,  Chemware,  Setterslix,  Weldwood  of  Canada 

Paper  and  Allied  Products:  Champion  Papers.  Champion  Packages,  Champion  Papel  e  Celulose,  S  A  ,  DairyPak,  Federal  Envelope,  Federal  Otfee  Products.  Intermills,  S  A  ,  Nationwide  Papen 

Furnishings:  Dtexel  Furniture,  Heritage  Furniture,  Meadowcrafl.  Trend  Mills 

International  Trade  Division       •       For  more  information,  write  to  Champion  International  Corporation,  Public  Affairs  DepI ,  777  Third  Avp  .  New  York,  N  Y  1001  /       •       NYSE  Ickw  symbol  CHA 


Sure,  elevators  are  the  biggest  part  of  our  business  or 
our  name  wouldn't  be  Otis  Elevator  Company.  But  we 
do  make  a  lot  of  other  things.  Most  of  these  products 
are  used  in  moving  people  or  things,  horizontally  and 
vertically.  That's  because  we've  acquired  a  lot  of  knowl- 
edge from  our  elevator  business  and  want  to  use  it, 
profitably,  wherever  we  can. 

Our  automated  warehouses  and  supply  systems  use 
this  knowledge.  So  do  our  mechanical  parking  garages, 
stacker  cranes  and  fork  lift  trucks.  We're  working  on 
container  handling,  building  supply  systems  and  better 
ways  to  move  people  from  one  side  of  town  to  the  other 


by  using  our  elevator  and  escalator  know-how. 

Other  companies  know  how  to  build  some  of  these 
things.  But  Otis  makes  them  all  and  maintainsthem  with 
the  largest  manufacturer's  maintenance  organization 
in  the  world.  We're  kind  of  unique  in  that  capability. 

A  few  people  have  suggested  that  we  change  our 
name.  We  thought  about  it,  but 
decided  we  liked  what  we've  been 
called  for  the  last  119  years. 

Besides,  what  would  we  call  our- 
selves? The  Otis  People  and  Thing 
Movingand  MaintenanceCompany?  HAS  A  SYSTEM 


Dtlss 


At  Otis,  we  make  a  lot  more 
than  elevators. 


Automated  warehouse  storage 
and  retrieval  systems. 


Air-cushioned,  linear  propulsion 
vehicle  systems. 


Why  are  so  many  successful  men  failures 
at  personal  financial  planning? 


Being  successful  isn't  enough  anymore. 

Making  money  is  still  mighty  important.  But 

what  you  do  with  it  after  you  make  it  is  more 

important  than  ever.  And  considerably  more 

difficult. 

Handling  your  own  money  in  this 

complicated  world  is  almost  a  full-time  job:  t( 

do  it  properly,  you  need  to  be  part  la\wer, 

part  accountant,  part  investment-counselor, 

and  part  insurance  specialist. 

And  you're  not  this  fortunate.  You 

don't  have  the  time,  or  all  the  specialized  skill 

You're  successful  in  your  business  or 

profession,  but  maybe  you're  not  so  successtu 

when  it  comes  to  personal  financial  planning. 

This  is  what  we  at  Phoenix  Mutual  would  like  the  chance  to  chang-e.To 

help,  we've  developed  a  Personal  Analysis  Service,  P.A.S.  for  short,  designed  to 

provide  you  with  a  complete,  comprehensive  analysis  of  your  financial  condition 

and  future  goals.  Without  charge. 

You  begin  with  a  confidential  interview,  conducted  by  a  Phoenix  Mutual 

agent  who's  also  a  Registered  Representative  of  Phoenix  Equity  Planning 

Corporation.  The  information  he  collects  is  then  forwarded  to  Hartford,  where 

specialists,  assisted  by  computers,  prepare  a  15-page  personal  financial  analysis. 

hi  it,  we  analyze  your  assets  and  liabilities;  we  consider  your  capital  needs 

and  aspirations;  we  outline  tax  advantages;  and  we  recommend  how  much  of  youi 

money  should  go  into  savings,  how  much  into  insurance,  and  how  much,  if  any,. 

into  investments. 

Our  P.A.S.  analysis  is  yours  to  keep,  it's  flexible  and  factual,  with  the 

possible  risks  and  rewards  clearly  stated.  When  all  the  facts  are  in,  when  all  the 

thinking's  been  done,  the  decision  is  clearly  up  to  you. 

It's  an  important  decision,  too.  Especially  when  you  stop  to  think  that  in  tH 

course  of  your  career,  you'll  probably  earn  over  half  a  million  dollars.  Its  your 

money  And  the  way  you  handle  it  will  affect  you  and  your  family  for  the  rest  o\ 

your  lives. 

Write:  Phoenix  Mutual  Life  Insurance  Co.,      PhOCIliX  MutUaL 

Dept.  G,  One  American  Row,  Hartford,  Conn.  06115   PiCKOUr  bralnS. 
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READERS  SAY 


Self-Cure 

Sir:  Your  article  "Why  Utility  Stocks 
are  Sick"  ( Nov.  1 )  implied  that  most  of 
the  blame  for  depressed  earnings  should 
be  placed  on  the  shoulders  of  the  agen- 
cies that  regulate  the  utilities.  But  utiUty 
pricing  policies  have  much  to  do  with  the 
current  mess.  Electric  power  is  sold  pur- 
suant to  rate  schedules  that  provide 
significant  quantity  discounts  to  the  larg- 
er users  of  power.  In  that  most  of  the 
industry's  growth  is  due  to  increased 
usage  per  customer  and  not  to  addition 
of  new  customers,  average  revenues  per 
kilowatt-hour  fall  as  usage  expands.  But 
the  new  plants  cost  more  than  the  old 
ones,  resulting  in  lower  profits  (if  not 
losses )  on  the  incremental  business. 

—Charles  E.  Olson 

Associate  Professor, 

University  of  Maryland 

College  Park,  Md. 

Does  Great  Volume  =  Profits? 

Sir:  I  was  amazed  to  read  your  caustic 
comments  regarding  A&P  (Fact  <b-  Com- 
ment, Nov.  J).  A&P  became  the  largest 
and  most  successful  of  the  grocery  chains 
because  of  its  basic  principle  of  maxi- 
mum volume,  minimum  profit.  A&P  has 
been  called  the  "sleeping  giant"  of  the 
industry  for  the  past  several  years  be- 
cause of  complacent  management.  Un- 
der Mr.  Kane's  leadership,  A&P  is  wak- 
ing up  to  the  fact  of  tough  competition 
and  is  doing  something  about  it. 

— Thor  H.  Ramsing 

President, 

Trident  Oil  Corp. 

New  York,  N.Y. 

When  is  AirP  going  to  wake  up  to  the 
fact  that  you  don't  make  money  selling 
products  below  cost?  AixP  has  lost  over 
$40  million  in  the  past  six  months.  Maxi- 
mum volume,  maximum  loss—MSF. 

Fourth  Estate  Attacks  Real  Estate 

Sir:  Many  newspapers,  magazines, 
commentators  and  others  have  joined  the 
bandwagon  of  attacking  American  busi- 
ness. And  now  you  have  added  your 
power  and  prestige  to  the  decline  of 
America  as  we  know  it  today  by  attack- 
ing the  real  estate  brokerage  business 
(Oct.  J5)..  Cancel  my  subscription  so  at 
least  the  air  can  be  cleaned  by  the  ab- 
sence of  such  blatant  journalism. 

—Thomas  R.  Heiny 
Fort  Wayne,  Ind. 

Sir:  Your  article  "Real  Estate  Broker- 
age" should  be  read  by  every  realtor  in 
the  U.S.  It  was  interesting  and  accurate. 
In  1971  the  Justice  Department  and  the 
Atlanta  Real  Estate  Board  entered  into  a 
consent  agreement  in  which  our  Board 
agreed  that  we  would  no  longer  recom- 
mend commission  rates.  Since  that  time, 
I  have  heard  of  numerous  instances  in 
which  brokers  in  our  area  have  increased 
(Continued  on  page  124) 


Questions  for  executives 
with  urgent 
building  commitments 

If  you  are  thinking  of  a  new  plant  or  adding  to  your 
present  one,  here  are  some  Important  questions 
to  consider. 

•  Will  the  project  be  completed  on  time? 

•  Will  it  be  completed  within  the  budget  we  establish? 

•  How  soon  can  we  estimate  the  total  cost  of  the 
project— early  in  planning  stages  or  must  we  wait 
until  construction  begins  to  pinpoint  our  costs? 

•  Will  we  have  to  deal  with  several  agencies  or  can  we 
turn  the  project  over  to  one  organization  who  can  take 
responsibility  from  concept  through  completion? 

•  Can  we  be  sure  that  all  phases  of  the  project  will  be 
carried  out  according  to  a  uniform  standard 

of  performance? 

•  Can  we  expect  up-to-date  and  reliable  reports  of 
construction  progress  regardless  of  the  location? 

•  Will  the  organization  we  select  have  the  interna! 
flexibility  and  capability  to  meet  our  specific  needs?  ^ 

•  Can  the  organization  we  select  perform  efficiently  In 
any  geographical  area— even  overseas  if  necessary? 

Questions  like  these  can  raise  a  lot  of  doubt  during 
initial  stages  of  capital  programs.  The  Austin  Company 
can  remove  that  doubt  and  we  invite  your  inquiry 
for  a  discussion  of  its  services  in  the 
United  States,  Canada,  or  abroad.  For  further 
information  please  contact  The  Austin  Company, 
3650  Mayfield  Road,  Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 

Designers  ■  Engineers  •  Builders 
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IF  VOU  CAN  DO  IT  ON  UMl  STREET, 
YOU  CAN  DO  IT  ON  PEACHTREE  STREET. 


ii'^frri«<r*n*" '  " 
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IPEACHTREE  ST.; 


C&S,  the  largest  bank  in 
Georgia,  can  give  you  all 
the  corporate  banking 
services  you'd  find  on 
WallSt.XaSalleSt., 
Montgomery  St., or 
Spring  St. 

International  Banking  — 

C&S  provides  all  major  Inter- 
national services— with 
International  banking  offices 
in  the  port  cities  of  Savannah, 
New  Orleans  and  Miami. 

Total  Cash  Management  — 

344  lock  box  accounts  proc- 
essing 1,300,000  items 
monthly. 

Pension  &  Profit  Sharing  — 

Over  $1  billion  in  funds 
managed. 

Factoring  — 

$450,000,000  in  factoring     ■ 
volume  this  year. 

While  our  numbers  are  impres- 
sive, its  our  people  that  make 
the  difference.  Its  plain  good 
banking . . .  Georgia  style. 


The  Citizens  and  Southern  Banks  in  Georgia] 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


NOW  WHAT  KIND  OF  PRESIDENT  WILL  NIXON  BE? 


It's  odd  when  you  come  to  think  about  it  that  the 
Presidential  election  itself  was  little  more  than  an  anti- 
climax. 

There  are  those  who  worry  that  the  unprecedented 
magnitude  of  President  Nixon's  victory  will  have  a  dan- 
gerous eflFect  on  his  head.  It  won't.  It's  apt  to  intoxicate 
for  a  bit  some  of  those  about  him,  but  Richard  Nixon 
has  been  through  as  tough,  bitter,  intensive,  debilitating, 
exhilarating,  disastrous,  triumphant  a  public  life  as  any 
man  who's  ever  held  the  job  and  this  win  won't  affect 
his  stride  one  iota. 

The  one  place  you  won't  find  his  head  is  in  the  clouds; 
the  one  place  you  won't  find  his  feet  is  in  quicksand. 

What  will  the  next  four  years  bring? 

He  no  more  knows  that  than  you  or  I. 

But  those  who  speculate  that  Richard  Nixon  will  seek 
during  the  next  four  years  some  vague  concept  of  Great- 
ness, marbled  Immortality,  or  lyrical,  misty-eyed  love 
and  adoration  from  the  Washington  mPost  and  the  New 
York  Times  and  the  Fourth  Estate  might  as  well  take 
up  or  give  up  smoking  pot. 


You  see,  about  the  only  thing  that  this  most  press-dis- 
sected man  of  our  time  has  never  been  accused  of  is 
meaning  what  he  says. 

But  he  does. 

It's  just  that  simple. 

He  really,  honestly  and  truly  does  believe  in  the  verities 
of  hard  work  and  the  efficacy  of  hard  knuckles.  He  thinks 
we  live  in  a  hard  world  and  that  it  takes  a  hard-headed 
approach  to  survive,  to  win,  to  stay  out  front,  to  stay  on 
top,  to  stay  with  it  and— infinitely  more  preferable— to 
stay  ahead  of  it. 

Pundits  are  fond  of  listing  the  things  and  people  Mr. 
Nixon  is  not— like  Lincoln  and  Socrates  and  FDR  and  God 
and  Oliver  Wendell  Holmes  and  Joe  Namath.  But  if  you 
want  to  know  what  kind  of  man  and  President  he's  now 
going  to  be  with  this  stupendous  new  mandate  I  can  give 
you  an  absolutely  accurate  answer- 
Exactly  the  man  and  President  he  has  been  for  the  past 
four  years. 

And  the  election  results  rather  emphatically  indicate 
that's  the  sort  of  President  most  Americans  want. 


WHY  "PRIME"  CAN'T  LAST 

Whether  it's  in  beef,  or  TV  time,  or  people,  prime  cannot 
long  last. 
Why? 


Sad  as  it  may  be  for  those  who  think  they're  at  it,  the 
next  guy's  opportunity  depends  on  the  other  fellow's  prime 
running  its  course. 


BE  PREPARED 


Now  that,  thanks  to  some  herculean  enterprise  by  As- 
sociated Press,  the  newspapers  which  daily  publish 
stock  prices  are  also  including  the  price/earnings  ra- 
tio, complacent  portfoho  managers  better  be  prepared 
for  the  impact  this  will  have  on  numerous  investors— 
and  on  the  stocks  with  P/Es  at  lower  and  upper  ends 
of  the  spectrum. 

It's  all  well  and  good  for  sophisticated  managers  of 
huge  funds  to  think  there's  nothing  wrong  with  P/Es  in 
the  50s  and  60s  and  above;  but  when  the  common  sense  of 
the  average  investor  relates  that  to  the  very  low  multiples 


of  giants  out  of  vogue  and/ or  temporarily  out  of  earnings 
growth,  he's  going  to  tend  to  sell  some  of  one  and  buy 
some  of  the  other. 

Just  because  high  multiples  have  never— so  far— long  in- 
hibited the  stock  market  price  of  an  IBM  is  not  necessarily 
sufficient  evidence  that  the  same  will  apply  to  many  dozens 
of  high-multiple  companies  not  so  uniquely  structured. 

And,  as  is  so  often  the  case,  the  fellow  applying  com- 
mon sense  rather  than  esoteric  expertise  to  these  very  high 
and  very  low  multiples  is  going  to  be  right  far  more 
often  than  wrong. 
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OF  ALL  THE  USELESS  THINGS 

Probably  tlie  worst  buy  for  the  price  {any  price)  are 
men's  "good"  raincoats. 

A  bunch  of  us  sat  in  a  wet  football  stadium  not  long 
ago,  mostly  wearing  the  same  suntan  Establishment-type 
fly-front  raincoats  that  I  guess  cost  anywhere  from  $35  to 
$135.  After  a  bit,  we  were  nearly  as  wet  inside  as  out. 
It  seems  after  a  few  exposures  the  "waterproofing"  dis- 


appears and  the  cloth  acts  like  a  blotter,  not 
a  shedder.  Our  more  sensible  wives  were  mostly  wear- 
ing clear  plastic  and  had  no  such  problem,  and  no  such 
initial  cost,  either. 

If  it  weren't  for  the  fact  that  consumerism  is  currently 
out  of  hand,  I  could  sure  make  a  suggestion  or  two  for  a 
deserving  target. 


Recently  some  of  us  here  asked  the  chieftain  of  a  major 
insurance  company  about  the  costly  and  too  lengthy  process 
of  settling  claims.  In  pointing  out  his  company's  success  in 
reducing  these,  he  attributed  a  major  part  of  the  im- 
provement in  both  areas  to  the  fact  that  his  company 
had  started  using  women  to  make  offers  of  settlements 


ONE  UP  FOR  WOMEN 

on  behalf  of  the  insurance  company. 

"It's  remarkable  how  many  more  people  will  accept  a 
reasonable  offer  of  settlement  from  an  insurance  company 
when  it's  made  by  a  woman  instead  of  a  man. 

"We  may  not  be  very  enthusiastic  about  Women's  Lib, 
but  in  our  company,  we're  all  in  favor  of  Women's  Lip." 


HOW  POOR  CAN  ADVERTISING  GET? 


The  iMt)Uan  with  , 
most  rent  a  car  rates  is 

theyVemadefw, 
rent  a  car  oxnpanies. 


Everybody  talks  about  outstanding  advertising.  Really 
good  ads  collect  kudos  by 
the  score.  Even  Forbes 
from  time  to  time  here 
lauds  outstanding  exam- 
ples (most  recently,  July 
15).  Maybe  it  would  be 
more  useful  to  spotlight 
some   poor   examples. 

Look  at  these  prize  sam- 
ples—ads that  are  confus- 
ing and  sometimes  mislead- 
ing in  caption,  copy  and  il- 


r-Mile 
Rate*. 


lustration.  In  the  reproductions  here  you  cannot  read  the 

copy,  but  much  of  it  is  so 
detailed  and  so  full  of  ex- 

ceptions  you  end  up  be- 

theHertz      ^gmj^^gmmm  wildcrcd,  uot  enlightened. 

-  "^^      ^^^^^^^"  Remember  those  mem- 

orable days  when  imagina- 
tively and  delightfully 
Hertz  simply  put  you  in  the 
driver's  seat  and  made  you 
want  to  go  for  the  fun  of 
it  and  not  just  out  of 
necessity? 


NEIGHBORS   STILL  MAKE  A  NEIGHBORHOOD 


As  long  as  I  can  remember  reading,  I've  read  dire 
laments  about  the  movement  of  people  from  country  to 
city,  and  the  direness  of  the  current  lament  is  exceeded 
only  by  those  of  the  decade  before  this  and  the  ones 
before  that.  We've  all  seen  those  statistics  about  how 
nowadays  110%  or  120%  of  the  population  crowds  into  less 
than  2%— or  is  it  two-tenths  of  1%?— of  the  land  within  our 
boundaries.  Combine  these  statistics  on  the  growth  of 
megalopolises,  such  as  Boston-to- Washington  (Boswash), 
with  the  stories  of  people  living  in  apartments  for  years 
and  never  meeting  those  in  the  adjacent  apartments,  and 
one  envisions  humanity  being  so  packed  together  that 
the  result  is  inhumanity. 

I  was  reminded  the  other  day,  though,  that  this  cliche 
about  the  dehumanizing  of  humans  in  the  urban /sub- 
urban megalopolis  is  very  largely  a  figment  of  closeted 
writers'  imagination,  lonesomeness,  despair.  Three  of  us 

THE  LONG  AND  THE  SHORT  OF  IT 

In  the  long  run,  a  short  cut  seldom  is. 
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were  motorcycling  through  a  very  urban-industrial  part  of 
suburbia  when  the  siren  went  off  as  we  passed  the  volun- 
teer firehouse  at  Finderne,  N.J.  We  stopped  and  timed 
how  long  it  took  for  the  engine  to  roll  from  the  time  the 
first  siren  sounded.  Within  two  minutes  the  first  few  cars 
arrived  and  in  less  than  five  the  truck  was  manned  and 
on  its  way.  Impressive  and  refreshing  in  multiple  ways. 
Because  wherever  men  (and  Ms.)  live  together,  too 
close  or  quite  close,  there  will  be  a  coming  together, 
be  it  in  a  formal  community  or  a  shared  neighborhood 
of  one  block  or  many,  of  high-rises  or  houses  or  house 
trailers. 

No  megalopolis,  no  urbanization,  no  writers  of  gloom 
about  the  same  will  ever  overcome  the  urge  of  each  of  us 
to  know  and  to  help  and  be  helped  by  another.  While 
man  is  alive,  there  will  always  be  neighborhoods,  megalop- 
olis or  no. 

HELP 

He  who  says  he  never  needs  help,  most  does. 

—MALCOLM  S.  FORBES, 

Editor-in-Chief 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.  This  page 
each  issue  will  contain  a  few.  Which  verb  applies,  to  what,  you  can  decide.— M.S. F. 


DAISGEROVS  LAG 

For  upwards  of  a  quarter  century 
the  U.S.  has  led  the  world  in  develop- 
ing new  technologies.  But  today  this 
leadership  appears  to  be  jeopardized. 
Economists  scanning  the  horizon  can 
see  no  great  new  industries  compara- 
ble in  size  or  lift  to  those  built  on 
the  jet  aircraft,  the  computer,  tele- 
vision and  xerography,  the  four  big 
growth  situations  created  by  tech- 
nology in  the  postwar  era.  Those  four 
are  now  maturing;  and  while  total 
U.S.  research  and  development  out- 
lays have  risen  to  an  unparalleled  $27 
billion  a  year,  nothing  signally  new 
seems  to  be  coming  from  them.  Mean- 
while, Japan,  the  Soviet  Union  and 
Western  Europe  have  come  forward 
to  challenge  the  U.S.  position.  .  .  . 

Why,  meanwhile,  in  a  period  when 
the  U.S.  has  put  such  unprecedented 
amounts  of  money  into  research  and 
development,  has  so  little  of  the 
needed  new  technology  been  forth- 
coming? ...  A  growing  school  of  econ- 
omists believe  that,  despite  the  huge 
sums  involved,  the  U.S.  has  had  a 
meager  payoff  because  it  is  actually 
tinciennvesting  in  industrial  research. 
The  gist  of  this  argument  is  that  the 
massive  research  funds  of  the  last  20 
years  were  so  heavily  tilted  to  meet 
the  needs  of  the  military  and,  to  a 
lesser  degree,  the  space  effort,  that 
industrial  research  suffered  a  real 
decline.  . . . 

—By  Lawrence  Lessing  in  Fortune. 


OBSCEMTY 

...  In  this  sense,  the  issue  for  the 
Burger  Court  isn't  really  obscenity. 
The  real  issue  is  whether  the  Court 
now  and  in  the  years  ahead  will  stand 
sufficiently  above  politics  and  beyond 
the  crowd  to  preserve  its  delicate  role 
in  balancing  majoritarian  power 
against  private  rights  in  all  areas,  in- 
cluding obscenity,  crime,  student  dis- 
order and  racial  injustice.— Louis 
Kohlmeier  in  The  Wall  Street  Journal. 

TAKE  THE  KEYS  OUT! 

...  In  Utica,  N.Y.,  a  state  Supreme 
Court  recently  awarded  $33,863  to  a 
man  whose  wife  was  killed  by  a  stolen 
car.  The  judgment  was  entered  against 
the  owner  who  had  left  his  keys  in  the 
ignition.  The  star  witness  against  the 
owner  was  the  18-year-old  who  stole 
the  car  and  caused  the  accident. 

Michael  J.  Murphy,  president  of 
the  National  Auto  Theft  Bureau, 
estimates  that  car  thefts  cost  Ameri- 
cans $1  billion  a  year  and  he  said  the 
number  of  thefts  has  ballooned  183% 
in  only  10  years. 

Chrysler  Corp.  security  experts 
make  the  following  point: 

If  car  thefts  in  America  somehow 
could  be  halted  for  30  days,  there 
would  be  225  fewer  fatal  accidents, 
12,000  fewer  injuries,  19,000  fewer 
days  of  hospitalization  for  accident 
victims,  25,600  fewer  hardship  cases, 
190,000  fewer  unsolved  crimes  relat- 


ed  to   auto   thefts    and   2,560   fewer 
teen-agers  introduced  to  crime   as   a 
way  of  life. 
-Robert  A.  Popa  in  The  Detroit  News. 

RIGHT  TO  SAY 

.  .  .  The  FTC  can  and  should  crack 
down  hard  on  deceptive  advertising 
and  false  claims.  If  Crunchy-Munch- 
ies  will  not,  in  fact,  put  hair  on  your 
chest,  the  marketer  has  no  right  to 
say  it  will.  But  that  is  not  the  central 
question  in  this  case. 

Implicit  in  the  FTC's  argument 
seems  to  be  the  assumption  that  if 
Fodder  A  beats  out  Bran  X,  the  Fod- 
der company  has  done  something  un- 
fair. An  alternative  theory  might  be 
that  Bran  X  simply  is  not  as  smart  as 
its  competition.— Business  Week. 

Over  and  Over  Again 

Asked  what  kind  of  a  childhood 
tantrum-temperamental  movie  direc- 
tor Ken  Russell  had,  a  longtime  col- 
league replied,  "He's  having  it  now." 

But  Was  He  Able? 

In  his  private  life.  Lord  Palmerston 
was  one  of  the  most  lecherous  of 
British  Prime  Ministers,  and  when  he 
was  79  he  was  threatened  with  cita- 
tion in  a  case  of  criminal  conversa- 
tion, as  it  was  then  called,  with  a  Mrs. 
O'Kane,  which  caused  the  jest  to  go 
round  the  clubs  that  she  was  certainly 
Kane,  but  was  he  Abel?— Sir  Charles 
Petrie  in  the  Illustrated  London  News. 


INSURING  PENSION  INSURANCE 


The  pension  reform  proposal  for 
mandatoiy  federal  termination  insur- 
ance of  private  pension  plans  has  been 
termed  by  its  critics  as  impractical 
and  unsound.  Such  a  program  would 
be  aimed  at  insuring  that  payment 
of  promised  benefits  would  continue 
if  a  pension  plan  did  not  have  the 
assets  nec?essar\'  to  cover  its  obliga- 
tions at  termination. 

Too  numerous  stories  of  people  be- 
ing gypped  of  their  benefits  thanks  to 
union  corruption,  corporate  takeovers, 
bankruptcies,  mergers,  plant  closings 
have  sparked  the  proposals  for  re- 
form and  regulation  of  private  pen- 
sion plans. 

Under  mbst  proposals  for  federal 
termination  insurance,  pension  plans 
designated  as  such  under  Section  401 
of  the  Internal  Revenue  Code  (and 
that  includes  most)  would  pay  a 
premium  based  on  their  unfunded  lia- 
bilities.    Pension     experts     generally 


agree  that  an  adequate  annual  pre- 
mium would  be  0.2%  to  0.5%  of  un- 
funded liabilities.  Thus,  pension  plans 
that  are  properly  funded  would  pro- 
portionately pay  smaller  premiums 
than  the  ones  that  are  not. 

While  such  a  proposal  appears  fair 
and  feasible,  several  questions  have 
been  raised. 

How  will  abuses  be  prevented,  e.g., 
pension  plans  set  up  solely  to  cash  in 
on  the  termination  insurance  fund? 
What  is  to  prevent  pension  planners 
from  offering  pie-in-the-sky  benefits 
and  letting  the  fund  foot  the  ultimate 
bill?  Won't  termination  insurance  pe- 
nalize the  strong  pension  plans  by 
forcing  them  to  subsidize  those  plans 
which  are  weak?  What  actuarial  as- 
sumptions would  be  used  in  determin- 
ing unfunded  liabilities  for  the  pur- 
pose of  calculating  premiums? 

To  insure  against  wholesale  abuses 
of  a   termination   insurance  program. 


a  variety  of  tests  and  safeguards  have 
been  espoused,  such  as  setting  a  max- 
imum limit  on  insurable  benefits  and 
setting  the  number  of  years  a  plan  has 
to  be  in  existence  before  it  qualifies 
for  the  insurance. 

Determining  actuarial  assumptions 
is  more  complex  because  actuarial 
"principles,"  like  accounting  princi- 
ples, are  apparently  almost  as  flexible 
as  management  or  trustees  wish  them 
to  be.  If  needed  pension  reforms,  such 
as  termination  insurance,  actually  are 
too  costly,  impractical,  unfeasible,  as 
critics  say,  then  the  insurance  indus- 
try had  better  come  up  with  better 
answers  than  are  presently  provided. 
Too  many  people  have  been  done  in 
or  done  out  of  what  they  thought 
they  had,  and  Congress  will  sooner  or 
later  respond  with  legislation  that 
could  be  responsive  in  one  sense,  but 
irresponsible  in  dollars  and  cents. 

—M.S.  Forbes  Jr. 
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AIHF  isn't  in  tlie  transportation 
Iwsiness  iust  for  tlie  fun  of  it. 


Our  end  of  the  transportation 
business  is  the  fun-on-wheels 
end  that  doesn't  show  any  signs 
of  slowing  up  or  slowing  down. 

Motorcycles,  bicycles  and 
exercise  bicycles.  Golf  cars  and 
riding  mowers.  Hardtop  folding 
campers,  truck-mounted 
campers  and  travel  trailers. 
Everywhere  you  look,  Americans 
are  taking  to  wheels.  And  AMF 
has  the  wheels  to  get  them  there. 

The  fun  may  be  seat-of-the- 
pants.  But  the  business  isn't.  To 


be  in  this  part  or  tne  active  leisure 
market,  to  grow  faster  than  it 
grows,  you've  got  to  have  quality 
products  with  quality  brand 
names. 

AMF  has  the  quality  and  the 
names.  Harley-Davidson  motor- 
cycles and  golf  cars.  Roadmaster 
bicycles.  Whitely  exercise  bikes. 
Skamper  campers  and  travel 
trailers.  And  AMF  riding  mowers. 
They're  a  hefty  part  of  the  leisure 
side  of  our  business— sports  and 
recreation  products  that  gener- 


aiea  over  $425,000,000  in 
revenues  last  year.  Over  half  of 
our  total  revenues. 

The  rest  of  AMF  is  in  industrial, 
products  that  help  business  pro- 
duce more  and  produce  more 
faster.  And  create  leisure  time. 

And  that's  our  cycle.  A  never- 
ending  cycle  of  product  feeding 
on  product,  growth  feeding  on 
growth. 

AMF  Incorporated,  White 
Plains,  New  York  10604. 


AMF  mixes  business  with  pleasure.   Profitably. 


Forbes 


"Banana  republic  . . .  stuff"  was  fhe  sneering 
commenf  of  Alcan's  President  Lemon  about  Al- 
coa's choice  of  law  firm  to  launch  an  antidump- 
ing complaint  against  the  Canadian  company. 
Alcoa's  Chairman  John  Harper  (right)  picked 
the  Houston,  Tex.  firm  to  which  ex-Treas- 
ury  Secretary   John    Connolly   (left)   belongs. 


Who's  Dumping  on  Whom? 

Alcoa  says  A/can  is  dumping  aluminum.  But  is  Alcoa 
really   using  politics    to   hurt  a    fair   competitor? 


You  cut  your  prices.   Is  that  unfair 
competition?  It  might  be. 

But  supposing  your  competitor 
cuts  to  match  your  cuts?  Surely,  that 
isn't  unfair  competition. 

Oh  yes,  it  is,  claims  the  Aluminum 
Co.  of  America.  "We  caught  Alcan 
with  its  pants  down,"  says  an  Alcoa 
executive.  "They  were  trying  to  take 
our  customers  away  in 
our  market  with  bargain- 
basement  prices.  I  don't 
think  they  will  try  that 
again." 

Alcoa  has  complained 
to  the  U.S.  Treasury  De- 
partment that  Al- 
can Aluminium  Ltd.,  its 
offshoot  and  now  bitter 
rival,  is  dumping  alumi- 
num ingots  here.  Actual- 
ly, Alcan  is  selling  here 
at  the  same  price  that  Alcoa  is.  How, 
then,  dumping?  Isn't  dumping  when 
a  foreigner  sells  below  the  U.S.  mar- 
ket price  in  order  to  move  goods  he 
couldn't  otherwise  sell?  Not  really; 
nobody  accuses  Alcan  of  this.  The 
dumping  charge  is  a  technicality. 
Currently,  the  U.S.  ingot  price  is  21 
cents  a  pound,  several  cents  under 
the  going  Canadian  price.  If,  as  Alcoa 
charges,  Alcan  was  selling  in  the  U.S. 
for  less  than  it  sold  in  Canada,  it 
could  have  been— in  a  technical  sense 
—dumping  under  the  provisions  of 
the  Antidumping  Act  of  1921. 

But  if  what  Alcan  is  doing  is  dump- 
ing, it  is  getting  precious  little  out  of 
it.  Its  market  share  currently  is  close 
to  8%,  about  what  it  has  been  for  20 
years.  Alcan  says  it  is  simply  matching 


prices  to  stay  in  the  market. 

If  Alcoa  makes  the  dumping  charge 
stick,  Alcan  may  have  to  pay  2-4 
cents  a  pound  in  import  duties  on  top 
of  the  1  cent  it  pays  now.  That  might 
effectively  squeeze  Alcan  out  of  the 
U.S.  ingot  market,  since,  at  current 
prices,  there  is  little  profit  in  ingots. 
(Alcan  is  also  a  U.S.  fabricator.) 


Aluminum's  Big  Four 


Company 


1971 
Sales     Earnings 
(millions) 


1972»  Pe 

Sales     Earnings 
(millions)  U.S 


r  Cent 
of 
Market 


Alcoa 

$1,441 

$55 

$1,320 

$64.9          28 

Alcan 

1,449 

60 

1,140 

47.3            8 

Reynolds 

1,093 

5.89 

871 

2.1  loss    21 

Kaiser 

904 

27 

746 

12.2           15 

'Nine  months. 


Alcoa  Chairman  John  Harper  says 
his  lawyers  won't  let  him  talk  about 
the  unusual  dumping  charge  against 
an  old  competitor  in  the  U.S.  market. 

Alcan  is  outspoken  in  its  reaction. 
"This  is  not  a  dumping  market  for 
aluminum  and  we've  never  dumped 
ingot  in  the  U.S.,"  responds  Nathanael 
Vining  Davis,  Alcan's  chairman.  "I 
was  shocked  by  Alcoa's  action." 

Alcan  was  shocked,  too,  by  Alcoa's 
choice  of  law  firms.  Alcoa,  headquar- 
tered in  Pittsburgh,  used  a  Houston, 
Tex.  law  firm  in  which  John  B.  Con- 
nally  is  a  senior  partner.  The  com- 
plaint was  dated  Apr.  4,  three  days 
before  the  new  Federal  Election  Cam- 
paign Act  went  into  eflfect.  Connally 
was  then  Secretary  of  the  Treasury. 
On  May  16  he  surprised  Washington 


observers  by  resigning  his  post  to  cam- 
paign for  President  Nixon  and  to  re- 
turn to  the  Houston  practice.  On  May 
17,  the  very  next  day,  Treasury  an- 
nounced it  was  ordering  a  full-scale 
investigation  of  Alcoa's  complaint.  Ob- 
viously, Alcoa's  chance  of  making  the 
charge  stick  will  not  be  harmed  by 
the  outcome  of  the  election. 

"Maybe  I'm  naive," 
says  Alcan's  President 
Paul  H.  Leman,  "but  I 
don't  think  of  the  U.S. 
as  a^  banana  republic 
where  stuff  like  this  can 
happen.  I'd  rather  be- 
lieve that  the  ten  top 
people  closest  to  the 
President  have  to  be  like 
Caesar's  wife." 

Alcoa  denies  Connally 
has  been  directly  in- 
volved. It  says  it  began  using  the  gen- 
eral practice  firm  of  Vinson,  Elkins, 
Searls,  Connally  &  Smith  back  in  the 
1950s  for  local  business  when  Chair- 
man Harper  ran  the  Rockdale,  Tex. 
smelter  operation.  Connally  himself 
has  been  unavailable  for  comment. 

Most  U.S.  aluminum  producers 
would  be  glad  to  see  Alcan  squeezed 
out  of  the  U.S.  market,  for  they  might 
pick  up  some  of  the  pieces.  Also,  Al- 
can's departure  might  firm  up  prices, 
which  are  now  at  the  lowest  levels  in 
a  decade.  But  the  smaller  companies 
are  also  a  little  worried.  What  both- 
ers them  is:  What  would  Alcan  do 
with  the  aluminum  it  wasn't  allowed 
to  sell  here?  Chances  are  it  would  try 
to  sell  it  overseas  at  a  price  lower  than 
the  present  rock  bottom  level.   This 
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could  be  serious  for  the  11  hard- 
pressed  U.S.  producers,  especially 
Reynolds,  which  counts  heavily  on  its 
Canadian  ingot  exports. 

"Maybe  the  U.S.  is  big  enough  and 
strong  enough  in  the  world  to  say  the 
hell  with  everybody  else,  we're  going 
to  do  it  our  way,"  says  Leman,  a  nor- 
mally soft-spoken  French  Canadian 
who  became  president  of  Alcan  earlier 
this  year.  "Well,  the  response  people 
take  in  hght  of  that  attitude  is  impor- 
tant. There  could  be  repercussions." 

Of  course,  the  whole  thing  could 
end  with  a  whimper  rather  than  with 
a  bang.  Maybe  the  Treasuiy  will 
merely  slap  Alcan's  wrist,  warning  it 
in  effect  not  to  try  increasing  its  mar- 
ket share.  But  Alcoa's  move  might 
lead  to  a  stretching  of  the  antidump- 
ing laws  to  turn  them  toward  some- 
thing they  were  never  intended  to  do: 
prevent  foreigners  from  competing  on 
an  equal  basis  in  the  U.S.  market.  ■ 


The  Prince  and  the  Promoter 

Guess  who  has  taken  over  Bernie  Cor nf eld's  old  empire?  No, 
not  another  American  promoter,  but  a  royal  prince  of  Spain. 


Whatever  happened  to  Investors 
Overseas  Services?  Bernie  Comfeld's 
creation  is  alive,  if  not  exactly  well, 
and  about  to  get  a  whole  new— if 
somewhat  surprising— lease  on  life. 
The  job  made  famous  by  Bernie  of 
Brooklyn  has  just  been  taken  over  by 
Gonzalo  of  Madrid.  Gonzalo's  back- 
ground is  as  exalted  as  Bemie's  was 
humble.  His  full  name  is  Prince  Gon- 
zalo de  Bourbon  y  Dampierre,  his 
family  a  branch  of  the  Spanish  royal 
family,  his  brother  married  to  Fran- 
cisco Franco's  granddaughter. 

The  opportunity  of  rubbing  shoul- 
ders with  blueblood  is  causing  no 
happiness  in  Geneva,  Switzerland, 
where  a  tiny  remainder  of  Comfeld's 
entourage  still  cling  to  their  jobs.  The 
140  staff  members  (down  from 
2,500)  have  just  been  notified  that 
the  whole  operation  is  shortly  moving 
to  Madrid;  so  it's  time  to  look  for 
another  job. 

Princes  selling  mutual  funds?  Well, 
not  exactly.  While  he's  regarded  as  a 
shrewd  businessman,  Prince  Gonzalo 
is  expected  to  be  little  more  than  a 
titular  head  of  the  new  lOS.  Is  he  a 
figurehead,  then,  for  some  shadowy, 
possibly  disreputable  characters?  Ap- 
parently not.  The  vice  chairman  is 
Baron  de  Gotor,  a  Spanish  nobleman 
and  banker  with  excellent  contacts. 
The  apparent  operating  head  is  going 
to  be  Dr.  Rafael  Diaz-Balart,  a  Cu- 
ban refugee  who  runs  the  Ultramar 
Banking  Agency  in  Madrid.  Ultramar's 


major  business  is  providing  advice  on 
Latin  American  investments  for  rich 
Spaniards.  Diaz-Balart's  executive 
president  is  Alberto  Alvarea  Alvares, 
a  director  of  Costa  Rica's  national 
airlines. 

The  new  group  bought  control  from 
two  former  associates  of  Robert  Ves- 
co,  the  controversial  American  finan- 
cier who  heads  International  Controls. 
The  associates  were  Ulrich  Strickler, 
a  Swiss,  and  Milton  Meissner,  who  is 
described  as  a  New  York  manage- 
ment consultant.  If  the  published  fig- 
ures are  correct,  Strickler  and  Meiss- 


A  sign  of  Spain's  new  econom- 
ic importance  is  the  takeover 
of  Bernie  Comfeld's  (right) 
o/d  mutual  fund  empire  by  a 
Spanish-Latin  American  group 
under  Prince  Gonzalo  of  Spain. 


ner  turned  a  handsome  profit.  They 
paid  $1.2  million  for  their  lOS  stock 
and  sold  it  for  nearly  five  times  as 
much.  The  price  paid  was  $5.7  mil- 
lion—in cash— for  about  40%  of  the 
stock.  What  did  they  get  for  it— be- 
sides a  bundle  of  lawsuits  that  are  still 
pending  against  lOS  from  the  days 
of  Vesco  and  Comfeld?  They  got  the 
following: 

1)  80%  interest  in  Transglobal  Fi- 
nancial Services  Ltd.  (formerly  In- 
vestors Overseas  Services  Manage- 
ment Ltd.),  which  holds  the  manage- 
ment contracts  for  11  lOS  mutual 
funds  with  more  than  $600  million 
under  management  (down  from  a 
pre-crisis  high  of  $2.3  billion), 
but  a  continuing  negative  cash  flow 
in  redemptions. 

2)  About  $2  milhon  worth  of  at- 
tached real  estate  in  Geneva. 

3)  A  $2.5-million  hole  in  the 
ground  at  Femey-Voltaire,  Switzer- 
land—dubbed "Loch  Landau"  in  fond 
remembrance  of  lOS'  administrative 
vice  president  under  Comfeld— exca- 
vations for  the  foundations  of  a 
planned  11-story  lOS  office  building 
there,  16.8  acres  of  Ferney  land  and 
a  sprawling  prefabricated  complex  of 
office  buildings  that  must  be  torn 
down  by  1974. 

The  guessing  is  that  the  new  lOS 
bosses  will  liquidate  the  Swiss  assets 
and  transfer  the  mutual  fund  compa- 
nies to  Madrid.  There,  amidst  Spain's 
fast-growing  economic  and  financial 
life,  they  will  attempt  to  rebuild  the 
money  management  company  around 
the  still  sizable  pool  of  mutual  fund 
money.  A  strange  and  rather  staid  end 
for  the  dreamchild  of  the  flamboyant 
boy  from  Brooklyn.   ■ 
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The  11  Tired  Men 

Question:  What  is  an  ICC  commis- 
sioner? Answer:  a  worthy  politician. 


How's  xms  for  a  man-bites-dog  story? 
A  federal  agency,  instead  of  seeking 
more  power,  is  likely  to  fight  against 
having  more  power  thrust  upon  it. 
The  agency  is  the  Interstate  Com- 
merce Commission. 

The  Senate  Commerce  Committee 
is  about  to  issue  a  report  blasting  the 
ICC.  The  report  will  call  for  new 
legislation  to  make  the  ICC  more  ag- 
gressive. 

The  ICC  commissioners  don't  want 
to  be  aggressive.  They  are  comfort- 
able the  way  things  are.  The  11-mem- 
ber  Commission  says  that  transporta- 
tion reform  is  not  its  business.  "Our 
authority,"  ICC  Chairman  George  M. 
StafiFord  told  Forbes  recently,  "is  ba- 
sically economic  regulation."  In  other 
words,  to  regulate  rates  and  condi- 
tions of  shipping. 

Elsewhere,  the  ICC  has  been  large- 
ly passive.  Under  political  pressure 
and  persuasion,  it  approved  the  Penn 
Central  merger,  without  insisting  that 
the  merger  be  part  of  any  coherent 
overall  plan.  In  the  West,  by  con- 
trast, it  hasn't  moved  for  eight  years 
on  the  proposed  Rock  Island-Union 
Pacific  merger.  And  why  not?  Be- 
cause a  dedicated  bureaucrat  has 
taken  the  bit  in  his  teeth  and  de- 
termined to  turn  the  case  into  a  sort- 
ing-out   of    all    the    western    roads 


(Forbes,  Oct. 
15);  but  this 
was  on  the 
staff  member's 
initiative,  not 
the  Commis- 
sion's. 

The  ICC 
staff,  many  of 
them  long- 
time profes- 
sionals, hard- 
ly bother  to 
hide  their 

scorn  for  the 
commissioners. 

"We  had  a  really  good  commissioner 
here  a  couple  of  years  ago.  Unfor- 
tunately he  died,"  one  staff  member 
said  to  Forbes.  Said  another:  "The 
commissioners  are  plain  wrong  in  say- 
ing that  we  have  only  rate-making 
powers.  We  have  the  power  to  re- 
quire the  railroads  to  do  anything— 
make  improvements,  change  routes, 
the  whole  thing." 

The  scorn  felt  by  the  staffers  is 
echoed  in  Congress.  The  Commission 
itself  is  considered  to  be  a  land  of 
retirement  home  for  old  politicians 
(see  table).  A  commissioner  is  ap- 
pointed for  seven  years,  and  gets 
$38,000  a  year.  There  are  11  such 
commissioners.    The   job   is   not   de- 


manding. The  temptation  to  use  it  to 
reward  old  allies  is  too  much  for  most 
Presidents— including  Nixon— to  resist. 

With  six  of  the  11  appointments 
to  his  credit.  President  Nixon's  rec- 
ord includes  the  reappointment  of  one 
incumbent— a  Democrat  with  a  ship- 
ping background— transportation-re- 
lated  at  least.  But  then  there  was 
Donald  L.  Jackson,  who  left  his  seven- 
year  term  after  three  years— three 
years  which  increased  the  former  con- 
gressman's total  federal  service  to  17 
years  and  gave  him  the  three  years 
at  $38,000  to  add  to  his  pension  totals. 

More  recent  Nixon  appointees  in- 
clude a  former  postal  inspector;  a 
Democratic  lawyer  who  worked  in  a 


The  US/  Highest  Transportation  Tribunal 

President  Nixon  just  made  his  sixth  appointment  to  the   1 1  -member  Interstate 

Commerce  Commission.  Here's  how  the  Nixon  ICC  stacks  up;  notice  the  difference? 

Name 

Party,  State 

Term 
Appointed    Expires    Background 

Name                 Party,  State    Appointed 

Term 
Expires    Background 

George  M.  Stafford 

P.,  Kan. 

1967            1973    Aide  to  former 

W.  Donald  Brewer           R.,  Colo.       1970 

1976 

Deputy  Dir. 

(Chairman) 

Kan.  senator 

of  Small  Busi- 
ness Admin.; 

Dale  W.Hardin 

R.,  Va. 

1967            1977    Lawyer  for  Amer- 

ican Trucl(ing 

former  postal 

« 

Assoc;  former 
ICC  liaison  with 
Congress;  ICC 

Retirees  this  year  and  Replacements: 
Laurence  K.Walrath         D.,  Fla.        1956 

1072 

employee 
Attorney 

V 

Vice  Chairman 

by 
RudoIfoMonte|anf2'J      D.,  Calif.       1973 

Donald  L  Jackson           R.,  Calif.       1969 

by 
Chester  N.WigginJr.«"   p.,  n.H.        1973 

1973 
1973 

Attorney 

Member  of  Con- 
gress for  14  yrs. 

Kenneth  H.  Tuggle 

R.,  Ky. 

1953            1975    Ex.-Lt.  Governor 
of  Ky;  lawyer 

Rupert  L  Murphy  n  J 

D.,  Ga. 

1955            1978    Shipping  assoc. 

lawyer 

1973 

Aide  to  former 
N.H.  senator 

Virginia  Mae  Brown 

« 

D.,  W.Va. 

1964            1977    State  insurance 
&  public  service 
commissioner; 
lawyer 

John  W.  Bush                 D.,  Ohio       1961 

by 
Alfred  McFarland^*'        D.,Tenn.       1973 

1971 
1978 

Aide  to  Ohio 
Govs.  Lausche 
and  DiSalle 

Lawyer;  led 

Willard  Deason 

D.,Tex. 

1965            1972     Broadcasting 

Robert  C.  Gresham 

R.,  Md. 

1969            1974     Republican  staff 

chief  for  House 

Democrats  for 

Appropriations 

Sen.  Wm.  Brock, 

Committee 

R.,  Tenn. 

t  Confirmed  by  Senate.      *  White  House  appointment;  yet  to  be  confirmed.         til  Reappointed  to  lull  term.        12  i  3)  Named  to  unexpired  terms,  will  get  lull  terms  later. 
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Republican  senator's  campaign;  and 
the  34-year-old  former  college  room- 
mate of  the  Wliite  House  special  as- 
sistant for  minority  group  hiring. 

The  latter  is  Rodolfo  Montejano, 
a  Santa  Ana  attoniey.  He  will  take 
one  of  the  Democratic  seats  on  the 
Commission.  As  he  told  Fobbes,  "I 
really  don't  know  what  all  this  is 
about.  I  was  called  by  my  friend 
[William]  Maramuto  from  the  White 
House,  who  asked  if  I  was  interested. 
My  background?  The  law  firm  I 
used  to  work  for  was  the  referral 
firm  for  the  California  Trucking  As- 
sociation. That's  about  all." 

Under  the  circumstances,  how  does 
the  ICC  function  at  all?  In  large  part 
because  of  the  very  same  staflF  that  is 
so  often  critical  of  its  alleged  bosses. 
Under  ordinary  circumstances,  the 
professional  staff  would  long  since 
have  drifted  away  to  greener  fields- 
just  as  Securities  &  Exchange  Com- 
mission lawyers  go  into  Wall  Street. 
Fortunately  for  the  ICC,  railroads  are 
not  a  very  attractive  alternative.  "The 
railroads  pay  less  than  the  ICC,  that's 
all,"  says  one  staffer. 

The  Senate  Commerce  Committee 
report  wt1\  certainly  call  for  reform 
in  both  the  terms  and  duties  of  the 
ICC  commissioners.  It  will  outline  a 
national  policy  for  revitalizing  the  rail- 
roads and  call  for  an  ICC  role  in  the 
revitalization. 

Of  course,  many  vested  interests  in 
the  transportation  field  can  be  ex- 
pected to  fight  the  reforms.  And  so, 
not  so  surprisingly,  can  the  ICC  com- 
missioners themselves.  Why  spoil  a 
good  thing?  ■ 


Galahad  to  the  Rescue 

Bunkie  Knudsen  has  already  performed  a  first  miracle 
by  keeping  White  Motor  alive.  How  about  a  second  one? 


Stafford  of  ICC 
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Cleveland  has  always  had  a  thing 
about  Detroit.  A  kind  of  awe  that  goes 
beyond  the  natural  affection  that  a 
supplier  feels  for  a  large  customer  of 
long  standing.  Detroit  automen  stride 
across  the  thick-carpeted  rooms  of 
Cleveland's  exclusive  Union  Club  like 
aristocracy  touring  the  provinces. 

So  when  Semon  "Bunkie"  Knudsen 
flew  into  town  on  May  1,  1971  to 
rescue  Cleveland's  troubled  White  Mo- 
tor Co.,  it  was  a  major  event.  Bunkie 
Knudsen?  The  man  who  used  to  be 
executive  vice  president  of  General 
Motors?  The  former  president  of  Ford? 
The  son  of  a  president  of  General 
Motors?  Cleveland  businessmen  fell  all 
over  themselves  trying  to  bask  in  the 
reflected  glamour.  "Bunkie  cuts  quite 
a  swath  in  this  town,"  confides  one 
long-time  Union  Club  member.  Bunkie 
Knudsen?  White  Motor  dealers  stood 
up  and  cheered  when  they  saw  him. 
Everything  was  going  to  be  all  right. 

The  Knudsen  name  was  enough. 

The  dealers  were  right.  The  Knud- 
sen name  was  enough.  It  was  enough 
to  pull  in  a  critical  refinancing  and  a 
whole  new  slate  of  executives.  Enough 
to  give  the  company  one  more  chance 
to  survive.  Assuming  there  are  no  fur- 
ther significant  write-ofi^s.  White  Mo- 
tor could  earn  $6  million  before  ex- 
traordinary items  on  estimated  sales 
of  $950  million  this  year.  Granted, 
that's  a  return  of  only  a  little  over  3% 
on  equity,  in  a  year  when  both  the 
heavy  duty  truck  and  farm  equip- 
ment markets  are  booming;  but  to 
survive  at  all  was  miracle  enough. 
And  it  was  all  done  on  the  strength 
of  Bunkie  Knudsen's  name. 

What's  in  a  name?  In  May  1971 
the  Knudsen  name  was  just  about  the 
only  credit  that  White  Motor  could 
muster.  Another  businessman  might 
have  known  what  steps  to  take  to 
rally  White  Motor,  but  how  many 
people  would  have  automatically  as- 
sumed that  he  could  do  it? 

At  the  time.  White  needed  an  im- 
mediate infusion  of  $290  million  in 
bank  loans  just  to  stay  in  business  for 
the  rest  of  the  year.  After  three  years 
of  declining  earnings,  the  company 
had  just  plunged  $21  million  into  the 
red,  caught  in  the  midst  of  a  major 
expansion  in  farm  equipment  just  as 
the  bottom  fell  out  of  that  market. 
Over  $130  million  worth  of  unsold 
farm  machinery  (on  which  White  had 
already  reported  a  "profit")  was  still 
gathering  dust  on  the  lots  of  White 
dealers.  Out  in  Canton,  Ohio,  equip- 
ment  installation   had   been   stopped 


on  an  ambitious  engine  plant,  despite 
an  investment  of  $49  million.  Mean- 
while, White  trucks  were  steadily  los- 
ing market  share. 

More  importantly,  where  were 
White's  executives?  As  repeated  mer- 
ger attempts  with  Ethyl,  Cummins  En- 
gine, and  recently  White  Consolidat- 
ed had  fallen  through,  they  had 
slipped  away  one  by  one.  Where  once 
there  had  been  22  top  executives,  only 
five  remained.  Just  enough  to  preside 
over  a  liquidation. 

Loan  more  money  to  White  Motor? 
The  bankers  shook  their  heads. 

Money,  Men  and  Surprises 

Enter  Bunkie  Knudsen.  Within  a 
month  42  banks  had  coughed  up  the 
crucial  $290-milhon  hne  of  credit. 
"You  had  to  have  that  line  just  to 
keep  the  place  running,"  says  Knud- 
sen. "We  made  a  great  many  trips  to 
the  banks." 

Then  Bunkie  went  head-hunting. 
That  took  a  couple  more  months.  By 
August  just  about  every  seat  in 
White's  executive  suite  was  warm. 
From  General  Motors  and  Ford,  from 
Chrysler  and  W.R.  Grace,  from  Sperry 
Rand,  Midland-Ross,  Borg- Warner 
and  Dayton  Hudson  they  came,  stran- 
gers to  the  fleet  truck  and  farm  equip- 
ment businesses.  But  not  strangers  to 
Bunkie  Knudsen. 

But  the  job  was  tougher  than  it 
looked,  as  Knudsen  and  his  hastily 
formed  team  soon  discovered.  "If  you 
think  there  weren't  a  few  surprises 
when  we  got  there,  you're  mistaken," 
says  Knudsen.  "Why,  we  had  no  inven- 
tory control  system  when  I  came  in. 
None  whatsoever.  They  had  tractors 
in  that  inventory  that  went  back  to 
1967,  and  they  didn't  even  know  it 
You  can't  operate  that  way.  Now, 
putting  in  an  inventory  control  system 
is  a  pretty  dang  simple  thing  to  do. 
But  it  takes  time,  maybe  five  months." 

And  time  was  what  there  wasn't 
much  of  at  White  Motor.  The  surprises 
kept  coming.  The  equipment?  "There 
had  been  absolutely  no  money  spent 
in  this  organization  on  replacement 
equipment  for  the  past  four  or  five 
years,"  says  Knudsen.  Product  devel- 
opment? "When  I  came  in,  spending 
on  research  and  development  was 
practically  nil.  The  While  truck  hadn't 
been  changed  in  ten  years.  Now,  it's 
a  good  truck.  Just  lacks  a  little  spar- 
kle and  romance.  But  there  hadn't 
been  anything  started  on  the  forth- 
coming government  regulations  on 
noise  and  other  things." 
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Forward  planning?  "None,"  Knud- 
sen  continues.  "They  operated  from 
year  to  year."  Market  analysis?  "No- 
body had  looked  at  where  the  farm 
business  was  going.  We  were  building 
30-,  40-,  50-horsepower  tractors  for 
the  80-acre  farm.  But  there  are  few 
of  those  left.  Nobody  can  make  mon- 
ey on  them.  You  need  larger  equip- 
ment for  the  trend  to  larger  farms." 
Simple  integration  of  operations?  Also 
ignored.  The  White  truck  and  the 
Diamond  Reo  truck  were  directly 
competitive.  So  were  the  Oliver  and 
Minneapolis  Moline  farm  equipment 
lines.  Each  had  its  ovvti  dealer  net- 
work, its  own  sales  force,  its  own  en- 
gineering department  and  its  own 
manufacturing  operations. 

It  was  much  more  than  Bunkie 
Knudsen  had  ever  had  to  cope  with 
in  Detroit.  "At  GM  or  Ford,"  he  says, 
"there  are  many  parts  of  the  business 
you  don't  have  a  problem  with. 
There's  always  plenty  of  money 
around,  for  example." 

The  Fireman 

With  his  name  on  the  line,  Knud- 
sen has  managed  to  put  out  quite  a 
few  fires  at  White  Motor  in  the  past 
year  and  a  half: 

•  Short-term  bank  debt  has  been 
reduced  from  $128  million  to  zero, 
thanks  in  part  to  a  $23-million  equity 
oflFering  in  June  and  a  $55-million 
private  placement  in  October. 

•  The  company-financed,  $138-mil- 
lion  farm  field  equipment  inventory 
has  been  trimmed  back,  by  means  of 
discount  sales,  to  a  more  manageable 
$52  million,  nearly  all  of  it  less  than 
a  year  old. 

•  Where  possible,  money-losing  op- 
erations have  been  sold  off  or  liquidat- 
ed. When  the  Diamond  Reo  truck 
division,  which  had  been  losing  mon- 
ey for  five  years,  lost  a  key  U.S.  gov- 
ernment order,  Knudsen  sold  it  off  in 
August  1971  for  an  after-tax  loss  of 
$5.2  milUon. 

•  Aging  plants,  geared  to  small-  and 
medium-sized  tractors,  have  been 
closed  down,  resulting  in  a  $13-million 
write-off,  >  and  buyers  or  lessors  are 
actively  being  sought  for  the  Canton 
engine  plant. 

Meanwhile,  Knudsen  is  pouring 
money  into  long-neglected  areas  like 
engineering  and  product  development 
($16.7  million  this  year)  and  new 
equipment  ($15  million  this  year). 
And  one  by  one,  the  desperately  need- 
ed control  systems  are  going  into  place. 

But  serious  questions  remain:  With 
a  cash  flow  of  roughly  $16  million  last 
year,  long-term  debt  of  $105  million, 
and  a  still-shaky  financial  credibility, 
Knudsen  has  little  margin  for  error. 
But  plenty  of  opportunities  for  error. 
How  long,  for  example,  can  White  re- 


main a  viable  factor  in  farm  equip- 
ment with  its  market  share  cut  from 
10%  five  years  ago  to  just  4%  today? 
That  one  really  makes  Knudsen  boil. 
"People  keep  coming  to  us  and  asking 
if  we're  going  to  stay  in  the  farm 
equipment  business,"  he  complains. 
"We've  had  to  battle  that  one  down. 
A  fellow's  not  going  to  buy  your 
product  if  he  thinks  you're  going  out 
of  business  next  week."  The  fact  is 
that  Knudsen  couldn't  find  a  buyer 
for  White's  farm  equipment  business 
if  he  wanted  to.  Nor  is  it  likely  that 
the  company  could  stand  a  hquida- 
tion  of  its  $200-million  investment  in 
that  business. 

And  what  about  White's  truck 
business?  Time  was,  a  decade  or  so 
ago,  when  White  trucks  commanded 
over  23%  of  the  heavy  truck  market. 
Last  year  White's  share  had  shrunk 
to  just  13.1%,  and  White  was  clearly 
one  of  the  industry's  high-cost  pro- 
ducers. "Sure  we  are,"  replies  Knud- 
sen, "but  how  many  guys  got  a  plant 
66  years  old?"  Despite  the  sale  of 
Diamond  Reo  and  a  lengthy  strike  at 
Cummins  Engine,  which  supplies  74% 
of  White's  truck  engines,  he  goes  on, 
White's  market  share  in  heavy  trucks 
has  increased  marginally  to  13.6% 
this  year.  And  White's  backlog  is  up 
36%  over  last  year.  In  its  main  truck 
market,  33,000  pounds  and  over,  the 


decline  has  not  been  as  severe.  Market 
share  went  from  21%  in  1968  to  about 
16%  this  year. 

"A  lot  of  the  competition,"  he  vol- 
unteers, "would  have  you  believe  that 
something's  gone  wrong  at  Euclid 
[White's  off-highway  truck  line  ac- 
quired from  GM  in  1968].  Nothing's 
wrong  at  Euclid.  We've  spent  a  lot 
of  money  revamping  the  entire  pro- 
duct line.  And  we've  got  40%  of  the 
domestic  off-highway  market. 

"You  know,"  says  Knudsen  with 
more  than  a  hint  of  exasperation,  "I 
could  have  come  into  White,  really 
chopped  everything  out  of  it,  and 
showed  a  tremendous  improvement  in 
a  year's  time.  But  then  it  would  have 
fallen  to  pieces.  I  didn't  come  here  for 
a  one-year  job." 

No,  indeed.  For  Bunkie  Knudsen 
at  60,  White  Motor  is  clearly  his  last 
chance  to  show  Ford  and  General 
Motors  how  big  a  mistake  they  made 
not  making  him  chief  executive.  ■ 
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Confrontation 


I 


What  happens  when  environmentalism  confronts  economics? 
Somebody  gets  hurt  In  this  instance  huge  segments  of  the 
coal  industry,  for  which  only  recently  hopes  ran  so  high. 


The  environmental  movement  has 
finally  claimed  its  first  industrial  vic- 
tim: a  major  part  of  the  $4-billion 
bituminous  coal  industry.  Only  two 
years  ago,  the  coal  industry's  pros- 
pects seemed  brighter  than  ever  be- 
fore in  its  long  history.  After  all,  the 
U.S.  was  rapidly  running  out  of  its 
other  principal  fuels— oil  and  natural 
gas.  Nuclear  power  was  proving  un- 
expectedly difiRcult  to  develop.  And 
coal  simply  was  there— abundantly 
there,  in  quantities  great  enough  to 
meet  the  U.S.'  energy  requirements 
for  hundreds,  even  thousands  of  years 
—in  the  Seventies  to  fill  the  gap  left 
by  declining  domestic  oil  and  gas  re- 
serves, and  in  the  Eighties  to  form  the 
basis  of  a  great  new  fuel  conversion 
industry  that  would  produce  synthetic 
oil,  gasoline  and  natural  gas  and 
other  artificial  fuels  as  well. 

Those  were  the  hopes.  They  still 
are.  But  the  facts  are  less  encourag- 
ing: In  1971  U.S.  coal  production 
slid  nearly  10%,  partly  because  a 
fourth-quarter  strike  shut  down  the 
industry  for  45  days.  Then  in  the  first 
nine  months  of  this  year,  despite  a 
pickup  in  the  economy,  production 
was  off  A%,  and  though  total  output 
is  certain  to  top  197 1's  552  million 
tons  by  the  year's  end,  it  will  still 
drop  close  to  5%  below  1970's  603-mil- 
lion-ton  record.  "The  next  two  to 
three  years  are  going  to  be  terribly 
diflBcult  for  coal,"  says  John  Corcoran, 
president  of  Consolidation  Coal,  one 
of  the  U.S.'  two  largest  producers. 
"We're  going  to  produce  more  coal 
next  year  than  this  year,"  says  the 
United  Mine  Workers'  director  of  re- 
search and  marketing,  Joseph  P.  Bren- 
nan,  "but  not  as  much  as  we  antici- 
pated last  year." 

What's  happened  is  that  coal  has 
come  under  enormous  environmental 
pressm-es  in  the  utility  market.  And 
the  utility  market  takes  60%  and  more 
of  the  industry's  total  output. 

Companies  like  Pittston  and,  to  a 
lesser  extent.  Island  Creek  claim  that 
because  of  their  commitment  to  met- 
allurgical coal  (70%  of  Pittston 's  sales, 
34%  of  Island  Creek's),  they  stand 
aloof  from  the  problems  that  beset  the 
rest  of  the  coal  industry.  Comprising 
perhaps  20%  of  the  industry's  output, 
metallurgical  coals  are  so  essential  in 
steelmaking  that  they  are  less  direct- 
ly vulnerable  to  environmental  pres- 
sures than  steam  coals  are.  The  fact 
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remains  that  the  steel  industry's  most 
pressing  pollution  problem  is  its  coke 
oven  emissions.  Then  too,  the  increas- 
ing use  of  electric  furnaces  will  prob- 
ably restrict  any  further  growth  in 
steel's  use  of  coal.  In  the  once-boom- 
ing export  market,  U.S.  coals  have  be- 
gun to  lose  ground,  partly  because 
they  have  become  so  high  priced  and 
partly  because  the  Japanese  have  dil- 
igently cultivated  alternative  sources 
of  supply— in  Australia  and  Canada. 
So,  metallurgical  coal  is  in  hazard  as 
well.  In  the  coal  industry  these  days, 
there's  no  place  to  hide. 

Back  fo  Growfh? 

Are  these  difficulties  just  a  delay  in 
the  timetable  of  growth?  Both  Corco- 
ran and  Brennan  think  so.  "Beyond 
1973,"  Brennan  says,  "we  will  get  back 
to  our  4%  growth  rate." 

There  is  a  flaw,  however,  in  the 
optimists'  arguments.  They  say  that 
coal  will  triumph  because  it  ought  to 
triumph,  that  the  nation  "needs"  the 
coal.  This  is  an  economic  argument. 
It  ignores,  however,  the  power  of 
emotion  and  of  politics.  It  makes  light 
of  some  industry  problems  that  can- 
not easily  be  brushed  aside. 

The  fact  is  that  at  the  moment  coal 
has  all  the  symptoms  of  an  industry 
in  rout.  In  just  two  years  nearly  850 
tmderground  mines  have  closed  down, 
leaving  the  industry  with  a  probable 
production  capacity  of  little  more  than 
600  million  tons.  Among  the  big  pro- 
ducers, Pittston  has  closed  five  mines 
so  far  this  year,  Westmoreland  two, 
North  American  and  Island  Creek 
one  each.  Still  other  closings  are  in 
prospect  as  no-longer-profitable  long- 
term  contracts  run  out. 

The  United  Mine  Workers,  the  in- 
dustry's largest  union,  is  torn  by  in- 
ternal dissension,  wildcat  strikes 
abound,  and  in  the  underground 
mines,  productivity— tons  per  man  per 
day,  that  is— has  dropped  between 
20%  and  25%  in  three  years.  An  un- 
comfortably large  number  of  mines 
in  West  Virginia  and  Kentucky  are 
probably  operating  at  a  loss.  On  the 
optimism  of  two  or  three  years  ago, 
capacity  is  likely  to  expand  another 
10%,  or  60  million  tons,  over  the  next 
three  years— which  is  why  Consol, 
Amax,  Peabody  and  North  American 
were  able  to  increase  production  this 
year.  But  except  in  the  West,  virtually 
no   new  mines   are   on   the  drawing 
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boards,  many  of  those  under  develop- 
ment are  being  cut  back  and  no  new 
funds  are  being  appropriated. 

The  Brighter  Day? 

The  industry's  production  problems 
stem  directly  from  the  1969  Mine 
Health  &  Safety  Act,  which  curtailed 
output  and  lifted  costs  so  sharply— 
$1.50  to  $3  a  ton,  according  to  one 
estimate— that,  lacking  a  correspond- 
ing increase  in  prices,  the  smaller  op- 
erators in  particular  had  no  choice 
but  to  close. 

But  the  production  problem  is  only 
the  half  of  it.  At  the  moment,  at  least, 
there  is  no  visible  shortage  of  coal. 
Demand  for  coal  remains  slack,  and 
that's  where  the  environmentalists 
come  in.  Coal  is  an  inherently  dirty 
fuel.  You  can't  bum  it  without  re- 
leasing sulphur  dioxide,  and  sulphur 
dioxide  is  one  of  the  principal  con- 
taminants of  the  atmosphere. 

Says  John  F.  O'Leary,  the  onetime 
chief  of  the  Bureau  of  Mines,  who 
now  heads  the  Atomic  Energy  Com- 
mission's division  of  licensing:  "The 
utilities  will  get  away  from  coal  as 
rapidly  as  possible,  and  for  two  rea- 
sons. The  first  is,  there  is  no  way  of 
getting  sulphur  out  of  coal  prior  to 
burning;  and  the  second  is,  there  is 
no  way  of  getting  the  sulphur  out  of 
it  after  burning."  O'Leary  believes 
that  coal  production  may  remain  stag- 
nant for  most  of  the  decade. 

O'Leary  is  hardly  alone.  Gerard  C. 
Gambs,  Ford,  Bacon  &  Davis'  energy 
expert,  says  flatly:  "During  the  Sev- 
enties coal  will  begin  to  decline  in 
the  utility  market  both  as  a  percent- 
age of  total  fuel  consumed  and  in 
absolute  tonnage  as  well."  And  unless 
some  solution  to  the  sulphur  problem 
is  found,  the  New  York  State  Public 
Service  Commission  predicts  that  by 
1980  coal  will  be  phased  out  of  the 
East  Coast  entirely.  It  will  be  lucky  to 
hold  its  own  elsewhere  east  of  the 
Mississippi,  and  only  in  the  West 
can  it  hope  for  any  gain  at  all. 

As  it  is,  coal  has  already  been 
driven  out  of  most  of  the  big  East 
Coast  utiJity  markets— at  a  cost  of  45 
million  Jions  of  production.  New 
York  City,  for  instance,  restricts  sul- 
phur emissions  to  0.3%,  and  virtually 
no  U.S.  coal  can  meet  that  standard. 
But  residual  oil  can,  and  so  coal's 
share  of  the  market  has  dwindled— 


ALTERNATIVE  FUTURES 

Listen  to  the  Department  of  In- 
terior or  the  National  Petroleum 
Council  and  the  growth  in  coal 
demand  over  the  Seventies  is 
going  to  look  something  like  this: 


But  listen  to  the  New  York  Public 
Service  Commission  and  a  num- 
ber of  private  energy  consultants 
and  the  prospects  are  a  good 
deal  less  encouraging: 


from  70%  in  the  mid-Sixties  to  less 
than  20%,  and  the  trend  is  still  down. 
Under  the  Clean  Air  Act  of  1970, 
the  Environmental  Protection  Agency 
has  established  air  quality  standards 
that  in  efiFect  prohibit  the  use  of  coal 
with  more  than  0.7%  sulphur  in  any 
new  power  plants.  After  July  1,  1975, 


the  prohibition  applies  to  old  power 
plants  as  well. 

At  the  1975  deadline,  according  to 
one  estimate,  300  million  tons  of  high- 
sulphiu-  coal  production  will  no  longer 
be  acceptable  for  power  plant  use. 
To  replace  half  the  coal  industry's  out- 
put in  less  than  three  years  might 
seem  impossible  if  not  unthinkable. 
But  most  utility  men  are  willing  to 
try,  and  so  coal  is  now  under  pressure 
in  southern  and  midwestem  utility 
markets  as  well.  Stack  gas  cleaning 
was  supposed  to  do  the  job,  but  the 
technology  for  that  does  not  yet  exist, 
and  so  the  utilities  have  been  scram- 
bling to  line  up  supplies  of  low-sul- 
phur oil.  That  isn't  available  domesti- 
cally either,  and  so  the  Office  of  Emer- 
gency Preparedness  is  considering 
opening  up  the  South  and  Midwest  to 
unrestricted  oil  imports  as  the  East  has 
been.  But  the  efi^ect  on  the  U.S.'  bal- 
ance of  payments  could  be  devastat- 
ing, with  fuel  import  bills  of  $20 
billion  or  more  in  prospect  by  1980. 

Many  utility  men  say  the  timetable 
is  impossible  to  meet.  Ohio  Edison's 
President  Bruce  Mansfield  has  said 
he  will  go  to  jail  if  necessary,  but  he 
will  not  turn  ofiF  his  customers'  lights. 
American  Electric  Power's  Chairman 
Donald  C.  Cook  says:  "We  are  facing 
a  very  serious  fuel  shortage  for  1975 
unless  the  high-sulphur  coals  are  al- 
lowed to  be  burned.  I  say  to  you,  48 
hours  after  we  shut  down  the  power 
plants  because  we  do  not  have  the 
conforming  fuels  available,  the  poli- 
ticians will  go  to  the  public  and  say, 
'Look,  you  have  to  choose  between 
power  and  the  environment.'  And  the 
plants  will  go  back  into  service,  the 
power  will  be  produced  and  the  coun- 
try will  be  humming  again.  Of  course, 
before  then,  variances  will  be  re- 
quested and  variances  granted." 


irieve.  Strip  mining  in  West  Virginia  (left) 
something  of  a  reprieve  when  Republican 
imbent  Arch  A.  Moore  defeated  Democrat 
Rockefeller's  bid  for  the  governorship, 
kefeller  was  identified  as  anti-strip  mining, 
ore  as  pro.  The  voters  chose  jobs  over  ecot- 
,  but  environmentalism  is  by  no  means  dead. 
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And  other  amazing  true  stories  about  Crum  &  Forster  and  its  insurance  companies. 


Average  reading  time: 
4  minutes.  And  well  worth  it. 

The  one  billion  dollars  we  speak 
of,  and  then  some,  is  the  sum  total  of 
our  assets.  We  being  Crum  ^  Forster, 
an  insurance  holding  company  that 
owns  the  1 6th  largest  property  and 
casualty  insurance  group  in  the  U  .8.  A . 

Yet  from  you,  as  from  the  millions 
of  people  covered  by  our  policies,  the 


name  Crum  ^  Forster  would  proba- 
bly elicit  httle  more  than  a  question 
ing  glance  and  a  "Crum  and  Who?' 

Crum  &  Forster  unearthed. 


When  we  opened  our  door  on 
November  2, 1896  (don't  panic, 
there  are  just  two  sentences  of 
'istory),  Frederick  H.  Crum, 
)hn  A.  Forster,  and  James 
Ackerman  were  general  insur' 
T  ;ince  agents  selling  other  com' 
panies'  insurance.  Later  we 
ended  up  buying  those  comp.i 
^wIk  nies  and  selling  our  insurance 


through  independent  agents. 

And  to  this  day,  Crutn  ^  Forster 
insurance  is  sold  by  independent 
agents  and  brokers  under  the  names 
of  our  subsidiary  companies;  which 
is  why  our  name  has  remained  hidden 
in  the  background. 

Yet,  if  youVe  heard  of  any  of 
these  companies,  youVe  heard  of 
Crum^  Forster: 
United  States 
Fire,The  North 
River,  West' 
Chester  Fire, 
Interna' 
tional 
Insurance, 
Industrial 
Indemnity, 
American  Eagle 
Life,  and 
International 
Surplus  Lines.  Constitution  Rein' 
surance,  another  of  our  subsidiaries, 
specializes  in  reinsuring  other 
insurance  companies. 

The  company  policy  behind 

our  companies'  insurance 

policies. 

Insurance  is  a  business  of  sharing 
the  risk.  And  we  have  made  it  our 
objective  to  make  insurance  available 
to  the  widest  possible  market  at  a  fair 
price.  With  the  commitment  in  many 
states  not  to  decline,  cancel,  or  refuse 
to  renew,  except  for  very  limited 
reasons  specified  by  local  law. 

And  while  some  insurance  com' 
panies  don't  have  the  capacity  or  the 
desire  to  cover  certain  higher  risks, 
it  is  Crum  ^  Forster's  policy  to  provide 
a  broad  market  in  our  coverages  at  a 
price  adequate  to  cover  the  risk. 

Our  dependence  on  the 
independent  agent. 

There  are  two  kinds  of  insurance 
agents.  Those  who  are 
employed  Ky  just  one 
company  and  those 
who  represent 
more  than  one         , 
company.  The 
latter  are  called 
independent 
agents.  And  it  is 
our  belief  that  the 
independent  agent 
can  best  represent 
your  interests  and  ours. 

He  provides  you  with  personal 
service  and  an  expert,  objective 
opinion.  Because  he  isn't  forced  to 


rely  on  the  services  of  one  company. 
Rather  he  can  look  at  your  needs 
from  your  point  of  view  and  pick  the 
companies  with  the  right  coverages. 

He  provides  us  with  the 
continuing  motivation  to  improve 
our  coverages  and  services.  For  if  we 
don't,  he'll  just  sell  the  coverages  of 
the  other  companies  he  represents. 
But  we're  willing  to  take  our  chances. 

Working  for  improved 
workmen's  compensation. 

C&V  companies  rank  fifth  in  the 
nation  in  providing  workmen's  com' 
pensation  insurance.  And  our  knowl' 
edge  of  various  state  programs  indi' 
cates  their  laws  leave  something  to  be 
desired.  So,  together  with  other 
insurance  companies,  we  helped  set 
up  the  National  Program  to  Improve 
State  Workmen's  Compensation. 

Our  primary  goals  include :  ( 1 ) 
Getting  workmen's  compensation 
laws  to  cover  all  employees  and  all  on' 
job  injuries  and  diseases. 
Beheve  it  or  not,  some  states 
still  exclude  groups  of  work' 
ers  like  agricultural  workers, 
and  limit  protection  against 
disease.  (2)  Getting  states  to 
provide  full  medical  services 
irrespective  of  time  or  amount 
and  to  make  an  adequate 
weekly  payment  while  off  the 
job.  Believe  it  or  not,  several 
states'  payments  are  at  or 
below  the  poverty  level. 

By  the  way,  the  recent 
report  of  President  Nixon's  National 
Commission  on  State  Workmen's 
Compensation  Laws  concluded  that 
our  goals  are  both  necessary  and  valid. 

And  while  changing  state  laws  is 
slow,  last  year  the  Program  helped  pro' 
duce  constructive  changes  in  many  of 
our  state  laws. 

Claims  handling: 
a  claim  to  fame. 

While  selling  insurance 
.    policies  is  of  great  importance 
■    to  our  companies,  we  are 
well  aware  that  paying 
claims  is  of  great  importance 
to  our  customers.  And  we 
see  to  it  that  our  people 
handle  each  claim  as  if  one  of 
their  family  were  involved. 
To  speed  claims  payments,  we 
pioneered  advance  payment  claim 
handling.  This  is  a  procedure  for 
quickly  paying  a  part  of  the  claim 
even  though  the  total  claim  is  still 


to  be  worked  out.  Traditionally,  you 
waited  for  the  complete  settlement. 

Further,  we  developed  a  tele' 
phone  adjusting  plan  where  we  con' 
tact  people  the  same  day  they  report 
claims,  to  determine  the  nature  and 
extent  of  loss  or  injury.  This  cuts 
down  any  time  lost  by  our  represen' 
tatives  trying  to  find  people  at  home 
and  speeds  up  payments. 

Ko-fault  auto  insurance 
is  partly  our  fault. 

No'Fault  auto  insurance  was  a 

popular  topic 

of  discussion 

at  Crum  ^ 

Forster  back 

in  1967,  long 

before  it  be 

came  a  popu' 

lar  topic  of 

conversation 
And  that 

discussion  led  us  to  help  design  a  basic 
no'fault  program,  as  part  of 
our  work  with  the  American 
Insurance  Association. 

Since  then,  we've  worked 
to  encourage  the  states  to 
adopt  meaningful  no'fault 
auto  insurance  laws. 
We're  still  working. 

What  your  insurance 

man  can't  tell  you 

about  us,  your 

investment  man  can. 

If  you're  going  to  do 
business  with  a  company 
(whatever  its  line) ,  it's  a  good  general 
rule  to  find  out  something  about  its 
financial  condition.  Here's  a  summary 
of  ours:  Since  1966,  premiums  have 
increased  at  a  better'than-industry 
average  rate  of  13.9%  to  $605.8 
million  in  1971.  During  the  same 
period,  net  income  rose  from  $  17.7 
million  to  $36  million. 

And  in  the  first  6  months  of  1972, 
premiums  increased  1 2%  over  the 
first  6  months,  197 1 .  Net  income 
increased  25%. 

For  a  copy  of  our  most  recent 
annual  report,  write  to  B.P.  Russell, 
Chairman  of  the  Board,  Crum  & 
Forster,  1 10  William  Street,  New 
York,  New  York  10038. 

And  now  that  we've  become 
better  acquainted,  let's  keep  in  touch. 

CRUM&FORSTER 

INSURANCE  COMPANIES 

THE  POLICY  MAKERS 


Maybe  so.  But  even  so,  coal  would 
get  only  a  repiieve,  not  a  full  pardon, 
and  by  law  the  variances  can  only  be 
extended  two  years.  Most  utilities  are 
mo\ing  heaven  and  earth  to  shift  as 
much  of  their  power  production  to 
low-sulphur  fuels  as  they  can.  Com- 
monwealth Edison  is  already  burning 
oil  at  one  plant  in  Chicago,  Detroit 
Edison  is  converting  three  plants,  Con- 
sumers Power  and  Niagara  Mohawk 
one  apiece.  West  Penn  Power  is  even 
planning  to  bring  in  oil  by  barge,  up 
the  Mississippi  and  Ohio  and  into 
the  Monongahela. 

Since  most  utility  coal  is  under 
long-term  contract,  the  coal  industry's 
current  production  ought  to  be  safe, 
but  it's  not.  There's  a  force  majeure 
clause  in  every  contract,  permitting 
the  operator  to  bow  out  if,  for  exam- 
ple, a  mine  disaster  interrupts  his  pro- 
duction, or  the  utility  to  bow  out  if 
the  Government  won't  let  it  bum 
the  coal.  So  the  industry's  existing 
contracts  are  in  jeopardy.  At  the  same 
time,  declining  productivity  has  in 
eflFect  cut  capacity  correspondingly. 
One  North  American  mine  with  a  2- 
million-ton  design  capacity  is  now 
capable  of  no  more  than  1.3  million 
tons.  And  Zeigler  Coal,  despite  a  20% 
increase  in  its  work  force,  is  still  pro- 
ducing at  least  10%  less  coal  than 
It  did  two  years  ago. 

In  the  East  and  Midwest,  where 
94%  of  all  U.S.  coal  is  produced,  de- 
velopment of  new  mines  has  halted. 
Given  the  $20-a-ton  capital  cost  of 
developing  new  mines,  no  mining 
company  is  about  to  develop  a  new 
high-sulphur  mine  without  a  long- 
term  contract.  No  utility  will  agree  to 
one  without  a  force  majeure  clause  if 
the  coal  proves  environmentally  un- 
acceptable. "Our  board  has  not  vot- 
ed any  new  coal  mines  for  the  last  two 
or  three  years,"  says  North  American 
Coal's  President  Otes  Bennett.  "The 
ones  we're  developing  were  on  the 
boards  several  years  ago— and  we  have 
not  appropriated  money  to  improve 
or  add  to  our  production." 

Western  Reserve 

Is  the  U.S.,  then,  going  to  have  to 
turn  increasingly  to  imported  oil  and 
hquefied  natural  gas?  Which  might 
seem  impossible,  considering  our  bal- 
ance of  payments.  (John  McLean, 
chairman  of  Continental  Oil,  estimates 
that  each  additional  100  million  tons 
of  coal  products  saves  $1.2  billion  in 
foreign  exchange. ) 

There  is  a  way  out,  given  enough 
time,  but  it  is  going  to  be  ecologically 
controversial.  And  it  is  not  going  to 
rescue  the  94%  of  the  industry  that 
operates  in  the  East  and  Midwest. 
West  of  the  Mississippi,  in  Wyoming, 
Montana  and  North  Dakota,  are  vast 


deposits  of  low-sulphur  coal.  Much  of 
this  coal,  sometimes  with  as  little  as 
0.3%  sulphur,  can  come  pretty  close 
to  hitting  the  federal  pollution  stan- 
dards on  the  nose.  Most  of  it  has  not 
been  developed  because  it  is  too  far 
from  the  big  eastern  markets.  AEP's 
Don  Cook  estimates  it  would  cost  him 
$12.50  a  ton-including  $10  in  freight 
charges— to  buy  western  coal  for  AEP's 
Ohio  Valley  plants;  he  is  now  buying 
eastern  coal  for  $7.60  a  ton.  The  dif- 
ference could  increase  AEP's  total  op- 
erating expenses  by  a  third. 

Further  west,  however,  western 
coal  is  competitive  in  price.  Frank 
Barnett,  chairman  of  the  Union  Pacif- 
ic Corp.,  claims  that  coal  from  his 
company's  lands  is  now  competitive 
as  far  east  as  Detroit.  The  Mine 
Safety  Act  made  the  diiference.  It  in- 
creased eastern  coal  prices  by  as  much 
as  $3  a  ton.  Largely  strip-mined,  west- 
ern coal  was  unaffected. 

Commonwealth  Edison  in  Chicago 
is  probably  the  biggest  single  custom- 
er of  western  coals  currently,  but 
utilities  like  Northern  States  Power, 
Interstate  Power,  Wisconsin  Power  & 
Light,  Minnesota  Power  &  Light,  Ot- 


It  Con  Be  Done.  Thirty  years 
ago,  before  it  cleaned  up  its 
air,  Pittsburgh,  Pa.  used  to 
look  like  this  at  eleven  in  the 
morning.  But  no  more.  And 
that's  the  kind  of  cleanup  the 
Clean  Air  Act  hopes  eventual- 
ly to  achieve  all  over  the  U.S. 


ter  Tail  Power  and  Public  Service  of 
Colorado  are  also  buying  them  in  in- 
creasing quantities,  and  their  compet- 
itive reach  is  lengthening— Chicago, 
St.  Paul,  Kansas  City,  Oklahoma,  Ar- 
kansas, Texas.  "What  the  hell!"  one 
utilityman  exclaims.  "So  they  do  cost 
more.  It  all  goes  into  the  rate  base." 

Western  coal  production  has  begun 
to  boom.  Over  the  past  five  years, 
production  from  Montana,  Wyoming 
and  North  Dakota  has  nearly  tripled, 
and  though  these  three  states  are  re- 
sponsible for  only  4%  of  U.S.  produc- 
tion, their  output  is  growing  by  16% 
annually.  Which  means  production 
should  double  again  by  1976. 

Gone  are  the  days  when  family- 
owned  companies  dominated  the  in- 
dustry. Western  coals  are  dominated 
by  giants  from  the  coal,  oil,  mining, 
utility  and  even  construction  indus- 
tries. Though  the  oil  companies  have 
tied  up  enormous  reserves  against  the 
day  when  coal  gases  and  liquids  will 
supplement  their  diminishing  oil  and 
gas  reserves,  most  of  them  are  not 
particularly  active  as  producers.  Pea- 
body  (now  part  of  Kennecott  Copper) , 
Consolidation  (now  part  of  Continen- 
tal Oil)  and  North  American  (still  in- 
dependent) have  been  producing  in 
the  West  for  years.  But  the  most  am- 
bitious new  mines  are  being  under- 
taken by  outsiders— mining  and  utility 
companies  hke  American  Metal  Cli- 
max and  Pacific  Power  &  Light— often 
on  lands  held  by  the  industry's  two 
biggest  landholders.  Union  Pacific  and 
Burlington  Northern. 

Pacific  Power,  Montana  Power, 
Utah  International  and  Peabody  have 
all  launched  massive  mining  ventures 
with  power  plants  right  next  to  the 
mines.  Utah's  6.6-million-ton-a-year 
Navajo  mine,  serving  the  Four  Cor- 
ners power  plant,  is  aheady  the  big- 
gest in  the  U.S.,  though  Peabody's  two 
Black  Mesa  mines,  with  a  13-million- 
ton  planned  capacity,  may  one  day 
take  the  lead. 

Others  are  positioning  themselves  to 
serve  the  big  new  markets  developing 
in  the  Midwest:  construction  magnate 
Peter  Kiewit;  Montana  Power's  affili- 
ate, Western  Energy  Inc.;  Arch  Min- 
eral, a  partnership  between  Ashland 
Oil  and  Hunt  Enterprises;  Aniax  Coal; 
Pacific  Power;  Kemmerer  Coal;  West 
moreland  Resources.  Even  Reynolds 
Metals  owns  a  resei-ve  that  may  one 
day  fuel  a  uranium  enrichment  plant. 

Coal  men  gasp  at  the  ease  willi 
which  western  coals  can  be  mined— at 
a  third,  even  a  fourth,  of  the  cost  ol 
eastern  deep  mines.  In  the  East,  coal 
men  do  not  hesitate  to  remove  180 
feet  of  overburden  to  get  at  seams  less 
than  40  inches  thick.  The  West  oflcis 
seams  25,  50,  100  feet  thick  under  a 
(Continued  on  page  41) 
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U.S.  daily  newspapers 

are  printed  on 
our  presses. 

Read  all  about  it 


If  you're  like  most  people,  you  think  of 
North  American  Rockwell  as  the  company 
that  helped  put  man  on  the  moon.  Or  the 
company  that  builds  Sabre  business  jets. 
And  if  you're  in  the  trucking  industry,  you 
know  us  for  our  heavy-duty  axles  and  brakes. 
But  if  you're  in  the  publishing  or  printing 
business,  you  know  us  as  a  leading  maker 
of  newspaper  presses  like  the  Goss  Metro 
shown,  and  Miehle  commercial  printing 
equipment. 


North  American  Rockwell -where 


Two  out  of  every  three  U.S.  daily 
ewspapers  are  printed  on  presses  made 
y  our  MGD  Graphic  Systems  Division, 
hat's  not  big  news,  maybe,  but  it  is  a  big 
ling  with  us.  Because  newspapers  play 
uch  a  vital  role  in  American  life.  Can  you 
link  of  another  product  that  gives  you  so 
luch  for  so  little? 

We're  doing  all  we  can  to  keep  it  that 
/ay.  Our  new  Goss  Mark  V  press  will  help 

It's  today's 


most  advanced  newspaper  press.  It  was 
developed  when  our  printing  people  teamed 
up  with  engineers  from  our  Electronics  Group. 
Now  they're  finding  more  ways  to  use 
advanced  electronics  in  other  new  printing 
products.  This  is  another  example  of  how 
North  American  Rockwell  is  putting  science 
to  work  solving  down-to-earth  problems. 

Want  to  read  more  about  us? 
Write  North  American  Rockwell,  Dept.  81 5R, 
600  Grant  St.,  Pittsburgh,  Pa.  15219. 
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The  Ingersoll-Rand  portable  compressor- first  to  make 
the  city  sidewalk  whisper  instead  of  shout. 


Remember  when  you'd  cross  the  street  to  avoid  a  sidewalk  like 
this?  It  wasn't  the  board  fence  that  got  you.  It  was  the  ear-split- 
ting racket  from  those  watchamacallits  parked  along  the  curb. 

Actually  they  were  air  compressors,  supplying  power  to  run  the 
rock  drills  down  below.  And  the  noise  level  seemed  about  as 
high  as  a  jet  plane  taking  off. 

In  November  1968,  at  a  construction  site  in  Manhattan,  we  pub- 
licly unveiled  the  first  really  quiet  big-capacity  portable  compres- 
sor. Because  the  Ingersoll-Rand  Whisperized'^  compressor 
made  less  noise  than  street  traffic,  you  hardly  knew  it  was  there. 

Today,  on  more  and  more  construction  jobs,  you'll  find  Whisper- 
ized  l-R  compressors  delivering  quiet,  dependable  air  power. 
And  there's  no  need  to  cross  to  the  other  side  of  the  street  any 
more.  For  information  on  quiet  compressors,  write  to  Ingersoll- 
Rand,  Dept.  FF-22,  Woodcliff  Lake,  N.J.  07675. 
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(Continued  from  page  36) 
mere  50-foot  overburden,  and  a  25- 
foot  seam  will  yield  44,000  tons  per 
acre.  Little  wonder  that  western  coals 
can  be  sold  at  the  mine  for  as  low 
as  $1.80  a  ton,  vs.  $10  at  deep  mines 
in  the  East,  and  still  yield  enormous 
profits  to  their  proprietors. 

The  only  question  is:  Will  the  west- 
em  states  be  willing  to  pay  the  eco- 
logical cost  of  mining  all  this  coal? 
The  evidence  is  that  they  may  be  re- 
luctant. In  the  East,  West  Virginia 
has  already  banned  strip-mining  in  22 
of  its  counties,  and  there  is  talk  of 
outlawing  it  entirely. 

"I  have  seen  what  havoc  and  oblit- 
eration are  left  in  the  wake  of  strip- 
mining,"  says  West  Virginia  Congress- 
man Ken  Hechler.  "It  has  ripped  the 
guts  out  of  our  mountains,  polluted 
our  streams  with  acid  and  silt,  uproot- 
ed our  trees  and  forests,  devastated 


the  land,  seriously  disturbed  or  de- 
stroyed wildlife  habitat,  left  miles  of 
ugly  high  walls,  ruined  the  water 
supply  and  left  a  trail  of  utter  de- 
spair for  many  honest  and  hardwork- 
ing people." 

In  the  West,  the  Montana  legisla- 
ture may  well  pass  a  two-year  mora- 
torium on  new  strip  mines  when  it 
reconvenes  after  the  first  of  the  year. 
On  the  federal  level,  there  is  little  dis- 
position to  ban  strip-mining,  which 
after  all  now  accounts  for  half  of  U.S. 
production,  but  there  is  a  strong  move- 
ment to  control  it  strictly.  This  past 
session  the  House  passed  a  bill  limit- 
ing strip-mining  to  slopes  of  less  than 
20  degrees.  The  coal  industry  claims 
the  bill  would  have  cost  85  million 
tons  of  annual  production.  The  bill 
died  in  the  Senate.  It  will  certainly 
come  up  next  session,  and  quite  pos- 
sibly in  tougher  form. 


The  coal  industry  has  stopped  op- 
posing such  bills.  It  is  resigned  to 
controls.  When  a  bill  finally  passes, 
it  will  not  only  reduce  potential  pro- 
duction capacity,  but  increase  costs 
as  well,  particularly  in  the  East. 

Sheer  Necessity 

For  those  willing  to  look  far  enough 
down  the  road,  many  of  these  prob- 
lems will  disappear  before  the  sheer 
need  for  energy.  "One  of  these  days 
soon,"  says  the  AEC's  Jack  O'Leary, 
"we're  really  going  to  take  seriously 
this  $10-billion  or  $20-billion  outflow 
[for  imported  energy]  that's  just 
around  the  comer.  Before  long  we'll 
have  some  reinforcing  phenomenon— 
a  serious  natural  gas  or  electric  power 
situation— and  then  people  will  say, 
'What  can  we  spend  a  lot  of  money 
on  and  get  results  fast?'  And  the  thing 
they're  going  to  spend  money  on  is 


Who's  Got  It? 

The 

traditional  coal  producers  are  no  longer 

necessarify  fhe  big 

owners  of  reserves;  and 

what  may  matter  most  in 

the  future 

is  how  much  of  those  reserves  is  in  low-sulphur  coal. 

^—Est.  Reserves      ^^— 

Coal  Sales 

Sales  Total 

Net  Income 

5-Yr.  Av. 

Total 

Low 

1971 

%  Change 

1971 

1971 

1971 

EPS 

Price  Range 

P/E 

Return 

Company 

(Billion  Tons)  Sulphur    (Million  Tons) 

197072* 

(Millions) 

(Millions) 

(Millions) 

1971 

1972 

Ratio 

on  Equity 

Burlington  Northern 

11.0 

100% 

none 

none 

none 

$  1,028.8 

$      38.7 

$2.74 

501/4-39 

12 

2.2% 

Union  Pacific 

10.0 

50+ 

none 

none 

none 

977.2 

90.7 

4.03 

63y4-47y« 

13 

5.4 

Kennecott  Copper 

(Peabody  Coal) 

8.7 

27 

54.8 

5.7 

$268.8 

1,053.4 

87.2 

2.63 

293/8-203/8 

12 

11.9 

Continental  Oil 

(Consolidation  Coal) 

8.1 

35 

54.8 

6.0 

360.3 

3,051.1 

140.1 

2.78 

371/2-251/8 

12 

10.8 

Exxon  (Monterey  Coal) 

7.0 

N.A. 

1.2 

— 

N.A. 

18,700.6 

1,516.6 

6.77 

853/8-68 

13 

13.4 

American  Metal  Climax 

(Amax  Coal) 

4.0 

50 

12.5 

12.8 

N.A. 

756.9 

55.4 

2.20 

33-27 

13 

13.9 

Occidental  Petroleum 

(Island  Creek  Coal) 

3.3 

28 

22.8 

-24.3 

247.2 

2,635.2 

d48 

dl.26 

I8V4-IO 

def. 

17.3 

United  States  Steel 

3.0 

N.A. 

16.6 

N.A. 

N.A. 

4,928.0 

154.5 

2.85 

341/4-273/8 

10 

5.5 

Gulf  Oil 

(Pitts.  &  Midway  Coal) 

2.6 

8 

7.0 

3.6 

33.5 

5,940.0 

561.0 

2.70 

30-22 

9 

12.5 

North  American  Coal 

2.5 

80 

8.8 

31.8 

63.6 

63.6 

1.3 

.76 

23^8-17 

13 

6.6 

Reynolds  Metals 

2.1 

95 

none 

none 

none 

1,093.3 

5.9 

.14 

223/4-14 

def. 

6.4 

Bethlehem  Steel 

1.8 

N.A. 

12 

6.3 

none 

2,963.6 

139.2 

3.14 

345/8-251/4 

10 

7.2 

Pacific  Power  &  Light 

1.6 

100 

1.7 

29.4 

none 

178.4 

38.6 

1.96 

2578-213/8 

11 

9.7 

American  Electric  Pwr. 

1.5 

minimal 

5.5 

27.8 

none 

748.2 

135.0 

2.43 

31%-253/4 

11 

13.0 

Eastern  Gas  &  Fuel  Assoc 

(Eastern  Assoc.  Coal) 

1.5 

33 

11.7 

none 

150.0 

291.4 

16.8 

1.63 

381/2-191/8 

18 

13.0 

Kerr-McGee 

1.5 

60 

minimal 

— 

— 

603.3 

40.7 

1.77 

63-377/8 

30 

11.9 

Norfolk  &  Western  RR 

31 

1.4 

99 

none 

none 

none 

1,054.1 

76.8 

7.18 

85i/4-65i/» 

10 

6.3 

Utah  International 

1.3 

94 

6.8 

27.2 

N.A. 

104.4 

34.2 

2.40 

86I/4 -631/4 

29 

20.4 

Westmoreland  Coal 

1.2 

88 

8.4 

-21.7 

144.8 

144.8 

4.4 

1.30 

313/4-1678 

55 

9.0 

Pittston  Co. 

1  + 

100 

20.1 

NA 

255.6 

581.0 

35.3 

2.17 

493/8-291/2 

15 

17.0 

Montana  Power 

(Western  Energy) 

1 

100 

5.1 

607.4 

N.A. 

88.2 

20.0 

2.49 

33-263/4 

13 

17.7 

'  Standard  Oil  of  Ohio 

(Old  Ben  Coal) 

.8 

minimal 

10.5 

N.A. 

66.3 

1,393.8 

58.8 

3.23 

883/4-60 

20 

10.9 

Ziegler  Coal 

.8 

0 

4.0 

-15.5 

25.3 

25.3 

1.1 

1.86 

411/4-261/2 

22 

8.3 

General  Dynamics 

(Freeman/United  Elec.) 

.6 

0 

11.5 

-24.2 

N.A. 

1,868.8 

20.6 

1.96 

34^8-221/4 

12 

6.8 

Rochester  &  Pitts.  Coal 

.3 

0 

4.3 

15.2 

43.4 

43.4 

.8 

.92 

18-12 

7 

4.3 

Carbon  Fuel 

.1 

97 

2.6 

-1.4 

24.3 

24.3 

2.8 

1.25 

175/8-91/2 

8 

14.2 

Amer.  Smelting  &  Refin. 

(Midland  Coal) 

.1 

0 

4 

N.A. 

N.A. 

656.8 

46.0 

1.72 

231/2-171/2 

13 

13.5 

*  Comparison  of  first  six  monlhs  of  1972. 

d-Deflcit.     N.A. 

-Not  available 
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coal— coal    conversion— with     massive 
infusions  of  federal  assistance." 

When  that  happens,  the  western 
deposits  may  undergo  truly  massive 
development  as  a  means  of  replacing 
dwindling  domestic  supplies  of  natu- 
ral gas  and  of  gasoline.  But  gasifica- 
tion will  not  save  the  industry  in  the 
East:  It  demands  vast  mining  op- 
erations  producing   5   million   to    10 


Blame  the  environmental  move- 
ment for  bankrupting  the  Penn 
Central?  Well,  with  managers  like 
those  the  Penn  Central  had,  you 
don't  need  to  look  any  further  for 
a  scapegoat.  But  the  consequences 
of  the  environmental  movement 
may  well  play  a  major  role  in  as- 
suring that  Penn  Central  can  nev- 
er be  reorganized  on  anything  like 
its  old  basis,  and  you  can  certain- 
ly draw  up  a  good  case  that  it  was 
primarily  responsible  for  the  bank- 
ruptcies of  at  least  the  Reading 
and  Jersey  Central. 

Ever  since  the  U.S.  railroads 
were  built,  coal  has  provided  the 
very  backbone  of  their  operations, 
contributing  today  a  good  25%  of 
railroad  tonnage,  10%  of  total  rev- 
enues and,  because  of  the  econ- 
omies of  volume  transport,  a  sig- 
nificantly larger  percentage  of  to- 
tal profits.  When  coal  volume  be- 
gan to  shrink,  that  was  all  that 
was  needed  to  push  some  eastern 
roads  over  the  brink. 

For  other  eastern  roads,  the 
traffic  declines  were  not  fatal— or 
haven't  been  yet— but  they  have 
already  converted  the  once  blue- 
chip  Delaware  &  Hudson  into  a 
marginal  property,  set  back  the  re- 
habilitation of  the  long-ailing  Bal- 
timore &  Ohio,  impoverished  the 
long-profitable  Western  Maryland. 

"The  margins  on  utility  coal 
have  always  been  pretty  thin,"  says 
Hays  T.  Watkins,  president  of  the 
Chesapeake  &  Ohio  and  its  affili- 
ated B&O  and  WM  companies, 
"but  the  traflBc  was  still  making 
some  contribution  to  the  Western 
Maryland,  the  Reading,  the  Cen- 
tral of  New  Jersey,  the  Lehigh  Val- 
ley, the  Erie-Lackawanna,  and 
when  all  this  traffic  was  eliminated, 
it  left  a  sizable  plant,  without 
enough  coal  freight  to  support  that 
plant  and  the  overhead  in  facilities 
and  employees." 

Do  you  sometimes  wonder  why 
the  railroads  in  the  East  are  dead 
or  dying,  while  the  railroads  else- 
where in  the  U.S.  are  prospering? 
The  charts  on  page  46  detailing 
what  has  happened  to  coal  tonnage 


million  tons  a  year,  and  such  under- 
ground mining  is  neither  safe,  efficient 
nor  economic.  The  salvation  of  this 
part  of  the  industry  rests  on  the  de- 
velopment of  satisfactory  methods  of 
removing  sulphur  either  from  the  pow- 
er plants'  smokestacks  after  it  is 
burned,  or,  longer  term,  from  the  coal 
itself  before  it  is  burned. 

The    massive    amounts    of    money 


needed  for  gasification,  however,  are 
not  yet  at  hand,  and  neither  is  the 
technology.  "Our  prospects  in  the 
future,  ten  years  from  now—"  says 
Carl  Bagge,  head  of  the  National  Coal 
Association,  "nobody  questions  that. 
Why,  we're  looking  for  a  doubUng  of 
production  by  1985."  But  he  con- 
cedes: "Our  difficulty  is  one  of  surviv- 
ing as  an  industry  until  then."  ■ 


CoaFs  Partner- 


since  the  mid-Sixties  on  the  U.S.' 
principal  coal-carrying  railroads 
provide  a  large  part  of  the  answer. 

Now  the  blight  seems  to  be 
spreading.  All  through  the  late  Six- 
ties, coal  tonnage  originated  on  the 
two  Pocahontas  carriers,  C&O  and 
Norfolk  &  Western,  held  impres- 
sively steady— at  80  million  tons  for 
the  N&W,  55  million  tons  for  the 
C&O.  Then  in  1970  traffic  feU 
sharply  as  a  result  of  the  45-day 
coal  strike,  but  that  was  hardly 
surprising.  What  should  make  both 
C&O's  Watkins  and  N&W's  Presi- 
dent John  P.  Fishwick  uneasy  is 
that  traffic  has  continued  to  slide. 
Coal  originations  on  the  C&O  are 
off  5%  for  1972's  first  nine  months, 
on  the  N&W  down  nearly  10%. 

For  both  railroads,  their  great 
strength  has  always  rested  in  the 
fact  that  both  are  primarily  car- 
riers of  metallurgical  coal— 65%  of 
N&W's  coal  traffic,  45%  of  C&O's- 
and  metallurgical  coal  so  far  has 
escaped  the  environmental  prob- 
lems that  beset  steam  coals.  But 
its  prospects  no  longer  look  so 
bright  as  they  did  a  few  years  ago 
{see  story).  "Our  export  business 
[in  metallurgical  coal],"  Watkins 
says  flatly,  "will  not  approach  the 
runaway  levels  of  1970  in  the 
foreseeable  future." 

Thus  both  railroads,  somewhat 
unexpectedly,  see  the  future 
growth  in  their  coal  traffic  coming 
primarily  from  utility  coals.  Fish- 
wick explains  that  N&W  is  fortu- 
nate in  carrying  a  substantial  por- 
tion of  what  low-sulphur  steam  coal 
there  is  in  the  East,  and  it  has  just 
opened  up  a  $22.4-million,  24-mile 
line  to  tap  a  300-million-ton  low- 
sulphur  coal  field  in  Martin  Coun- 
ty, Ky.  So  N&W's  utility  coal  busi- 
ness can  hardly  fail  to  grow  over 
the  next  few  years.  Watkins  is 
counting  on  low-BTU  gasification 
plants  built  beside  utility  power 
plants  to  give  C&O's  traffic  a  hypo 
in  the  years  ahead,  and  once  stack 
gas  desulphurization  technology 
comes  in,  he  says,  eastern  coal  will 
regain  its  competitive  position.  But 
that  won't  be  tomorrow. 


Like  the  coal  industry  itself,  the 
C&O  and  N&W  are  optimistic- 
long-run.  "The  mines  are  there," 
Fishwick  says.  "The  capacity  is 
there,  and  over  a  period  of  time,  if 
the  capacity's  there  and  the  invest- 
ment made,  somebody  is  going  to 
find  somebody  to  buy  it— not  in  any 
one  year  necessarily,  but  over  a 
period  of  time."  N&W,  in  its  own 
right,  Fishwick  explains,  owns 
something  like  1.7  billion  tons  of 
coal,  most  of  it  low  sulphur. 

Outside  of  the  East,  however, 
the  railroad  industry  is  by  and  large 
still  growing  and  prosperous,  and 
rising  coal  demand  is  powering  an 
important  part  of  that  growth.  Dur- 
ing the  late  Sixties,  as  the  charts 
make  clear,  utility  demand  spurred 
impressive  tonnage  increases  for 
railroads  like  Southern,  Seaboard 
Coast  Line,  Louisville  &  Nashville 
and  Illinois  Central  Gulf,  but  even 
this  growth  may  slow  as  residual 
oil  moves  into  coal's  southern  and 
midwestern  utility  markets. 

The  really  dynamic  growth  in 
railroad  coal  traffic  is  taking  place 
in  the  West,  where  demand  for 
low-sulphur  coals  is  explosive,  and 
the  upsurge  in  coal  traffic  is  even 
beginning  to  make  itself  felt  on 
marginal  roads  like  the  Milwaukee 
and  the  North  Western.  The  big- 
gest impact  and  the  biggest  promise 
lie  with  the  industry's  two  great 
coal-holding  railroads,  Burlington 
Northern  and  Union  Pacific,  whose 
coal  tonnage  is  up  nearly  50%  in 
five  years.  Both  railroads  own  vast 
reserves  of  low-sulphur  coal.  Union 
Pacific  claims  10  billion  tons  of 
economically  recoverable  reserves 
in  southern  Wyoming;  Burlington 
Northern,  11  billion  in  Wyoming, 
Montana  and  North  Dakota. 

It's  an  irony  of  technology  that 
this  coal  was  considered  almost 
worthless  for  a  long  time.  Th(^  rail- 
roads used  to  burn  it  in  their  loco- 
motives, but  the  diescl  ended  that 
30  years  ago.  Pollution  problems 
made  it  valuable  again.  All  of 
Montana's  7-million-l()n  output  last 
year,  up  from  4  million  in  1970, 
came  from  BN  lands  under  lease 
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1.  ED   REIMERS:    Allstate  2.  with  air  bags.   They're  for     3.  This  is  one  of  the  cars, 
believes  air  bags  will  save  Allstate  people  to  drive  and 

lives.   So   they   bought  200  test, 

special  fleet  cars 


4.  The  air  bag  is  designed  to 
inflate,  prevent  injury,  and 
deflate  in  half  a  second  .  .  . 


5.  but  only  in  a  serious  frontal 
crash,  not  a  little  bump. 
Look  ...  at  five  miles  per 
hour 


6.  the  air  bag  doesn't  inflate. 
The  brain  of  the  system  is  a 
sensing  device  that  uses 
technology  from  the  space 
program. 


7.   Now ...  a  similarly  equipped 
car  heads  into  the  wall 


8.  at  seventeen  miles  an  hour. 


9.  A  speed  which  could  cause 
injury. 


Allstate's  air  bag-equipped 
cars  will  help  demonstrate 
the  reliability  of  this  re- 
markable system. 


11.  Allstate  says,  let's  use  space-      12.  and  saves  lives.  (MAN 

age  technology   to   reduce  WALKS  AWAY  UNHURT.) 

auto  injuries  .  . . 


Do  air  bags  really  work? 
Ask  the  man  who  hit  the  wall 
in  this  T  Vcommercial. 


If  you  crashed  into  a  wall  like 
the  man  in  this  TV  commercial, 
you'd  believe  in  air  bags,  too. 

Along  with  lap  belts,  we'd  like  to  see 
air  bags  installed  for  front-seat  occupants 
on  all  cars.  The  sooner,  the  better. 

What's  in  it  for  us?  Well,  fewer  highway 
deaths  and  injuries  make  a  lot  of  sense  to 
an  insurance  company. 

But  there's  a  lot  in  it  for  you,  too. 
An  air  bag  can  protect  you  from  serious 
injury  in  a  crash.  Maybe  save  your 
life  some  day. 

And  air  bags  in  cars  are  expected  to 
help  hold  down  the  cost  of  your  auto 
insurance. 

For  a  30-minute  film  about  air  bags 
for  your  club  or  organization,  write  the 
Safety  Director,  Allstate  Insurance 
Company,  Northbrook,  Illinois  60062. 

® 
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Let^  make  driving  a  good  thing. 


What  good  would ; 
ifit  took  up  twice 


^f 


»  ■**„*.- ti,«ri 


two-sided  copier  be 
as  much  space? 


The  Jm  o^el^fhe^  Tell  T'  °^  P^P^" 
The  Xerox  !nnn     ^^^  °^^''  here. 

Sides.  AutSLir^h^ 'rv^'^' -  ^°th 
world  that  can  do  tSSit  dtsT^ ''"  ^'^ 
ordinary,  unsensitized  paper 

sides  anyd'liSth?  \h''  '*'^°P'^^  °"  two 
Xerox  copSTs  fir^     "l^^'  ^^'""^^  that  every 

compaXchi  r,n",a  ° V'''  'T  '^  ^  ^^ '^ 
a  'ot  of  copiers  th1.'t  If      't^S"^a"erthan 
Thprlw     J  °"'^  "^^Py  on  one  side, 
on  hand  P  ?/ >  ^'J* '  ^  "'^^  "^^^hine  to  keep 
theirJ.^  '*  ^^^'^  the  worl<  is.  Put  it  where 
the  secretaries  are.  Put  it  anywhere. 

bottom  A  5' 7^^*'^  O"""  story  From  top  to 
Dottom.  And  front  to  back. 


XEROX*  and  4000  are  tratJertiaf ks  of  XEROX  CORPORATION. 


to  producers  like  Consol,  West- 
moreland, Peabody  and  Amax,  and 
BN's  mineral  lease  revenues  leaped 
from  $2.7  million  to  $4.2  million, 
with  $6.3  million  in  prospect  this 
year.  By  1975,  when  production 
in  Montana,  Wyoming  and  North 
Dakota  hits  35.5  million  tons  vs. 
19  million  last  year,  BN  expects 
41%  of  that  production  will  be 
coming  from  its  own  lands. 

And  the  payoff  is  not  only  in 
land  ownership.  BN's  revenues  from 
handling  coal  hit  $69  milUon  last 
year,  perhaps  73%  of  which  came 
from  western  coals,  and  the  trend 
is  straight  upward.  The  prospects 
are  so  bright  that  BN  is  going  to 
spend  $32.5  million  for  a  126-mile 
railroad  to  serve  the  new  mines. 

Most  of  the  big  expansion  so  far 
has  come  in  Burlington  Northern 
territory,  but  Union  Pacific  is  also 
developing  its  vast  holdings.  Pa- 
cific Power,  which  already  pro- 
duces 1.7  million  tons  a  year  at 
its  Dave  Johnson  plant,  is  develop- 
ing a  5.6-million-ton-a-year  mine  on 
lands  it  shares  with  UP,  to  serve 
its  new  Jim  Bridger  power  station. 
And  UP,  in  partnership  with  Arch 
Mineral,  is  developing  a  new  3- 
million-ton-a-year  mine  for  full  pro- 
duction in  1973.  In  1973,  in  fact, 
UP's  Chairman  Frank  Bamett  pre- 
dicts coal  royalties  will  nan  well  in 
excess  of  $1  million,  and  that  is 
just  the  beginning. 

In  developing  its  coal  lands,  UP 
has  moved  with  characteristic  cau- 
tion. "Our  policy,"  Barnett  explains, 
"is  first  to  lease  some  of  our  coal 
resources  to  others  and  use  the  roy- 
alties to  build  an  income  base 
which  we  can  then  use  to  go  for- 
ward with  direct  strip-mining  our- 
selves, participating  in  operations 
as  a  joint  venture.  We  have  the 
muscle  to  proceed,  and  we  have  the 
coal  reserves."  To  exploit  its  poten- 
tial, UP  is  considering  electrifying 
part  of  its  main  line,  generating  the 
power  from  its  own  coal.  It  is  also 
involved  with  Continental  Oil  and 
FMC  in  developing  coal  gasifica- 
tion technology. 

Meanwhile,  UP's  coal  revenues 
—a  modest  $22  million  last  year- 
continue  to  mount.  Says  Barnett:  "I 
would  expect  that  over  a  five-year 
period  our  coal  tonnage  on  the 
railroad  would  go  up  100%." 

"Let  me  tell  you  two  railroads 
that  stand  to  lose  and  two  that  will 
have  a  bonanza,"  says  American 
Electric  Power's  Donald  C.  Cook. 
"The  losers  are  the  C&O  and  the 
N&W,  the  gainers  are  the  UP  and 
the  Burlington  Northern." 
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Manufacturers  Hanoven 
The  leasing  supermarket 


For  multi-million  dollar, 
tax-sheltered  leveraged 
leasing ...  or  middle 
market  leasing . . . 
Manufacturers  Hanover 
has  an  experienced  team 
of  leasing  specialists  which 
can  put  together  virtually 
any  leasing  package  for 
your  company— imagina- 
tively and  quickly.  ' 

Leveraged  Leasing 

MHT  is  doing  big  things  in  leveraged 
leasing,  a  financing  vehicle  now  widely 
accepted  as  a  highly  attractive  and  frequently 
less  expensive  alternative  to  direct  debt. 

Recently,  for  example.  Manufacturers 
Hanover  leased  a  fleet  of  747's  to  one  major  air- 
line and  several  1011  Tri  Stars  to  another.  For 
offshore  oil  well  drilling  equipment  we  have 
committed  nearly  $60  million. 

Middle  Market  Leasing 

But,  unlike  many  other  major  banks,  MHT 
also  offers  "middle-market"  leasing. 

Through  our  new  affiliate.  Manufacturers 
Hanover  Leasing  Corporation,  businessmen  in 


all  50  states  can  obtain 
straight  lease  financing- 
ranging  from  $500,000  to 
$5  million,  over  periods  of 
4  to  10  years.  On  such  equip- 
ment as  business  aircraft,  small 
and  medium  size  computer  sys- 
tems, machine  tools  and  heavy 
industrial  equipment,  and  process 
control  systems. 

Marketing  Lease 

For  manufacturers  who  deal  with  companies 
having  small  dollar  equipment  requirements, 
Manufacturers  Hanover  offers  the  "marketing 
lease,"  through  which  several  pieces  of  relative- 
ly inexpensive  equipment  are  consolidated  into 
a  single  master  lease. 

Lease  Management  Service 

And,  for  our  correspondent  banks  nationwide, 
we  also  have  a  lease  management  service. 


Whatever  your  leasing  needs,  talk  to 
Manufacturers  Hanover — where  leasing  isn't 
just  another  bank  service — it's  an  entire  cor- 
poration, staffed  by  leasing  experts  who  work 
at  nothing  else.  Call  them  at  (212)  350-4567. 


MANUFACTURERS  HANOVER 


Private 
personal  loans 
by  mail  $1,500 
to  $5,000 

For  the  executive  who  prefers 
complete  privacy  in  his  personal 
finances,  we  now  offer  special 
VIP  Loans,  handled  strictly 
through  the  nnail.  Your  application 
is  handled  swiftly  and  privately. 
No  collateral  or  signature  other 
than  your  own  is  required.  Your 
present  lines  of  credit  will  not  be 
affected.  And  you  will  never 
have  to  visit  us  in  person. 

fisJCn  COLORADO 
INOUSTRIAL  BANK 

1755  Stout  St.,  Denver,  Colorado  80201 
fFot  California  residents: 

THRIFT 


^//■i 


620  Newport  Center  Dr. 
Newport  Beach,  Calif.  92660 

For  your  VIP  Loan  application, 
please  write  or  mail  us  the  coupon. 


Mr.  Jerry  Ryan 

Avco  Colorado  Industrial  Bank,  Dept.  FO 

P.O.  EOX2652 

Denver,  Colorado  80201 

CALIFORNIA  RESIDENTS,  mail  to 
Mr.  Gene  Rolan 
Avco  Thrift,  Dept.  FO 
620  Newport  Center  Dr., 
Newport  Beach,  Calif.  92660 


Namp 

Occupati 

nn 

Address. 

rny 

RfatP 

7lp 

Income - 

-$15,000-$25,000 
Over  $25,000 

D 
D 

Not  available  where  restricted  or  prohibited  by  lavi^. 
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Sha//  This,  Too,  Pass? 

Under  Charlie  Kellstadt,  General  Development's 
stock  rose  from  the  ashes,  only  to  sink 
again.  This  time  the  recovery  may  be  tougher. 


"We  have  not  done  a  damn  thing  to 
bolster  earnings,"  says  Charles  Kell- 
stadt, chairman  of  General  Develop- 
ment Corp.,  the  Florida  land  sales 
company.  "If  anyone  says  we  do,  I'd 
like  to  make  him  come  down  here 
and  pound  his  head  in."  Such  as 
Thornton  O'glove  and  Bob  Olstein,  co- 
authors of  Coenen  &  Co.'s  Quality  of 
Earnings  Report.  They  accuse  GDC 
of  "invading  its  contract  cancellation 
reserve  to  bolster  share  earnings." 

Who's  right?  And  what's  the  row 
about  anyway? 

Kellstadt,  now  76,  earns  $250,000 
a  year  and  has  been  running  GDC 
since  he  retired  as  chairman  of  Sears, 
Roebuck  in  1962.  At  the  time  GDC 
faced  a  $3.1-million  deficit,  and  Kell- 
stadt joined  the  company  as  a  favor 
to  big  publisher  Gardner  Cowles,  a 
close  friend,  who  had  millions  invest- 
ed in  GDC.  In  Kellstadt's  first  six  years 
GDC's  stock  went  from  4  to  38,  and 
last  year  GDC  earned  $20.5  million 
on  revenues  of  $140.9  million.  But 
this  year  earnings  are  .down  14%  and 
the  stock  is  back  below  14. 

Why?  Two  things.  Ecological  and 
consumer  protection  movements  hurt. 
So  does  the  furor  over  honest  corpo- 
rate reporting.  Accounting  rules  for 
land  development  companies  are  very 
flexible.  GDC  sells  lots  for  $220  down 
and  payments  of  $28  a  month  for  up 
to  ten  years.  The  total  price  is  $3,500 
—but  what  were  your  sales  and  prof- 
its the  first  year?  Do  you  book  the 
contract  price  at  once,  or  over 
the  life  of  the  contract?  GDC  books 
the  full  $3,500  upon  getting  5%  of  the 
money— though  it  actually  gets  only 
about  $550  the  first  year. 

Says  Abraham  J.  BrilofI,  accountan- 
cy professor  at  City  University  of  New 
York,  "[That's]  as  preposterous  as  a 
landlord  picking  up  all  of  the  gross 
from  a  [three-year]  lease  in  the  year 
it  is  signed." 

This  year,  under  pressure  from  crit- 
ics, the  American  Institute  of  Certi- 
fied Public  Accountants  is  proposing 
that  land  sale  companies  record  sales 
only  after  10%  of  the  payment  has 
been  collected  and  that  perhaps  20% 
more  be  kept  off  the  books  until  the 
raw  land  is  ready  for  houses. 

But  wouldn't  that  benefit  GDC?  If 
the  accounts  were  restated  for  past 
years,  as  the  AICPA  says  they  should 
be,  Kellstadt  could  simply  lower  rev- 
enues and  earnings  in  earlier  years  and 
carry  the  figures  forward  to  bolster 
this  year's  profits. 


In  A  Bind?  Not  so,  says  Kell- 
stadt. "We'll  be  the  second 
biggest  U.S.  housebuilder." 


It  won't  necessarily  work  that  way. 
A  change  of  policy  may  be  brewing 
at  the  Securities  &  Exchange  Com- 
mission that  would  stop  any  restate- 
ment of  past  earnings  by  the  land  sale 
companies.  "If  that  happens,"  says 
Kellstadt,  "we  would  go  half  a  year 
without  showing  any  profits." 

And  what  about  that  contract  can- 
cellation reserve  that  analyst  O'glove 
says  dropped  from  15%  to  13%  of  re- 
ceivables in  six  months?  When  he  re- 
duced the  reserve,  retorts  Kellstadt, 
he  did  not  do  it  to  buttress  earnings; 
"We  dropped  the  reserve  only  in  re- 
lation to  our  experience  of  cancella- 
tions." Nonetheless,  it  did  raise  earn- 
ings from  62  cents  to  91  cents  a  share 
in  the  first  half  of  1972. 

Meanwhile,  GDC's  land  sales  have 
slowed  4%.  Conservationists  managed 
to  block  development  of  9,000  acres 
owned  by  GDC  near  St.  Lucie  in  Flor- 
ida. The  slate  government  has  be- 
gun forcing  land  developers  to  install 
central  sewage  systems  that  Kell- 
stadt says  "will  cost  us  a  lot  of  money. " 

What  does  Kellstadt  say  about  such 
complaints?  "It's  uiniecessary  emotion- 
alism. There's  nothing  wrong  with  llic 
way  we  sell  land."  His  altitude  is: 
This,  too,  .shall  pass.  As  he  puts  it: 
"These  circumslaiices  that  appear  in 
the  life  of  a  corporation  are  incidental 
over  its  entire  life."  ■ 
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Ibtir  compaii^'s  most  important  assets 

may  still  be  unprotected. 

That's  no  way  to  insure  a  business. 


TheMkusau  Story. 

Your  business  is  exposed  to  a 
potential  loss  that's  many  times 
more  likely  to  happen  than  a  fire. 
Yet  you're  probably  not  insured 
against  it. 

You  wouldn't  consider  not 
insuring  your  physical  assets.  You 
also  carry  liability  insurance. 
You  protect  your  labor  force  with 
workmen's  compensation  insurance. 
You  probably  even  have  crime 
and  fidelity  insurance. 

But  if  you  don't  have  business 
life  insurance,  your  company  is 
still  suffering  from  exposure. 
Because  your  key  people  are  the 
assets  you  can  least  afford  to  lose. 

Brick  and  mortar,  finished  goods, 


tools,  rolling  stock— however  useful 
to  the  continuation  of  your  business 
—cannot  contribute  a  single  idea, 
cannot  make  a  single  sale,  cannot 
design  a  single  product,  cannot 
mastermind  a  single  legal  or 
financial  matter  Only  your  key 
employees  can  do  these  things. 
And  statistically,  at  age  45,  death 
is  14  times  likelier  than  a  total 
property  loss  by  fire.  (At  age  55, 
the  odds  are  23  to  one.) 

The  irony  of  it  is  that  casualty 
and  liability  insurance  (the  kinds 
you  wouldn't  be  caught  dead  without) 
protect  against  things  that  may 
happen.  Life  insurance  protects 
against  what  must  happen.  And 


when  it  does,  key-man  insurance 
provides  you  with  tax-free  money  to 
find  and  hire  a  qualified  replace- 
ment. And  to  compensate  you  if 
you  suffer  a  loss  of  business 
in  the  meantime. 

If  you're  insuring  everything 
in  your  business  except  your  most 
important  assets,  shouldn't  you 
re-examine  your  priorities?  Your 
Employers  Insurance  man  can  help. 
He's  more  than  an  insurance 
specialist.  He's  a  business  insurance 
specialist. 


come  to 

^•"sottrce 

Employers  Insurance  (tfWausau 

Wausau,  Wisconsin 


'  W»"V 
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How  Bob  Wingerter  Robbed  the  Bank 

Libbey -Owens-Ford  wasn't  sure  whether  it 
was  a  bank  or  a  manufacturer.  It  knows  now. 


They  used  to  call  Libbey-Owens-Ford 
"the  bank  thai  makes  glass."  That 
was  for  its  balance  sheet:  not  a  penny 
in  debt  and  a  current  ratio  of  five-to- 
one.  That  was  in  the  days  when 
L-O-F  was  General  Motors'  sole  sup- 
plier of  glass,  and  when  it  made  18% 
and  more  on  stockholders'  equity.  In 
1962  GM  began  to  split  its  business, 
and  L-O-F's  profitability  went  into  a 
slow  but  steady  decline.  By  1967  the 
Ford  family  of  Detroit  and  Toledo, 
who  control  a  big  block  of  stock,  de- 
cided the  time  had  come  for  a 
change.  They  reached  outside  to  hire 
Robert  G.  Wingerter,  a  former  execu- 
tive of  Rockwell-Standard  and  of  Tim- 
ken.  Wingerter  was  not  a  glass  man, 
but  he  did  know  that  L-O-F's  easy 
pickings  were  gone. 

"I  saw  two  challenges,"  says  Win- 
gerter. "To  put  our  own  considerable 
uncommitted  assets  to  work  in  the 
industry  to  reverse  its  declining  prof- 
it trend;  and  to  diversify  the  compa- 
ny into  something  besides  glass." 

In  five  years  Wingerter  doubled 
sales,  to  last  year's  $531  million,  while 
profits  climbed  by  40%,  to  $49.5  mil- 
lion. Wingerter's  objective  was  "to 
earn  15%  on  expanding  equity."  He 


is  doing  that  now  and  did  in  1971. 
That's  a  respectable  achievement  in 
any  industry,  more  so  in  the  capital- 
intensive  glass  industry. 

There  was  nothing  wrong  with 
L-O-F's  technology;  it  was  and  is  a 
leader  in  the  field,  spending  some  2% 
of  sales  on  research  and  development. 
But  its  plant  was  slipping  behind  its 
competitors'.  L-O-F  paid  out  89%  of 
its  earnings  as  dividends  in  1966. 

Wingerter  set  about  breaking  into 
L-O-F's  piggy  bank.  His  first  order  of 
business:  modernize  his  plant.  To  date 
he  has  spent  nearly  SI 20  million  con- 
verting three  grinding  and  polishing 
lines  to  float-glass  production  and 
building  two  new  ones.  He  closed  a 
sheet  glass  plant  in  Shreveport,  La. 
Float  glass  is  the  Pilkington-developed 
process  that  floats  liquid  glass  on  a 
bath  of  molten  tin,  replacing  the 
grinding  and  polishing  processes. 
Wingerter  estimates  he  saves  20%  to 
25%  in  operating  costs  by  using  it. 
And  Wingerter  is  about  to  increase 
his  float-glass  capacity  by  some  30%, 
with  a  new  $40-million  facility  in 
North  Carolina. 

Along  the  way,  L-O-F  has  taken  on 
some  $26  million  of  long-term  debt,  a 


Inside  Job.  Fearing  debt  and  boarding  cash  caused  L-O-F's  earnings 
to  stall  in  the  early  60s.  Since  1  966,  Wingerter  has  lowered  dividend 
payout  and  even   gone  into  debt  to  fuel  increased  capital  spending. 


pittance  really,  but  a  sign  that  L-O-F 
no  longer  sits  on  idle  cash.  He  also 
sold  some  $4.6  million  of  securities 
(L-O-F  owned  big  blocks  of  Johns- 
Manville)  and  reduced  its  dividend 
payout  to  a  more  ordinary  50%  of 
earnings.  "We're  a  manufacturing  en- 
terprise now,"  says  Wingerter. 

Wingerter  wasted  no  time  getting 
into  the  second  part  of  his  plan  for 
V  L-O-F.  His  first  acquisition  was  Aero- 
quip  Corp.,  acquired  in  1968,  a  8144- 
miUion-sales  manufacturer  of  flexible 
hoses  and  couplings,  mostly  for  the 
fluid  power  industry.  Aeroquip  is  the 
leader  in  this  field,  which  is  growing 
at  10%  to  15%  annually,  as  more  users 
switch  from  mechanical  to  hydraulic 
power. 

Woodall,  a  manufactiirer  of  mold- 
ed plastic  parts,  was  the  other  major 
acquisition,  and  Woodall  was  a  dif- 
ferent kettle  of  fish,  a  "turnaround" 
situation.  Since  acquiring  it  in  1970, 
Wingerter  has  dropped  four  of  its 
product  lines  and  closed  two  of  its 
plants.  Most  of  Woodall's  plastic  parts 
are  used  in  the  automotive  industry. 
Woodall,  plus  two  other  small  plastic 
makers  acquired,  will  do  $35  million 
in  sales  this  year. 

All  told,  60%  of  L-O-F's  sales  in- 
crease has  come  from  acquisitions 
made  over  the  past  five  years.  Glass 
accounts  for  less  than  70%  of  its  sales. 
Wingerter  figures  he  is  in  a  particu- 
larly attractive  position  right  now, 
with  the  use  of  glass  and  plastic  in 
cars  increasing,  and  with  Aeroquip's 
strong  position  in  a  growth  situation. 

It  looked  touch  and  go  for  a  while, 
though.  In  1969  and  1970  he  ran  in- 
to heavy  start-up  costs  from  his  float- 
glass  plants,  heavy  testing  costs  to 
develop  new,  thinner  windshields 
(L-O-F  broke  45,000  of  them  in 
those  tests),  shakedown  cost  in  his 
acquired  companies,  all  topped  off 
with  1970's  GM  strike.  "That  capped 
a  great  year,"  Wingerter  shudders, 
remembering  his  1970  sales  decline  of 
$18  million,  to  $430  million,  and  44% 
earnings  decline  to  $22  million. 

But  Wingerter  figures  his  troubles 
are  behind  him  and  that  he  can  con- 
tinue to  make  his  15%  on  equity, 
though  adding,  "The  competition  isn't 
going  to  let  us  make  much  more," 
doubtlessly  recalling  the  gloiy  days 
l)efore  GM  let  Pittsburgh  Plate  Glass 
into  its  automotive  glass  act.  And  he 
plans  some  more  acquisitions,  looking 
to  the  day  when  L-O-F  will  be  in 
five  areas  of  business  instead  of  the 
present  three.  Something  in  construc- 
tion and  industrial  business,  he 
guesses.  "I  wouldn't  feel  comfortable 
with  something  like  consumer  pro- 
duction," he  adds. 

But  they  don't  call  L-O-F  a  bank 
anymore.  ■ 
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Golden  Bullets 

A  bank  branch  in  Saigon?  Yep. 


"Sure  you'll  find  a  lot  of  bullets  flying 
around,  but  there's  a  lot  of  money 
floating  around,  too.  And  if  you're  a 
bank,  you  go  where  the  money  is." 
That's  how  John  Graves,  a  vice  presi- 
dent in  First  National  City  Bank's  Asia 
Pacific  division,  explains  Citibank's  de- 
cision to  open  a  Saigon  branch. 

Citibank  didn't  move  hastily. 
Charles  Bradley,  assistant  marketing 
vice  president  in  the  Asia  Pacific  di- 
vision, started  a  market  survey  of 
South  Vietnam  as  long  as  2J2  years 
ago.  "We  decided,"  he  says,  "that  if 
Citibank  could  get  one-half  of  1%  of 
the  market  in  a  stated  number  of 
months  and  1%  eventually,  we'd  have 
a  viable  operation." 

There's  that  much  money  around? 

"Yes.  Americans  have  a  completely 
erroneous  idea  about  South  Vietnam. 
The  war  hasn't  wrecked  the  country. 
Of  course,  the  rubber  plantations 
have  been  hurt,  but  the  damage  to 
plant  has  been  minimal.  And  there 
has  been  enormous  technological  prog- 
ress in  South  Vietnam.  They're  man- 
ufacturing all  sorts  of  things;  plywood, 
cement.  And  not  merely  to  replace 
imports.  They're  thinking  in  terms  of 
exports.  You  know,  Taiwan  has  made 
a  big  thing  of  exporting  cement." 

Citibank  first  moved  into  South 
Vietnam  because  "we  always  go 
where  our  customers  are.  Our  Saigon 
manager,  Robert  Hudspeth,  says  that 
when  you  walk  down  the  street  you 
see  IBM,  NCR,  Pan  Am,  Singer,  Fore- 
most. They  were  there  before  us."  ' 

However,  Graves  adds,  "In  the  long 
run  we  think  most  of  our  business  will 
be  local.  That's  something  you  have 
to  understand:  Saigon  has  a  very  big 
business  community.  Why  do  you 
think  IBM  and  NCR  are  there?" 

And  if  the  Thieu  government  falls? 

"I  know  the  correspondents  in  Sai- 
gon believe  the  Communists  will  take 
over.  They  believe  that  Thieu  is  cor- 
rupt, tha):  his  ministers  are  corrupt, 
that  his^  generals  are  incompetent. 
We're  more  optimistic. 

"Thieu  may  not  last,  but  that's  not 
as  important  as  whether  the  infra- 
structure now  developing  lasts.  We 
are  optimistic  that,  whatever  deal  Kis- 
singer makes  in  Paris,  the  infrastruc- 
ture will  last,  and  we'll  be  able  to 
stay  in  business. 

"Anyway,  things  ebb  and  flow. 
When  Citibank  went  into  Indonesia, 
the  country  was  in  chaos.  There's 
been  a  180-degree  turnaround  since. 

"We're  not  like  some  other  banks. 
We  stay  in  a  country  until  we  get 
kicked  out."  ■ 
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It  happens  every 
time  you  open 
a  bottle  of 
J^B  Rare  Scotch. 
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They  write  questions  on  us, 
take  orders  on  us,  bill  what's 
due  on  us. They  use  us  to 
develop  ideas,  converse  with  '' 
suppliers,  communicate  with 
the  marketplace. 

Throughout  the  working 
week,  we  help  American 
business  keep  its  house  in 
order.  Great  Northern 
Nekoosa.  A  leading  producer 
of  business  communication 
papers.  And  a  company  whose 
searching  spirit  has  positioned 
it  in  the  most  advanced  areas 
of  paper  technology. 

On  business  letterheads, 
you'll  find  us  communicating 
executive  decisions  in 
companies  both  large  and 
small.  You'll  find  us  popping 
out  of  office  reproduction 
machines,  appearing  as  print- 


outs from  computers.  You'll 
find  us  wherever  special 
problems  require  special 
solutions  —  in  everything  from 
business  forms  to  papers 
designed  for  sophisticated 
optical  and  magnetic  character 
recognition  systems. 

Our  involvement,  however, 
is  not  simply  with  the  world  of 
business.  It's  with  the  world 
of  paper. 

As  a  major  supplier  of 
newsprint,  we  help  get  out 
hundreds  of  morning,  after- 
noon and  weekly  editions.  As 
a  prime  contributor  to  the 
success  of  paperbacks,  we 
help  entertain  and  inform.  As 
a  leading  producer  of  papers 
for  catalogs,  directories  and 
magazines,  we  help  increase 
the  consumption  of  products 
and  services. 


However,  deep  as  is  our 
involvement  with  paper,  our 
commitment  to  the  printed 
word  is  deeper  still.  Because 
every  paper  we  make  is  a 
vehicle  for  translating  the 
word  into  a  living  experience. 

Along  the  way,  we've  made 
another  commitment.  And 
that's  to  manage  our  resources 
so  we  can  simultaneously  help 
enhance  man's  knowledge 
and  man's  environment. 

GREAT 

NORTHERN 

NEKGDSA 

CORFORATDN 

Helping  to  spread  the  word. 


Every  day  thousands  of 

companies  make  themselves  heard 

on  Great  Northern  Nekoosa. 


Great  Northern  Nekoosa  Corporation,  Stamford,  Conn.  06901 
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Now  operating:  BART. 

Rrst  m^op  U.S.  rapid  transit  system 

in  sixty  years. 


Just  a  few  weeks  ago  the  first  trains  began  rolling  on  the  new 
75-mile  Bay  Area  Rapid  Transit  System  (BART) — first  com- 
plete metropolitan  rail  system  to  be  constructed  in  the  U.S. 
in  the  last  60  years.  One  of  the  world's  largest  single  construction 
projects,  BART  will  sharply  reduce  commuting  time  for  some  2.5- 
million  people  in  the  San  Francisco  Bay  Area.  The  Bechtel-sponsored 
joint  venture  of  Parsons  Brinckerhoff-Tudor-Bechtel  is  responsible  for 
BART's  design  and  construction  management.  BART  is  yet  another 
outstanding  example  of  Bechtel's  transportation  know-how — from  the 
movement  of  gas,  petroleum  products,  and  solids,  to  "people-mover" 
and  urban  rapid  transit  systems  like  BART.  Innovation  based  on 
experience. 


Bechtel 


San  Francisco  •  Los  Angeles  •  Ann  Arbor  •  Houston  •  New  York  •  Washington,  D.C.  •  Ontario  •  Quebec 
Alberta   •  Johannesburg  •   London  •   Paris  •  The  Hague   •  Tripoli   •   Mexico  City  •   Melbourne  and  Tokyo 


What's  a  Uniroyal? 

An  also-ran  with  perpetual  hopes  of  moving  up  a  bit 


In  the  rubber  industiy  there  are  two 
good  big  companies,  Goodyear  and 
Firestone,  and  two  large  also-rans, 
Uniroyal  and  B.F.  Goodrich.  (The  in- 
dustry's fifth  large  company.  Gen- 
eral Tire,  is  really  another  kind  of 
kitty.)  Over  the  past  ten  years  the  two 
leaders  have  been  getting  so  much 
further  in  front  of  the  also-rans  that 
it's  hardly  a  race.  For  example,  Uni- 
royal's  sales  growth  was  not  much 
more  than  half  of  industry  leader 
Goodyear 's  in  percentage  terms,  and 
barely  a  third  in  dollars.  Uniroyal's 
five-year  return  on  equity  was  only 
8%,  compared  with  13.1%  for  Fire- 
stone and  12.5%  for  Goodyear. 

George  R.  Vila,  Uniroyal's  63-year- 
old  chairman  and  president,  hopes  he 
has  an  ace  up  his  sleeve.  In  an  efiFort 
to  gain  on  the  Big  Two,  he  has 
gambled  almost  $100  miUion  on  facili- 
ties to  produce  steel-belted  radial 
tires.  All  of  the  tire  makers  are  selling 
radials,  but  only  the  other  also-ran, 
B.F.  Goodrich,  has  plunged  whole- 
heartedly into  them.  Goodyear  and 
Firestone  agree  they're  coming,  but 
are  betting  that  the  consumer  isn't 
yet  ready  to  accept  the  higher  cost 
(twice  as  much  as  a  standard  cross- 
ply  tire)  and  the  harder  ride  of  the 
steel-belted  radial.  They  are  putting 
their  major  effort  this  year  behind  in- 
termediate steps  such  as  Goodyear's 
Polysteel,  a  steel-belted  bias-ply  tire 
that  costs  about  35%  more  than  a 
cross-ply;  and  they  have  hedged  their 
radial  bets  by  producing  fiberglass , 
and  other  less  costly  radials  as  well 
as  the  steel-belted  type. 

Vila  is  gambling  that  the  consumer 
is  ready  for  radials,  and  steel-belted 
radials  at  that,  and  will  pay  the  extra 
cost  to  get  their  superior  handling, 
longer  wear  and  greater  road  hazard 
resistance.  Now  Uniroyal  officials  be- 
lieve the  gamble  is  paying  off, 

"The  automobile  manufacturers 
have  fir^ally  decided  what  kind  of 
radial  ti^es  they  want,"  says  Walter 
Baldwin,  vice  chairman  of  Uniroyal, 
"and  when  Ford,  General  Motors  and 
Chrysler  decided  they  wanted  steel- 
belted  radials,  it  caused  everybody 
to  get  on  to  that  bandwagon." 

Preferred  Spot? 

Uniroyal's  plant  at  Ardmore,  Okla. 
is  producing  25,000  steel-belted  radi- 
als a  day.  "We  have,  by  a  good  mar- 
gin, made  more  steel-belted  radial 
passenger  tires  than  any  other  Ameri- 
can company,"  says  Vila.  "To  stay  in 
business  in  the  European  market  we 
had  to  address  ourselves  more  than  a 


decade  ago  to  de- 
veloping steel-belt- 
ed radial  tires." 
Vila's  gamble  has 
already  had  one 
dividend:  Because 
it  was  first  in  line, 
Uniroyal  seems  to 
be  in  the  best  sup- 
ply position  for  the 
precision  steel  wire 
radials  demand. 

At  present,  radi- 
al tires  have  about 
3%  of  the  original 
equipment  market 
and  about  10%  of 
the  replacement 
market.  Uniroyal 
expects  that  to 
grow  to  30%  of  the 
original  equipment 
market  and  20%  of 
the  replacement 
market  by  1974. 

The  Zeta,  Uni- 
royal's name  for  its 
steel-belted  radials, 
may  help  Uniroy- 
al in  another  way. 
While  Uniroyal  has 
about  25%  of  the 
low-profit  original 
equipment  tire 
market,  it  has  only 
12.5%  of  the  re- 
placement market, 
where  the  real 
money  in  the  tire 
business    is    made. 

This  compares  with  an  estimated  28% 
of  the  original  equipment  market  and 
30%  of  the  replacement  market  for 
Goodyear,  and  26%  and  23%  for  Fire- 
stone. Distribution  is  a  major  factor  in 
Uniroyal's  relatively  poor  performance 
in  the  replacement  market.  While 
Goodyear  has  1,500  company-oriented 
outlets  and  Firestone  1,400,  Uniroyal 
has  only  535.  Independent  dealer- 
ships are  probably  weighted  similarly 
in  favor  of  the  Big  Two.  But  in  the 
past  nine  months,  Uniroyal  has  signed 
up  371  new  outlets  to  carry  its  new 
Zeta  line  radial  exclusively,  and  Uni- 
royal oflBcials  are  hoping  that  this 
high  rate  of  signing  is  indicative  of 
dealer  belief  that  the  steel-belted  radi- 
al is  the  tire  of  the  future. 

How  lasting  an  advantage  will  Uni- 
royal get  from  all  this?  That  remains 
to  be  seen.  Vila  concedes  that  his 
competitors  won't  sit  back  and  let 
Uniroyal  score  on  them.  "There's  a 
lot  of  talent  and  a  lot  of  power  in 
our  competitive  tire  companies  in  this 


Pit  Stop.  Can  Uniroyal's  lead  in  steel-belted 
radials  power  a  catch-up  attack  on  the  competi- 
tion? Sure,  says  Chairman  Vila,  smiling  bravely. 


country,"  he  says.  He  adds  that  "there 
are  still  plenty  of  problems  in  adapt- 
ing the  technology  from  Europe  to 
the  U.S.  For  example,  the  average 
tire  in  the  U.S.  is  larger,  and  the  prob- 
lems of  uniformity  and  performance 
increase  geometrically  with  size." 

Nor  will  the  new  tires  do  much  for 
the  rest  of  Uniroyal's  operations,  many 
of  which  are  in  b.id  shape.  The  chem- 
ical division,  10%  of  sales,  earned  only 
half  as  much  last  year  as  it  did  in 
1969.  The  consumer  goods  and  tex- 
tile divisions  have  fared  only  slightly 
better;  this  in  spite  of  the  fact  that 
Uniroyal's  Keds  line  is  dominant  in  rub- 
ber-soled footwear,  where  it  has  up- 
ward of  60%  of  the  U.S.  market. 

For  eleven  years  now  George  Vila 
has  been  talking  of  turning  Uniroyal 
around.  Now  it  is  steel-belted  radials; 
yesterday  it  was  the  Tiger  Paw  and 
Rain  Tires. 

Increasingly,  Uniroyal  looks  like  a 
case  of  once  an  also-ran,  always  an 
also-ran.  ■ 
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Around  the^f6rld 
Young  Radiators 

re  us< 
whei^eihe  going 


Cooling  giant  mobile  haulers  around 
the  world— for  both  on  and  off-highway 
vehicles:  Young  Radiators  and  Shell 
&  Tube  Heat  Exchangers. 


YOUNG  RADIATOR  COMPANY 

General  Offices  Racine.  Wisconsin  53404 

Rdd.alor^   •   Htai  E  "(.nangef  s  •   O'l  Coolers  •   Unit  Meale'S 


Kcutive 
ideqtial 
lans 

$1500to$8500 

• 
A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References; 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free.  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 


® 


Industrial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 


Easier  Said  Ttian  Done 

Put  together  two  banks  that  nicely  complement  each 
other  and  what  do  you  have?  A  tricky  jigsaw  puzzle. 


Almost  xinngticed,  huge  sums  flood 
in  and  flood  out  of  New  York's  big 
money  center  banks  each  day.  Checks 
clear  from  around  the  world,  loans 
flow  out  to  the  biggest  corporations, 
massive  securities  transactions  take 
place.  Billions  hurtle  quietly  by  on 
their  way  from  balance  sheet  to  bal- 
ance sheet. 

But  even  by  money  center  stan- 
dards it  is  hard  to  ignore  the  way  the 
billions  have  been  winging  back  and 
forth  this  year  at  New  York's  third- 
largest  bank,  Manufacturers  Hanover 
Corp.  From  a  glance  at  its  asset  to- 
tals, nothing  much  seems  to  have 
changed— a  slight  increase  from  $15.2 
billion  to  $15.3  billion  during  the  12 
months  ended  Sept.  30.  But  .  .  .  wow! 
—look  what  has  been  going  on  inside 
MH's  balance  sheet. 

In  the  six  months  through  Mar.  31, 
almost  half  the  bank's  demand  depos- 
its—about $4  billion— suddenly  took 
flight  from  the  vault.  In  the  next  six 
months,  through  Sept.  30,  more  than 
$2  billion  swooped  back  in  again.  Net 
loss:  $2  billion  of  demand  deposits. 

And  look  at  Manufacturers'  loan  to- 
tals. While  $2  billion  of  demand  de- 
posits were  disappearing,  MH  was 
busy  increasing  its  loans  by  $2  bil- 
lion. Where  did  it  get  the  money  to 
do  that?  It  simply  went  out  and 
picked  up  a  fresh  $2  billion  or  so  in 
savings  accounts,  corporate  certificates 
of  deposit,  federal  funds,  capital  notes 
and  overseas  deposits.  And  tapped  its 
cash  balance  for  another  $2  billion. 

What  do  all  those  churning  billions 
add  up  to?  Most  immediately,  an 
earnings  decline  of  5%  over  the  first 
nine  months  of  1972.  Or  rather,  a 
continuation  of  the  earnings  decline 
that  began  at  Manufacturers  after  the 
prime  interest  rate  on  loans  started 
falling  from  its  all-time  peak  of  8.5% 
in  1970  to  4.75%  early  this  year. 

"We  probably  rely  on  loan  busi- 
ness more  than  any  bank  in  the  coun- 
try," says  Gabriel  Hauge,  MH's  en- 
gaging 58-year-old  chairman.  "When 
loan  rates  are  down,  we  simply  have 
to  pull  on  the  oars  a  little  harder." 

The  rowing  was  complicated  this 
year  by  the  big  slump  in  interest-free 
demand  deposits,  the  result  largely  of 
speeded-up  check  clearings  in  New 
York  and  the  reduction  of  the  "float" 
of  large  Eurodollar  deposits  by  re- 
gional correspondent  banks.  Manu- 
facturers stepped  up  the  pace  of  add- 
ing more  borrowed  money  to  its  funds. 
Getting  new  loans  was  the  only  way 
to  offset  the  higher  interest  cost.  "So 


if  we  hadn't  increased  the  size  of 
our  loan  portfolio  so  much,  our  earn- 
ings decline  would  have  been  much 
greater,"  says  one  MH  executive. 
.  Those  churning  billions  also  add  up 
to  a  setback  in  Hauge's  master  plan 
to  realize,  at  long  last,  the  potential 
created  when  Manufacturers  Hanover 
was  formed  out  of  a  merger  in  1961. 
Manufacturers  Trust  was  the  original 
New  York  retail  bank  that,  like  Cal- 
ifornia's Bank  of  America,  demon- 
strated the  importance  of  cultivating 
the  banking  business  of  the  millions. 
It  joined  up  with  the  prestigious  Han- 
over Bank,  which  dedicated  itself  to 
the  care  and  feeding  of  a  long  list  of 
blue-chip  corporate  clients.  The  idea 
was  to  take  two  good-sized  specialty 
banks  and  make  a  full-line  giant.  The 
new  Manufacturers  would  rank  be- 
hind only  First  National  City  and 
Chase  Manhattan  in  New  York  and 
only  the  Bank  of  America  elsewhere. 

Today  Manufacturers  is  still  No. 
Three  in  New  York,  though  Morgan 
Guaranty,  Chemical  Bank  and  Bank- 
ers Trust  are  not  far  behind.  But  MH 
has  yet  to  develop  the  full  potential 
that  the  merger  in  theory  gave  it.  Its 
loan  business,  the  Hanover  side  of  the 
merger,  provides  75%  and  more  of 
Manufacturers'  gross  income.  No 
other  bank,  not  even  Chase  or  Citi- 
bank, gets  as  much  as  70%  from 
loans.  But,  ironically,  MH's  retail  busi- 
ness, the  one  great  strength  on  which 
the  merger  was  built,  has  lagged. 
Both  of  MH's  giant  New  York  rivals 
have  gone  ahead  of  MH  in  number 
of  retail  branches.  Citibank  now  has 
218,  Chase  170  and  MH  168. 

"We  never  really  turned  off  the 
juice  at  the  branches,"  says  John  F. 
McGillicuddy,  Manufacturers'  4 1 -year- 
old  president.  "But  when  you  tell  the 
troops,  'Go  wholesale,'  why  that's 
naturally  what  everyone  wants  to  do." 

To  be  sure,  this  imbalance  did  not  ■ 
prevent  MH  from  prospering  during 
the  tight-money  period  of  the  late 
Sixties,  when  the  prime  loan  rate  was 
on  its  way  up  to  8.5%.  Its  operating 
earnings  went  from  $1.79  per  .share  in 
1965  to  $3.04  in  1970,  and  its  return 
on  capital  exceeded  those  of  Chase 
and  Citibank  by  two  full  percentage" 
points.  But  when  the  prime  rale- 
started  back  down  late  in  1970,  MH's 
cyclical  vulnerability  was  (luickly  re- 
vealed. During  1971  earnings  fell  to 
$2.78  per  share. 

So  the  task  remains  for  Hauge,  wlio 
became  president  in  1963,  and  Mc- 
Gillicuddy,  who  moved  up  to  presi- 
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dent  when  Hauge  became  chairman 
in  1971,  They  are  working  hard  to 
transform  Manufacturers  from  a  rath- 
er conservative,  loan-dominated  bank 
with  cychcal  earnings  into  a  well-bal- 
anced, aggressive  outfit  with  more  sta- 
ble earnings. 

Hauge  sees  the  first  order  of  busi- 
ness as  the  "reinvigoration  of  our  re- 
tail business."  Says  President  McGilli- 
cuddy:  "The  name  of  the  bank- 
ing game  for  the  Seventies  will  be 
your  ability  to  maximize  profitability 
at  the  branch  level." 

So  now  the  push  is  on  to  improve 
Manufacturers'  retail  operations.  It  is 
in  process  of  buying  four  New  York 
state  banks  outside  the  city,  preparing 
for  the  opening  of  the  rest  of  the 
state  to  branch  banking  in  1976,  as 
provided  for  in  a  law  passed  in  1971. 
Manufacturers  is  putting  more  money 
into  its  personal  loan,  Master  Charge 
and  mortgage  operations.  With  a  per- 
sonal loan  portfolio  of  $252  million  at 
the  moment.  Manufacturers  is  be- 
lieved to  lead  Chase,  but  Chase  is 
coming  on  strong  and  Manufacturers 
is  deteiTnined  to  fight  back. 

Overseas  Offset 

Another  target  is  overseas,  where 
Hauge  and  McGillicuddy  started  to 
push  once  money  began  to  ease. 
There  MH  is  already  enjoying  consid- 
erable success.  Manufacturers  Inter- 
national now  contributes  nearly  40% 
of  operating  income  compared  with 


20%  in  1967.  Manufacturers  is  one  of 
the  biggest  bankers  in  Latin  America 
these  days,  and  it  has  begun  to  par- 
ticipate in  some  very  big  deals,  such 
as  one  for  over  $300  million  to  launch 
the  Algerian  liquefied  natural  gas  proj- 
ect with  El  Paso  Natural  Gas. 

Manufacturers  still  has  only  four 
branches  overseas,  but  plans  new  ones 
for  Nassau,  Channel  Islands,  Singa- 
pore, Hong  Kong  and  Zurich.  It  has 
slipped  into  several  other  countries  by 
buying  local  banks,  such  as  its  major 
interests  in  ones  in  Brussels  and  Paris. 
A  relatively  new  merchant  banking 
operation  in  London— 75%-owned  Man- 
ufacturers Hanover  Ltd.— had  just 
gotten  off  the  ground  when  its  or- 
ganizer, Minos  Zombanakis,  quit  last 
month  to  join  First  Boston  Corp. 
(Forbes,  Oct.  15). 

Both  Hauge  and  McGillicuddy  are 
inclined  to  dismiss  the  present  profit 
setback  as  temporary.  Says  Chairman 
Hauge:  "We  think  we've  got  the  bank 
together  now.  We  want  not  only  a 
bigger  institution,  but  also  a  many- 
sided  one.  Those  many  sides  should 
provide  diversified  revenue  throwofiFs 
that  will  give  us  growth  and  greater 
stability  over  the  years." 

So,  as  the  money  floods  in  and  the 
money  floods  out,  as  interest  rates  rise 
and  fall,  Hauge  and  McGillicuddy  are 
determined  to  make  their  giant  bank 
less  dependent  on  these  outside  forces 
and  more  the  master  of  its  own  fate. 
They  still  have  a  good  way  to  go.  ■ 


Pajama  Game.  "The  litfle  rivulefs  from  branch  deposits  have  become 
desperately  important,"  says  Gabriel  Hauge.  And  Manufacturers'  many 
branches  in  New  York's  garment  district  still  provide  a  very  big  rivulet. 


While  many  states  find  them- 
selves in  the  midst  of  serious 
energy  shortages,  Oklahoma 
abounds  in  energy  reserves 
(natural  gas  and  electricity)  to 
meet  even  the  most  demand- 
ing industrial  needs,  now  and 
in  the  future.  We  have  plenty 
of  low  cost  power  to  meet  your 
needs  today  and  tomorrow. 

Oklahoma 
manpower  pro- 
vides industry 
with  another  rich 
energy  source.  In  the  Sooner 
State,  we  still  believe  in  giving 
the  employer  a  full  day's  work. 
Find  out  how  much  more  Ok- 
lahoma has  to  offer.  Write,  wire 
or  call:  The  Director,  Industrial 
Development  Department,  Of- 
fice of  the  Governor,  500  Will 
Rogers  Memorial  BIdg.,  Suite  D, 
Oklahoma  City,  Okla.  73105. 
405-521-2401.  All  inquiries  are 
kept  confidential. 
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730 Third  Ave..  New  York,  N.Y.  iOOi: 


UIE'UE  GOT  TO  FIK  THEIYI  FAST 
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They  called  Agnes  just  a  tropical  storm.  But  she 
created  the  worst  flood  in  the  history 
of  York,  Pennsylvania. 

Which,  among  other  things,  knocked  out  the 
phone  equipment  of  13  major  industrial 
customers  of  York  Telephone  &  Telegraph,  a  part 
of  General  Telephone  &  Electronics. 

We  replaced  or  repaired  the  bulk  of  the 
equipment  in  just  three  days.  Most  of  our 
customers  were  back  in  touch  with  the  world 
while  they  were  still  pumping  out  their  basements. 

The  point  is,  we  not  only  have  a  large 
investment  in  phone  equipment.  We  have  an 
equally  large  commitment  to  servicing  that 
equipment. 

So  we  get  at  trouble  fast,  whether  it's  caused 
by  flood,  fire,  vandals,  rodents  or  even  dust. 

We  don't  send  you  a  bill  for  service,  either. 

If  you  owned  all  that  equipment,  you'd  have 
to  do  it  yourself. 

And  that  could  cost  you  a  bundle, 
i    When  it  comes  to  telephone  service,  we  serve 
you  best  when  you  don't  buy  a  thing. 
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When  Bad  Is  Good 

There  are  times  when  bad  timing  can  be  good 
timing.  Consider  the  case  of  Daniel  International. 


Everybody  knows  that  the  time  to 
go  pubhc  is  when  yoxir  earnings  trend 
is  good  and  you  can  get  a  high  price/ 
earnings  ratio  on  your  stock.  Daniel 
International,  however,  chose  to  play 
the  game  the  other  way  around.  It 
went  public  when  its  earnings  were 
lousy.  From  a  peak  of  $1.69  in  1965, 
its  earnings  dropped  every  year  there- 
after until  they  hit  a  rock-bottom  53 
cents  a  share  in  1968.  Daniel  chose 
1968  to  go  public.  "It  was  a  calculated 
decision,"  says  President  Buck  Mickel, 
"not  to  wait  for  better  earnings.  We 
felt  that  our  future  depended  upon 
our  becoming  a  public  company,  and 
so  we  didn't  want  to  wait." 

Why  was  it  so  urgent  to  go  public? 
Daniel  was  the  creation  of  the  South 
Carolina  brothers  Charles  and  R. 
Hugh  Daniel.  The  company  was 
them.  The  company  felt  it  had  to 
change,  especially  after  Charles  Daniel 
died  in  1964. 

To  get  and  keep  a  new  team, 
Mickel  decided  Daniel  would  have 
to  give  options,  and  give  them  at  a 
low  enough  price  that  the  optionees 
could  see  some  action  when  earnings 
started  rising  again. 

Daniel  went  public  in  early  1969, 
when  the  Daniel  interests  offered 
800,000  shares,  27%  of  the  company, 
at  $13.25  a  share,  adjusted. 

Mickel's  plan  seems  to  be  working. 
Earnings  in  the  fiscal  year  that  ended 


this  September  are  estimated  at  $2.50, 
almost  five  times  the  pre-public  lev- 
el, revenues  at  some  $475  million  vs. 
$268  million.  Spht  2-for-l,  Daniel  now 
sells  around  40  over-the-coimter,  near- 
ly three  times  the  original  price.  And 
while  the  Daniel  interests  certainly 
didn't  get  top  dollar  for  the  first  stock 


For  The  Birds.  Every  builder 
has  his  /emons.  Daniel  lost 
over  $5  million  putting  up  the 
Norfolk  Civic  Center  fbelowj. 
The  last  straw  came  when  sea- 
gulls descended  to  gobble  up 
the  plastic  coating  on  the  roof. 


they  sold,  they  have  seen  their  re- 
maining 1.5  million  shares  increase  in 
market  value  by  about  $40  million. 

Just  before  going  public,  R.  Hugh 
Daniel,  the  surviving  brother,  worked 
the  transformation  of  the  company 
into  a  team.  He  brought  in  vice  presi- 
dents for  finance,  purchasing,  develop- 
ment and  law.  He  turned  over  operat- 
ing control  of  the  business  to  a  neph- 
«ew,  Buck  Mickel,  and  Greg  W.  Rothe, 
vice  president  for  finance. 

The  new  team  has  steered  Daniel 
away  from  lump  sum  contracts,  on 
which  the  company  had  lost  heavily. 
It  switched  to  negotiated  (i.e.  cost- 
plus)  contracts.  The  old  Daniel  had 
specialized  in  textile  plants  and  paper 
mills.  The  new  Daniel  has  been  broad- 
ening successfully  into  the  booming 
utility  construction  market.  And  it  was 
brought  overseas  by  its  customers, 
where  it  now  does  20%  of  its  business. 

Last  year  the  company  won  a  num- 
ber of  highly  prized  contracts.  They 
were  from  E.I.  du  Pont  and  covered 
mostly  fiber  plants.  It  was  the  first 
time  that  du  Pont  turned  to  an  out- 
side contractor. 

So  successful  is  Daniel  that  it  has 
a  problem.  The  problem  is  what  to  do 
with  plowed-back  earnings.  "For  a 
construction  company,"  says  Greg 
Rothe,  "the  idea  is  not  to  have  mon- 
ey." Since  the  customer  foots  most  of 
the  bills  and  there  is  no  trouble  getting 
credit  backed  by  contracts,  the  profits 
tend  to  pile  up.  So  the  company  has 
hit  the  diversification  trail.  The  year 
before  last,  it  bought  Applied  Engi- 
neering, a  builder  of  propane  and  liq- 
uefied natural  gas  plants,  which  gives 
Daniel  a  leg  in  the  future  LNG  mar- 
ket. This  past  year  there  were  two: 
Fortis  Enterprises,  a  builder  of  me- 
dium-priced "stick-built"  (as  opposed 
to  factory-built)  houses,  which  the 
company  hopes  to  build  around  new 
plants  it  constructs;  and  Goldston,  a 
truck  leasing  and  maintenance  compa- 
ny. Altogether,  its  diversification  makes 
up  20%  of  last  year's  earnings. 

With  all  its  plans,  Daniel  will  al- 
ways be  a  construction  company.  It 
is  still  primarily  confined  to  the  South- 
east, except  for  the  overseas  lousiness. 
That  could  be  a  problem  for  future 
growth.  As  Daniel's  earnings  base  gets 
larger,  it  may  have  to  leave  even  that 
fast-growing  area  to  continue  grow- 
ing. And  there  it  could  run  into  union 
opposition,  for  Daniel  is  100%  open 
shop.  Even  Brown  &  Root  (the  other 
large  open  shop  contractor,  a  subsid- 
iary of  HalHburlon)  bought  a  union 
firm  recently  just  to  crack  the  North- 
east market.  But  for  quite  a  while 
Daniel  should  grow  by  doing  its  own 
thing  in  its  own  backyard.  Its  backlog 
in  unearned  gross  profit,  approximate- 
ly $40  million,  guarantees  that.   ■ 
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GE's  new  Mark  III 

gives  you 

real  control  of 

time-sharing  costs 


If  you  think  time-sharing  is  a  good  thing 
gone  wild,  we  have  a  way  to  tame  it. 
It's  General  Electrics  Mark  III. 

Mark  III  is  not  just  another  time;sharing  system, 
but  a  new  approach  to  information  processing. 
It's  a  single,  unified  service  that  combines  the 
response  of  interactive  time-sharing,  the 
economy  of  remote  batch  processing,  and  the 
reach  of  a  worldwide  communications  network. 

Mark  III  has  a  comprehensive  budget  control 
system  that  lets  you  allocate  computing  dollars  — 
by  project,  department,  individual  — tailored  to 
your  needs.  It  will  automatically  administer  the 
allocations.  And  even  give  you  daily  reports 
at  your  own  terminal. 

Mark  III  not  only  helps  you  control  costs,  but 
actually  reduce  them.  You  can  save  one-half  or 
more  of  your  processing  costs  just  by  moving  your 
time-sharing  programs  into  remote  batch  operation. 

MarkJII  is  an  integrated  network  of 


nearly  100  interconnected  computers. 
With  a  network  this  size,  each  computer 
performs  that  task  for  which  it's  best  suited  — 
communications,  interactive  time-sharing, 
or  batch  processing.  The  result  is  a  service 
that  can  tackle  all  your  computing  easily, 
reliably,  and  economically. 

General  Electric  was  first  to  introduce 
time-sharing  service  in  1965.  First  to  establish 
an  international  information  processing  network 
linking  over  250  locations  in  North  America  and 
Europe.  And  now.  with  Mark  III.  first  to  put  you 
in  real  control  of  your  computing  dc  hilars. 

If  you're  a  Mark  II  user.  Mark  III  offers  you 
major  new  features  and  is  fully  compatible.  If 
youre  not.  it's  time  to  make  a  serious  comparison 
of  Mark  III  with  whatever  information  service 
you  now  use.  Take  control.  Phone  800-638-0971 
or  write  us  at  7735  Old  Georgetown  Rd., 
Bethesda.  Md..  20014.  We're  ready  to  help. 
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What  To  Do  Until  Deregulation  Comes 

Panhandle  Eastern  is  cooking  on  all  burners  in  its  search  for 
more  gas.  Meanwhile,  it  is  enjoying  the  fruits  of  scarcity. 


For  some  time  ahead,  the  natural 
gas  business  is  going  to  be  rather  hke 
tlie  French  chef  business:  a  httle  bit 
of  this,  and  a  Httle  bit  of  that,  with 
a  veiy  expensive  result. 

That,  at  least,  is  the  view  of  Presi- 
dent Richard  L.  O'Shields  of  Pan- 
handle Eastern  Pipe  Line  Co.,  which 
got  $451  million  in  revenues  last 
year  selling  gas  from  the  Gulf  Coast 
and  the  Texas  Panhandle  to  as  far 
away  as  the  center  reaches  of  Michi- 
gan. Panhandle  is  having  trouble  get- 
ting the  gas  to  keep  its  pipelines  op- 
erating at  100%  capacity.  It  competes 
with  other  pipeliners  for  emergency 
supplies,  paying  a  premium  when  it 
can  get  them.  "We've  been  turning 
away  customers  whom  we've  sought 
for  20  years,"  says  William  C.  Keefe, 
Panhandle's  chairman.  Adds  O'Shields, 
"Our  gas  deficiency  this  year  will  be 
about  3%  of  our  total  market." 

So  Panhandle  must  be  pretty  hard 
up  these  days,  right?  Not  at  all.  True, 
last  year  the  company  did  get  caught 
in  the  kind  of  squeeze  that  can  hap- 
pen in  a  business  that  is  regulated  at 
both  ends  and  only  one  end  gives. 
The  Federal  Power  Commission  al- 
lowed some  of  Panhandle's  Gulf  Coast 
suppliers  to  charge  as  much  as  9 
cents  more  per  mcf  (thousand  cubic 
feet),  on  an  emergency  purchase 
basis,  than  the  normal  regulated 
price,  but  Panhandle  couldn't  pass 
on  the  increase.  Panhandle's  Trunkline 
subsidiaiy  had  to  buy  some  13  bil- 
lion cubic  feet  at  the  higher  prices; 
and  largely  as  a  result,  last  year  Pan- 
handle had  its  first  earnings  decline 
in  a  decade,  by  some  11%. 

For  all  that,  however,  Panhandle 
Eastern  over  the  past  five  years  still 


earned  17.2%  on  stockholders'  equity, 
second  only  to  Coastal  States  Gas 
among  major  natural  gas  suppliers— 
and  a  respectable  figure  in  any  indus- 
try, much  less  a  regulated  one.  ^lore  < 
important,  early  this  year  Panhandle 
Eastern  got  close  to  $50  million  a  year 
in  increases  it  had  been  yelling  for. 
And  most  important  of  all,  the  FPC 
agreed  to  let  the  industry  automatical- 
ly pass  on  to  customers  any  future  in- 
creases in  its  gas  costs. 

As  a  result,  this  year  Panhandle 
stands  to  top  its  previous  per-share 
earnings  high  of  $3.14  in  1970.  In 
fact,  in  the  first  nine  months  it  ex- 
ceeded the  $2.80  it  earned  in  all  of 
1971.  If  it  can  keep  getting  the 
emergency  gas  it  needs,  and  if  the 
fourth  quarter  is  normally  cold,  1972 
could  well  exceed  $4. 

DhtanI  Thunder 

The  trouble  with  those  heady  fig- 
ures is  that  they  are  all  short  term 
—a  dangerous  guide  in  today's  energy 
market.  Over  the  longer  term, 
O'Shields  says  that  Panhandle  has  the 
reserves  to  last  only  about  ten  years 
under  current  contracts;  and  during 
the  past  four  years,  the  industry  has 
been  using  up  gas  about  twice  as  fast 
as  it  has  been  adding  new  supplies. 

To  ease  the  squeeze.  Panhandle  has 
been  trying  just  about  everything  in 
sight.  It  has  interests  in  two  coal  gasi- 
fication projects,  one  in  the  U.S.  and 
one  in  England.  It  is  cooperating  in 
two  projects  to  make  commercial  quan- 
tities of  synthetic  natural  gas  (SNG) 
—gas  reformed  from  liquid  hydrocar- 
bons. It  is  even,  like  El  Paso  Natural 
Gas,  considering  transporting  lique- 
fied natural  gas    (LNG)    from  over- 


seas. The  only  trouble,  says  O'Shields, 
is  this:  "These  supply  methods  all  in- 
volve landing  gas  in  our  systems  at 
costs  three  or  four  times  the  permitted 
regulated  cost  for  wellhead  gas." 

So  Panhandle  has  also  been  sharply 
accelerating  its  own  exploration  eftorts. 
Through  a  recent  agreement  with  the 
FPC,  a  new  Panhandle  subsidiary  will 
spend  some  $43  million  on  exploration 
in  the  next  five  years.  In  rettirn,  the 
FPC  will  allow  some  540  of  Panhan- 
dle's own  producing  wells  to  charge 
the  going  area  rates  for  their  gas 
rather  than  so-called  "cost-of-service" 
rates— that  is,  rates  based  on  what  the 
wells  cost  back  in  days  when  gas  was 
vastly  cheaper  and  easier  to  find.  Fur- 
ther, Panhandle  is  taking  part  in  sev- 
eral joint  projects  aimed  at  producing 
and  transporting  new  oftshore  gas. 

But  it  is  doubtful  whether  these 
eftorts  will  be  enough.  The  best  solu- 
tion, thinks  O'Shields,  is  to  deregulate 
all  new  gas  at  the  wellhead.  That 
way  the  business  of  owning  a  gas  well 
would  become  more  profitable,  which 
would  attract  the  new  risk  money 
needed  for  more  exploration.  "Even 
with  the  best  geologist's  report,"  he 
says,  "you  couldn't  borrow  the  money 
to  drill  a  well  today  without  putting 
up  your  own  assets  as  collateral." 

That  may  be  possible,  but  it  is  cer- 
tainly dangerous.  Nothing  could  be 
more  sure  of  putting  the  natural  gas 
industry  in  chains  permanently  than  a 
decontrol  episode  that  left  consumers 
burdened  both  with  higher  prices  and 
a  shortage.  But  regardless  of  what  the 
long-term  outcome  may  be.  Panhandle 
seems  to  be  planning  its  short-  to 
medium-term  strategy  with  consum- 
mate skill.  ■ 


Pipe  Dream?  Panhandle  Eastern  hopes  the  new  Stingray       Mexico,  will  help  ease  its  gas  supply  problems  in  Mid- 
pipeline    system,    f^xtending    far   out   into   the    Gulf   of       west  markets.  Next  step"!*  Finding  the  gas  to  fill  it  up. 


Throwing  Away  the  Rule  Book 

Combine  cronyism,  unexciting  businesses 
and  a  horror  of  debt,  and  what  do  you  get? 
That  rare  thing,  a  successful  conglomerate. 


A  DESCRIPTION  of  National  Service 
Industries  is  enough  to  turn  anybody 
off.  It's  a  conglomerate  of  the  most 
miscellaneous  sort,  a  collection  of 
some  of  the  least  interesting  businesses 
you  could  imagine:  It  makes  men's 
shirts,  dinette  furniture,  lighting  fix- 
tures, work  gloves,  envelopes;  rents 
furniture  and  towels  and  sheets;  sells 
sanitation  products.  It  is  Atlanta- 
based  and  at  least  a  little  parochial. 

But  before  you  turn  off,  consider 
this  record:  an  increase  in  earnings 
year  after  year,  even  during  last  year's 
recession;  a  return  of  20%  on  stock- 
holders' equity;  a  clean  balance  sheet, 
barely  10%  debt.  Cash  flow  is  running 
around  $30  million  a  year,  on  total 
capital  of  about  $140  million,  and 
this  collection  of  little  businesses 
has  a  total  market  value  of  more  than 
$400  million. 

Now  meet  the  dedicated  man  who 
runs  National.  Ei^win  Zaban  is  51.  He 
dropped  out  of  high  school  when  he 
was  15  to  work  in  his  father's  strug- 
gling janitorial  supplies  business.  ("I 
just  wanted  my  daddy  to  make  it  so 
bad,"  he  says.)  Zaban  has  a  hobby. 
His  hobby  is  business.  ("One  of  my 
big  kicks  is  showing  folks  my  charts.") 

Anyone  who  thinks  he  knows  all 
there  is  to  know  about  business  organi- 
zation will  get  quite  a  shock  from 
National  Services.  It  was  built  on 
cronyism.  The  Weinstein  family  of 
Atlanta  controlled  National  Linen 
Service  Corp.  In  1958  the  Justice  De-' 
partment  put  shaip  limits  on  Nation- 
al's expansion.  The  Weinsteins  decided 
to  diversify.  What  did  they  acquire? 
Zep  Manufacturing  Co.,  the  successor 
of  the  little  janitorial  supplies  com- 
pany, which  had  expanded  into  sell- 
ing cleaning  and  sanitation  products. 
Why  Zep?  Partly  at  least  because 
Erwin  Zaban  was  running  Zep,  and 
Erwin  and  Milton  Weinstein  were 
friends  and  onetime  neighbors.  Soon 
Zaban  ran  the  whole  company. 

The  next  acquisition  belonged  to 
another  friend  and  Atlanta  neighbor, 
David  Goldwasser.  He  brought  his 
envelope  company  into  the  fold.  In 
1968  Selig  Chemicals  of  Atlanta 
joined  the  growing  conglomerate.  The 
lighting  dwision,  now  doing  $60  mil- 
lion a  year,  was  brought  in  by  the 
Freeman  family  of  Atlanta  in  1969. 
All  of  the  families  knew  each  other 
socially  or  through  business  or  both. 
All  were  well  known  in  Atlanta's  Jew- 
ish community.  "Think  of  us  like  a 
mutual  fund,"  Zaban  says. 


Finally  Zaban  ran  out  of  friends  to 
acquire,  but  he  followed  the  same 
general  principles:  personal  compati- 
bility of  the  managements.  "Sometimes 
when  we're  negotiating  to  take  over  a 
company,"  he  says,  "1  just  get  the 
feeling  that  this  guy  isn't  going  to  fit 
into  our  group.  When  I  get  this  feel- 
ing, we  call  off  the  whole  deal." 

Zaban  goes  to  great  lengths  to  keep 
the  personal  touch  in  management. 
National's  latest  acquisition,  in  Au- 
gust, was  Block  Industries,  a  maker 
of  men's  shirts.  "Like  most  of  our  com- 
panies," says  Zaban,  "Block  isn't  very 
sophisticated.  It  was  a  family  busi- 
ness, but  doing  very  well.  So,  instead 
of  imposing  a  management  chart  on 
them,  we  interviewed  everybody  in 
the  business,  found  out  what  they  did 
and  made  up  a  chart  that  reflected 
the  actual  situation.  We  don't  want 
ever  to  kill  the  entrepreneurial  spirit." 

Cronyism  is  one  secret  to  National's 
success.   The  other  is  a  willingness. 


nay,  an  insistence,  to  stick  with  un- 
exciting businesses.  "I  don't  subscribe 
to  the  philosophy  that  identifies  fast- 
growing  industries  and  then  finds  a 
company  to  buy  there,"  Zaban  says. 
"That  way  we  stayed  away  from  elec- 
tronics, nursing  homes,  mobile  homes. 
We  want  solid,  profitable  companies 
in  areas  that  aren't  glamorous  but 
that  make  money." 

Pioneering  does  not  entice  Zaban: 
"A  young  businessman  came  to  me 
with  an  idea  to  start  up  a  chain  of 
health  food  stores.  1  told  him  I'd  rather 
wait  until  he  gets  50  stores  and  then 
pay  him  more  for  them.  We're  not 
venture-oriented.  We  don't  believe  in 
synergism." 

Why  the  shirt  business?  Answers 
Zaban:  "When  Block  first  came  to 
us,  1  said  the  same  thing  you  did: 
'The  shirt  business?'  But  they  were 
earning  significantly  more  on  sales 
than  anyone  else  in  the  garment  busi- 
ness, who  were  earning  2%  or  3%." 
Before  buying  Block,  says  Zaban,  "we 
made  85  field  calls  to  customers  and 
to  lost  customers.  We  studied  the 
company  for  six  months." 

Unlike  many  conglomerators  before 
him,  Zaban  shows  no  signs  of  begin- 
ning to  believe  in  his  own  infallibility: 


Diriy  Work.  That's  bow  Nafional  Service's  Erwin  Zaban  (left)  and  Mil- 
ion  Weinstein  began— Zaban  in  cleaning  chemicals,  Weinstein  in  laundry. 
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Seagram  Distillers  Company,  New  York,  N.Y.  90  Proof.  Distilled  Dry  Gin.  Distilled  from  American  Grain. 


Omaha-Southeast  Nebraska 
you're  in  the  "Middle  of  Everywhere" 


We  provide  total  site  services  The  kind  you  d  expect 
from  a  Midwesterner  We  have  the  information,  including 
community  studies,  maps,  aerials,  utility  data,  and  all  the 
other  things  needed  to  answer  your  queries  about 
plant  sites 

Total  site  service  involvement  is  the  only  way  we 
know  to  attract  new  industry.  So  let  us  know  your  require- 
ments, and  we'll  be  happy  to  work  up  a  comprehensive 
study.  We  wilt  be  back  to  you  with  data  on  manpower, 
growtii  trends,  taxes,  transportation,  raw  materials,  ser- 
vices, wages,  waste  disposal,  financing,  climate,  educa- 
tion, housing,  zoning  and  energy 

Omaha-Southeast  Nebraska  is  centrally  located  to 
provide  better  service  to  major  markets,  and  it's  only  2% 
jet  hours  from  either  coast.  Write  for  our  new  4-color 
folder  and  site  service  request  today 


Omaha  Public  Power  District 

Area  Development  Department -1623  Harney  Street 
Omaha,  Nebraska  68102   (402)  341-3100  Ext.  292 
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"We  aren't  interested  in  companies 
with  a  low  return  on  equity,  thinking 
we  can  turn  them  around.  We  don't 
want  companies  tliat  have  to  have  a 
lot  of  capital  or  companies  where  we 
have  to  supply  the  management  be- 
cause the  management  wants  to  get 
out."  Interestingly,  most  of  National's 
businesses  are  such  that  if  they  went 
bad.  National  could  liquidate  and  get 
out  with  minimal  losses.  There  are  no 
areas  in  National  that  could  provide 
crushing  surprises,  the  kind  of  blood- 
bath that,  say,  Boise  Cascade  took  in 
land  development.  The  original  linen 
business  is  still  National's  largest: 
about  405?  of  \olume  and  a  bit  better 
than  50?  of  profits.  No  other  division 
contributes  more  than  16%  of  total 
sales  volume. 

Millionaires'  Row 

Although  National  has  never  been 
a  hot  stock,  it  has  done  well.  Today 
there  are  probably  20-25  stock  mar- 
ket millionaires  among  National's  top 
management,  many  of  them  merely 
small  businessmen  a  few  years  ago. 
This  does  wonders  for  harmony  with- 
in the  company.  "We  end  up,"  says 
Zaban,  "with  two  kinds  of  guys  run- 
ning our  divisions.  One  is  the  original 
owner  of  the  business.  The  others  are 
the  second-  and  third-le\el  guys.  The 
second  group  is  easy  to  motivate  be- 
cause we  offer  them  a  chance  to 
make  mone\'  they  never  dreamed  of 
—why  I've  got  a  fellow  who  made 
•S42,()0()  in  salary  last  year  and  got  a 
$46,000  bonus  on  top  of  it.  As  for 
the  first  group,  well,  they'\e  got  the 
same  stock  ownership  in  the  overall 
company  that  I  do." 

National's  earnings  growth  looks 
(|uite  .solid.  None  of  it  was  done  with 
leverage.  Pointing  to  his  simple  bal- 
ance sheet,  Zaban  say.s:  "There  has 
been  a  lot  of  criticism  about  con- 
glomerates, that  they  use  funny  mon- 
e\.  We  ilon't.  We  almost  always  pay 
in  stock.  The  .sellers  may  not  get  the 
top  price,  but  they  know  they're  get- 
ting a  solid  stock  and  joining  a  good 
outfit."  Debt?  "Not  as  long  as  I  have 
my  money  in  this  company." 

Can  Erwin  Zaban  keep  it  np?  In 
the  fiscal  year  that  ended  in  August, 
the  company  did  just  short  of  $400 
million;  witliin  two  years  it  expects 
to  be  grossing  $500  million.  Along 
the  way  tliere  are  sure  to  be  growing 
pains,  for  the  perils  are  many  in  con- 
glomeration. Rut  so  long  as  Zaban 
remains  hardnosed,  so  long  as  he 
prefers  profits  to  gUnnour,  realisnj  to 
heroism.  National  should  remain  thai 
rare  thing— a  successful  eonglomerale. 
Tlie  big  hazard  is  Stardust. 

Will  Zaban  get  slany-eyed  at  his 
success?  Pondering  the  question,  he 
answers:  "We  are  what  we  are."  ■ 
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Starting 
now, 

a  lot  of  kids' 
sleepwear  will 

be  tagged 
^Tlammabler 

Our  tag 

makes  better 

sense. 


We're  sure  the  "Flammable"  tags 
won't  help  sales.  And  we're  just  as 
sure  our  tag  will. 

It  says  the  fabric  is  made  of 
Monsanto's  new  SEF®  modacrylic 
fiber.  Properly  constructed  fabrics 
of  SEF  consistently  meet  the  new 
Federal  flammability  standards 
and  are  so  good  that  they'll  actually 
extinguish  themselves  when  the 
source  of  ignition  is  removed. 
Our  tag  alk)  says  that  the  garment  is  Wear-Dated® 
And  that  means  a  guarantee*consumers  have  learned  to  trust. 
What's  more,  fabrics  of  SEF  are  as  soft  as  they  are  safe^, 
and  resist  stains  and  fading. 

.  Children's  sleepwear  is  the  first  use  of  SEF,  but  it's 
obvious  that  there  are  many  important  applications  to  come. 
SEF  is  the  newest  in  the  growing  collection  of  products 
to  help  fight  fire  from  HflonSantO: 

the  science 
company. 


FOR  MORE  INFORMATION 

ABOUT  MONSANTO'S  TEXTILE  PRODUCTS 

WRITE  MS3,  MONSANTO  COMPANY 

eOO  N  LINDBERGH  BLVD 

STLOUIS.  MO  63166 


*Wear-Dated  garments  are  guaranteed  for  one  /ull  year's  normal  wear, 
refund  or  replacement  when  returned  with  tag  and  sales  slip  to  Monsanto. 


The  companies  of  Citicorp 

wlierever  in  tlie  world 

need  money. 


! 


GET  A  POUND  OF  POUNDS-at  the  offices 
of  Citibank  Money  Shops,  currently 
numbering  about  40.  This  fast-growing 
consumer  finance  operation  is  providing 
innovative  personal  loan  services  to  the 
British.  All  under  the  Citicorp  umbrella. 


Whether  you  operate  in 
Brooklyn  or  Bogota— and 
whether  youVe  a  businessman 
or  consumer— there's  prob- 
ably a  subsidiary  company 
of  First  National  City 
Corporation  that  can  help  you. 
The  companies  of  Citicorp  offer  an 
enormous  range  of  financial  services — 
wider  even  than  that  of  a  great  bank.  And 
today,  Citicorp,  through  its  subsidiaries  and  affiliates,  is  making 
more  and  more  of  these  services  available  around  the  globe.  For 
example,  several  subsidiaries  of  Citicorp  are  bringing  sophisti- 
cated leasing  techniques  to  hundreds  of  companies  on  six  conti- 
nents. Other  Citicorp  companies 
are  providing  both  short-  and 
long-term  capital  to 
construction  projects 
all  over  the  world. 
And  there  are 


SHELTERING  A  BOOM.  The  world  popu- 
lation boom  means  a  world  shelter 
boom.  Citicorp  companies  are  helping 
to  provide  just  that.  Among  them: 
Advance  Mortgage,  Citicorp  Realty 
Consultants,  and  Citibank  and  its 
many  affiliates. 


C 


..*L 


hundreds  more 

examples  from 

hundreds  of  places. 

In  everything  from  factoring 

to  venture  capital.  And  in  the 

innovative  kind  of  banking  practiced  at 

First  National  City  Bank:  the  largest  in  New  York— 

and  the  leader  in  world-wide  banking.  Fact  is, 

the  Citicorp  companies  help  make  money 

do  more  for  people— just  about  everyplace. 

The  mission  of  the  subsidiaries  of  Citicorp:  to  grow  by 
supplying  an  in- 
creasing number 
of  financial 
services  to  more 
and  more  people 
and  companies  — 
throughout  the 
U.S.  and  around 
the  world. 


SUBSIDIARY  COMPANIES  OF  CITICORP 


ADVANCE  MORTGAGE  CORPORA- 
TION. A  leading  originator  and  servicer 
of  residential  and  commercial  mortgages 
for  hundreds  of  institutional  investors. 

CITICORP  REALTY  CONSULTANTS, 
INC.  Provides  a  broad  range  of  real 
estate  appraisal  and  project  planning 
services. 

CRESAP,  McCORMICK  AND  PAGET 
INC.  Performs  management  consulting 
services  for  commerce,  industry  and  the 
public  sector,  worldwide. 

CITICORP  VENTURE  CAPITAL  LTD. 

Provides  venture  capital  as  well  as  long- 
term  equity  financing  to  growing  busi- 
nesses. 

TRANSACTION  TECHNOLOGY  INC. 

Developer  of  advanced  systems  for  the 
payment  mechanisms  of  the  future. 


CITICORP  SERVICES,  INC.  Makes 
First  National  City  Travelers  Checks 
available  to  users  around  the  world 
through  tens  of  thousands  of  banks. 

CITICORP  FACTORS,  INC.  Provides 
business  with  full  credit  protection  and 
collection  services  as  well  as  working  capi- 
tal through  accounts  receivable  financing 
and  factoring. 

CITICORP  COMMUNITY  DEVELOP- 
MENT, INC.  Equity  investments,  loans 
and  technical  assistance  for  low  and  mid- 
dle income  housing  and  related  facilities 
in  New  York  City. 

CITICORP  LEASING,  INC.  and  CITI- 
CORP LEASING  INTERNATIONAL, 
INC.  The  world's  largest  leasing  organi- 
zation, able  to  handle  almost  any  equip- 
ment leasing  transaction. 


And 
FIRST  NATIONAL  CITY  BANK.  Citibank  is  one  of  the  world's 
leading  banks  with  branches,  subsidiaries  and  affiliates  in  90  countries. 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  Yor^  N. Y.  10022 


Cinderella 

Tired  of  sitting  by  the  fire,  Boise  Cascade  rubbed  the 
magic  slipper.  Voila!  Synergism,  free-form  management 
and  programmed  growth.  But  the  magic  coach  is  a  pumpkin 
again    and  poor    Cinderella    has    one    foot   in    the    grave. 


From  riches  to  rags  is  the  common 
fate  of  many  a  high-flying  conglom- 
erate of  the  Sixties.  In  the  case  of 
Boise  Cascade  Corp.,  Boise  could  end 
up  losing  its  rags  as  well  as  its  riches. 

Boise  Cascade  is  in  the  hands  of 
its  bankers  and  insurance  companies 
right  now.  Which  means  that  the 
emphasis  is  not  on  restoring  Boise's 
long-run  growth  and  profitability, 
but  rather  on  bailing  out  the  credit- 
ors' billion-dollar-plus  investment. 

It  was  the  bankers  who  forced 
Boise  to  swallow  a  $200-miUion  write- 
oflf  last  summer,  its  second  in  two 
years,  which  doesn't  include  a  "sud- 
den" operating  loss  of  $37  million  in 
the  fourth  quarter  of  last  year.  It  was 
they  who  four  weeks  ago  forced  out 
former  chief  executive  ofiBcer  Robert 
Hansberger,  who  had  put  together 
three  smallish  lumber  companies  in 
1957  and  built  them  via  acqmsition 
into  a  $1.8-billion  forest  products  and 
"recreation"  conglomerate.  It  was  they 
who  dictated  that  Boise  raise  $200 
million  by  selling  oflF  assets  in  order 
to  reduce  its  gargantuan  debt  load— a 
surgical  exercise  that  is  currently  con- 
suming almost  all  of  the  time  of  Hans- 
berger's  successor  and  long-time  right- 
hand  man,  John  Fery. 

It  is  no  wonder  the  bankers  are 
worried.  Boise's  extensive  recreation- 
al land  operations  in  California  and 
elsewhere  have  been  inundated  with 
lawsuits,  brought  both  by  environ- 
mentalists and  by  unhappy  customers. 
Delinquent  receivables  from  these  op- 
erations are  mounting.  Not  counting 
this  year's  huge  write-off,  Boise  was 
able  to  earn  only  $14  million  (90 
cents  per  share)  for  the  first  nine 
months  of  1972  on  revenues  of  $1.1 
billion.  And  that  during  a  strong  up- 
swing in  its  forest  products  business. 
What  a  letdown!  Only  three  years  ago 
Boise  was  reporting  to  stockholders 
earnings  of  $70  million  and  more. 
Now,  as  the  write-offs  suggest,  the 
earnings  were  never  really  there. 

In  building  the  edifice  on  which 
to  mount  its  erstwhile  fancy  earnings, 
Boise  had  gone  hugely  into  debt.  It 
now  owes  $1  billion.  There  is  an- 
other $400  million-$500  million  in 
lease  agreements  that  doesn't  show 
up  on  the  balance  sheet,  but  must 
be  paid  all  the  same. 

Boise's  equity,  meantime,  after 
last  summer's  $200-million  write-off, 
stands  at  only  around  $600  million. 


Incredibly,  some  observers  don't  rule 
out  more  write-offs,  upwards  of  $100 
million.  "It  wouldn't  surprise  me,"  says 
a  knowledgeable  outsider. 

The  straits  Boise  is  in  can  be  best 
seen  in  the  way  it  is  selling  off  assets. 
Recently,  it  sold  its  mobile  home  and 
recreational  vehicle  business  to  Ben- 
dix  for  $68  million  cash.  According 
to  the  announcement,  those  businesses 
earned  $9  million  pretax  last  year. 
Assuming  the  proceeds  are  used  to 
cut  debt,  there  is  no  way  that  the 
interest  saved  thereby  would  match 
$9  million.  In  trouble,  Boise  is  forced 
to  sell  good  assets  to  save  the  bad. 

Boise  has  also  been  selling  off 
pieces  of  its  on-site  housing  business 
— vmannounced  publicly— at  what  one 
industry  source  says  are  "fire  sale 
prices."  Projects  in  New  Jersey  have 
been  sold  to  Kaufman  &  Broad,  a  Los 
Angeles-based  housing  producer.  Lar- 
win,  the  land  developer-builder  sub- 
sidiary of  CNA,  fairly  leapt  at  the 
chance  to  buy  up  a  Boise  project  in 
Pennsylvania's  Pocono  area  and  Boise 
land  sites  in  Chicago. 

Boise's  troubles  don't  end  there.  It 
has  $237  million  worth  of  Latin 
American  bonds,  acquired  in  the 
Ebasco  merger  in  1969,  that  are  il- 
liquid, including  $75  million  of  Chil- 
ean bonds.  This  year,  for  political  rea- 
sons, Boise  sold  two  Latin  American 
utilities  at  prices  below  book  value. 
Which  is  why  Boise  had  to  use  $50 
million  of  last  summer's  write-off  to 
beef  up  its  Latin  American  reserves. 
(The  other  $150  million  was  applied 
against  its  real  estate  operations. ) 

Not  surprisingly,  Boise's  stock  has 
fallen  from  a  1969  high  of  75  to  a 
1972  low  of  9.  It  is  now  selling  at 
12,  which  may  still  be  overpriced. 

Can  Boise  avoid  following  the  Penn 
Central  into  the  corporate  graveyard? 
Maybe.  Maybe  not. 

In  the  Sixties,  Boise  had  made  sev- 
eral good  acquisitions  in  its  basic 
business— lumber  and  building  mate- 
rials, paper  and  packaging.  But  in 
the  Sixties,  the  name  of  the  game  was 
growth  in  earnings  per  share.  Boise 
had  grown  tremendously  since  1957. 
But  how  to  keep  growing  in  the  busi- 
ness of  trees  and  papers?  Boise 
would  diversify  via  acquisition.  And 
there  lay  its  undoing. 

It  did  all  the  fashionable  things. 
It  plunged  into  real  estate  and  hous- 
ing,   especially   recreational    housing. 


making  a  batch  of  acquisitions  be- 
tween 1966-69.  It  also  bought  Divco- 
Wayne,  the  largest  producer  in  the 
fast-growing  mobile  homes  industry- 
recreation  again.  And  there  were 
Princess  Cruises,  a  charter  pleasure 
cruise  operation,  and  CRM,  the  pub- 
lisher of  Psychology  Today  magazine. 
Boise  went  into  urban  renewal,  a  joint 
venture  it  wrote  off  last  year  at  $44 
million.  Boise  also  tried— unsuccess- 
fully—modular  housing.  Robert  Hans- 
berger would  wax  eloquent  describ- 
ing and  defending  his  hodge-podge. 
"We  are  a  conglomeration  of  related 
activities.  From  the  outside  we  may 
look  like  a  conglomeration.  But  the 
process  is  certainly  not.  Today,  we 
are  an  idea  company,  with  the  only 
limitation  being  that  we  engage  in 
things  that  have  a  definite  relation  to 
something  in  which  the  company  has 
experience." 

The  climax  to  all  this  came  in  1969 
when  Boise  acquired  Ebasco  Indus- 
tries. The  reason  for  the  acquisition, 
which  seemed  rather  afield  even  for 
Boi.se,  was  simple:  Boi.se  was  getting 
heavily  into  the  development  of  rec- 
reational communities.  That  meant 
huge  front-end  expenditures  for  things 
like  roads,  sewers,  golf  courses  and 
other  facilities.  So  Boi.se  needed  mon- 
ey, and  Ebasco  .seemed  to  have  it.  In 
addition  to  several  heavy  construction 
companies,  Ebasco  had  four  profit- 
able Latin  American  utilities,  nearly 
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$300  million  of  Latin  bonds,  market- 
able securities  worth  over  $50  million 
and  nearly  $80  million  of  U.S.  cash 
and  short-term  securities.  Said  Hans- 
berger  about  the  Ebasco  merger,  "We 
have  a  huge  inventory  of  high-return 
projects  that  we've  been  waiting  for 
cash  to  go  into." 

Mangled  Management 

But  in  these  "high-return"  projects, 
Boise  needed  management  as  much 
as  money.  Take  Divco- Wayne.  At  the 
time  of  its  acquisition,  it  was  the  No. 
One  producer  of  mobile  homes  in  the 
U.S.  But  its  two  top  people  left  with- 
in months,  and  Divco  began  making 
mistakes.  In  1967  mobile  home  de- 
liveries were  no  better  than  in  1966. 
Unlike  several  other  producers,  such 
as  Skyline,  Boise  therefore  decided 
against  increasing  capacity.  Deliveries 
proceeded  to  double  by  1970.  Where- 
upon, Boise  increased  capacity  by 
80%;  in  1971,  sales  were  flat  again. 
When  Boise  was  finally  moving  its 
product  line  into  low-priced  models, 
others  were  upgrading. 

Or  take  Princess  Cruises.  Boise 
bought  it  in  1968  for  approximately 
$10  million  in  stock.  At  the  time. 
Princess  sold  its  cruises  through  in- 
dependent travel  agencies.  Boise 
thought  it  could  do  the  job  on  its 
own  through  its  own  mailings.  It 
couldn't.  During  1968  Princess  earned 
$465,000.  In  1970  it  lost  $2.5  mil- 
lion, and  Boise  sold  it  off. 

Such  booboos,  and  there  were 
others,  were  bearable,  though  costly. 
It  was  recreational  real  estate  that 
put  Boise  on  the  ropes. 

Why  did  Boise  go  so  deeply  into 
real  estate  so  fast?  The  answer  is 
simple:  In  the  world  of  real  estate 
accounting,  profits  can  often  be  what 
you  say  they  are.  Boise  wanted  those 
earnings  per  share. 

In  real  estate  accounting,  sales  and 
profits  are  booked  the  year  in  which 
they're  sold— even  though  the  money 
may  not  be  collected  for  several  years. 
How  are  profits  determined?  The  land 
developer  estimates  his  future  de- 
velopment costs  and  prorates  them. 

Like  many  land  developers,  Boise 
underestimated  its  future  costs.  Thus, 
many  paper  profits  disappeared. 

"It's  sort  of  a  shell  game,"  says  an 
analyst.  "Only  the  sheriff  arrived." 
Actually,  there  were  several  sheriffs, 
including  environmentalism,  the  1969- 
70  recession  and  the  state  of  Cali- 
fornia. Boi^e  had  little  control  over  its 
sales  force,  which  wasn't  above  using 
questionable  tactics  to  make  sales, 
such  as  promising  extra  golf  courses, 
fabulous  investment  profits,  or  saying 
that  an  interstate  highway  would 
be  built  nearby.  As  complaints  and 
suits  from  Boise  buyers  proliferated. 


Come  to  where 
the  POWER  is... 

QUEBEC! 

If  you  think  that  the  ever-spiraling  cost  of  energy  is  a 
necessary  part  of  doing  business  today,  think  again  . . . 
THINK  QUEBEC.  To  competitive  business,  the  need  for 
plentiful  Power  at  common-sense  rates  is  not  just  impor- 
tant —  it's  basic;  and  yet,  the  availability  of  Power  is  no 
one's  inalienable  right.  Nature  favors  some  areas  more 
than  others. 

To  serve  industry,  TODAY'S  QUEBEC  offers  an  abun- 
dance of  Power,  plus  a  potential  for  tomorrow  unequalled 
in  North  America.  And  Quebec's  Power  is  virtually  100% 
hydro-electric,  which  means  cleaner  Power  at  stable, 
economical  rates. 

But  Power's  not  the  only  story.  Quebec  also  offers  a  full 
range  of  choice  industrial  sites,  a  highly-skilled  labor 
force  and  unexcelled  transportation  facilities  by  water, 
rail  and  air.  If  the  area  in  which  you  are  presently  located 
or  contemplating  is  not  as  fortunate,  then  Come  to  where 
the  Power  is  . . .  COME  TO  QUEBEC! 


For  more  information  call  or  write  to: 
L.  Roger  Deniger, 
Industrial  Development  Dept,, 
HYDRO-QUEBEC, 
75  Dorchester  Blvd.  West., 
Montreal,  Quebec,  Canada. 
Tel:  (514)  875-4311 
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HEY,  D'ARCY-MAC  MANUS 


Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  more  than 
twice  as  many  corporate  off  leers  read  FORBES 
regularly  as  read  NEWSWEEK  and  U.S.  NEWS 
&  WORLD  REPORT  combined. 

Source:  Erdos  ond  Morgan,  Inc.  6/7], 
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Because  executive  and  prO" 
fessional  men  and  women 
sometimes  need  a  personal 
loan,  too .  •  • 

Now 

you  can  borrow 
n,500  to  $25,000  in 
absolute  confidence 

entirely  by  mail. 


No  collateral,  no  time  consuming  inter- 
view, no  embarrassment.  Rates  about 
the  same  as  most  revolving  charge 
accounts.  Repay  in  convenient  low 
monthly  sums.  This  popular  method  of 
obtaining  cash  by  mail  is  currently  be- 
ing utilized  by  prominent  and  busy 
individuals  who  desire  fast 
confidential  service,  conve- 
niently at  home  or  office. 
Offered  by  a  subsidiary  of 
one  of  America's  most  re- 
spected financial  insti- 
tutions. For  immediate 
details  (no  one  will 
call),  write... 

Associates  Financial  Services  Corp. 
Suite  183, 1030  E.  Jefferson  Blvd., 

South  Bend,  Indiana  46617 

or  call  Mr.  Charles  Papas  collect  at 

219/232-2097 
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Securities  J;^ecorder 

COMnni  DHAILS  OF  IVUT 

SICURITY  YOU  OWN. 
rOR  INCOMI  TAX  -  AS  A  OIFT 

Cover  of  Elegant  Brown  Leatherette 
3  RING.  NICKEL,  LOOSE  LEAF  BINDER  wrfH 
TRIGGER.  ADJUSTABLE  ALPHABETICAL  TABS 


10''x6V4 
only  $495 
PotUgt  (Mid 


Each  pog*,  86  in  all,  deilgned  to  cover  •very 
detail  of  Purchaiei  &  Sales,  Dates,  Profit  and 
Losses,  Dividends,  etc  Each  page  allows  thre* 
transactions  in  some  stock.  Takes  but  a  moment 
to  fill  in.  Pages  in  back  of  book  for  Annual 
Summaries  of  Profit  and  Loss,  Short  or  Long 
Term,  Dividends,  etc,  etc  Mokes  tax  easy, 
quick  and  accurate. 


F« 


FRANKLIN  X.  McCORMICK,  INC, 

104  E.  Mason 

MllwaukM,  WlKoniln  53202 

Kindly  send  me copies  of  "The  SecurltlM 

Recorder."  Enck>sed  ♦■'"i 

NAME 

ADDRESS 

CITY 


_ZIP_ 


-STATE- 


f?oberf  Hansberger  (right)  made  a  special  effort  to  bring  in  "bright 
young  tigers."  One  of  them  was  John  Fery  (left),  42,  who  replaced  Hans- 
berger last  month.  Fery's  expertise  lies  in  forest  products,  which  is  where 
Boise's  future  lies— assuming  Fery  can  save  it  from  its  present  troubles. 


California  stepped  in  last  year  with  a 
suit  and  Boise  halted  its  selling. 

By  the  end  of  1970  Boise  was  ex- 
periencing one  of  the  worst  delin- 
quency rates  in  the  industry  as  well, 
a  situation  not  helped  by  the  fact  that 
an  estimated  5%  of  all  its  sales  were 
to  its  own  salesmen  speculating  on 
quick  profits. 

Last  year  the  write-offs  started,  and 
early  this  year  Boise  announced  it  was 
getting  out  of  the  business. 

Alas,  the  troubles  don't  end.  Real 
estate  can  be  one  of  the  most  difficult 
businesses  to  pull  out  of.  Boise  must 
still  fulfill  its  contractual  obligations 
on  its  numerous  projects,  or  the  re- 
ceivables disappear.  With  sales 
stalled,  Boise  would  have  to  mount 
another  sales  campaign  to  sell  remain- 
ing lots.  If  a  buyer  sees  no  neighbors 
in  his  residential  or  recreational  com- 
munity, he  might  stop  payments. 

Sell  it  wholesale?  But,  says  a  for- 
mer Boise  real  estate  executive,  "that's 
difficult  because  there  are  so  many 
projects,  so  many  different  customers. 
And  it's  all  mixed  up  in  the  ecology 
issue  and  lawsuits."  Optimists  say 
Boise  could  be  out  of  the  business  in 
two  years.  Others  say  five,  or  more. 

Can  Boise  survive? 

There  are  still  some  valuable  as- 
sets: R.C.  Can  (a  maker  of  fiberfoil 
cans),  Kingsbury  Homes,  Ebasco  Ser- 
vices and  the  building  materials  dis- 
tribution outlets.  And,  of  course,  the 
basic  businesses  remain. 
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Those  businesses  are  still  profit- 
able. Moreover,  Boise  has  an  annual 
depreciation  and  depletion  charge  of 
some  $50  million.  And  if  worse  comes 
to  worst,  Boise  can  always  sell  some 
of  its  paper  mills  and  timberland, 
lands  that  are  understated  on  the 
balance  sheet. 

Of  course,  all  this  assumes  there 
will  be  no  more  real  estate  disas- 
ters, that  Boise  can  get  out  of  real  es- 
tate within  a  few  years. 

But  the  future  is  not  bright.  There 
will  be  no  quick  turnaround.  At  best, 
Boise  will  be  only  an  average  com- 
pany in  a  mature,  cyclical  industry. 
"This  industry  is  a  child  of  the  eco- 
nomic cycle,"  says  Larry  Harris  III, 
analyst  for  C.  J.  Lawrence.  More  im- 
portant, it  won't  be  able  to  spend 
much  money  on  improvements  or  ex- 
pansion or  diversification.  Almost  ev- 
ery spare  dollar  will  have  to  go  to- 
ward reducing  its  debt.  Then,  too, 
forest  products  are  now  on  the  up- 
swing. What  happens  to  Boise  in  the 
next  down  cycle? 

Not  surprisingly,  John  Fery  is  mak- 
ing no  statements  about  the  future.  A 
wise  policy  under  the  circumstances. 
Said  his  predecessor  in  mid- 1969: 
"We  have  a  tough  objective— 
20%  compounded— and  it  keeps  us 
lean  and  hungry  each  year."  Only 
months  later  Robert  Hansberger  told 
analysts:  "Well,  I  guess  we  did  say 
that.  But  we  don't  come  before  you 
with  charts  anymore."  ■ 
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Last  year  we  did  a  billion  dollars 
¥iorth  of  banking  over  the  counter; 
The  grocery  counter. 


One  of  our  companies,  Travelers 
Express,  sells  money  orders  in 
supermarkets. 

Last  year,  the  dollar  volume 
exceeded  one  billion  dollars. 
More  than  was  spent  on  coffee. 

More  than  was  spent  on 
ready-to-eat  cereals.  By  making 
it  as  easy  to  ''bank"  as  it  is  to 
buy  a  loaf  of  bread.  Travelers 
Express  fulfills  a  basic  need  for 
millions  of  Americans. 

Financial  Services— just  one  of 
the  many  ways  we're  meeting 
people's  needs. 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


9 

MONEY  ORDERS  •   TECHNICAL  MANPOWER  SERVICES   •  OFFICE  HELP  •  EXHIBIT  &  DESIGN  SERVICES  •  GROCERY  PRODUCTS  •  HOUSEHOLD  PRODUCTS 
PERSONAL  CARE  PRODUCTS  -MEAT  AND  POULTRY  PRODUCTS  •  AIRCRAFT  SERVICING  •   INTERCITY  TRANSPORTATION  •  PACKAGE  EXPRESS  •  MOVING  AND  STORAGE 
LEASING  &  FINANCIAL  •  COMPUTER  LEASING  AND  SERVICE  •  SIGHTSEEING  TOURS  •  CUSTOMS  BROKERAGE  •  INSURANCE  •  RENT-A-CARS  •  FOOD  MANAGEMENT  SERVICE 
RESTAURANTS  •  BUS  MANUFACTURING  •  AIRPORT  TRANSPORTATION  •  DUTY-FREE  SHOPS  •  PHARMACEUTICALS  •  TOUR  PLANNING  AND  WHOLESALING 
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Some  people  buy  Cadillacs 
for  reasons  of  prestige.  No  other 
car  is  more  universally  admired. 

Some  buy  Cadillacs  because  of  comfort. 

They  like  its  roominess, 

soft  seating,  that  great  Cadillac  ride. 


But  the  real  reason 
—the  reason  that  might  surprise  you— 
is  that  most  people  buy  a  Cadillac  for  what  it  represents 
in  value.  They  figure  that  for  not  too  many 
dollars  more  they  get  a  lot  more  car. 
Plus  the  Cadillac  name  and  what  that  means 
*     in  quality,  dependability  and  driving  peace 
of  mind.  Plus  Cadillac  resale  value  that  is 
traditionally  the  highest  of  any  car  built  in  the  land. 
Plus  Cadillac  service— the  pride  of  the  men 
who  sell  and  service  the  car  of  cars 
shows  in  the  quality  of  their  work. 

If  you  add  it  all  up— what  you  get 

out  of  a  Cadillac  now  and  what  you  get  when 

you  trade  it— you  could  be  in 

for  a  very  pleasant  surprise.  You  could 

be  in  for  a  Cadillac.  We  suggest  you 

visit  your  authorized  Cadillac  dealer  to 

discover  what  a  great  buy  the  great  car  really  is. 


A  SURPRISING  FACT 

ABOUT  SAFETY  PROGRAMS  . . . 

They're  working.  Traffic 
deaths  per  million  miles 
traveled  in  1971  were  the 
lowest  in  history.  But  we 
all  can  do  better.  Please  buckle  up,  and 
please  don't  drive  if  you've  been  drinking. 
Thank  you.  Cadillac  Motor  Car  Division. 
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lohn  Burd,  Bob  Damerjian  and  lay  Cavanaugh  in  the  Girard  Money  Center. 


They  keep  your  investments  on  an  even  keel- 


The  new  Girard  Money  Center  is  a  service  unlike  any 
other  in  the  world. 

We  specialize  in  short-term  investments 

Created  to  give  you  maximum  yield  from  investments 
large  or  small,  the  new  Girard  Money  Center  offers 
participation  in  markets  where  minimum  trading  sizes 
have  traditionally  been  $1  million  and  up. 

Through  Girard,  a  wide  variety  of  these  short-term 
vehicles  are  within  reach  of  your  telephone: 

•  re-purchase  agreements  •  state  and  municipal  bonds 

•  short-term    exempt    notes    •    certificates    of   deposit 

•  acceptances  •  documented  discount  notes  •  tax-free 
loans  •  federal  funds  •  participations. 


One  phone  call  service 

Our  three  modern  information  centers  are  within  a 
second's  reach  of  every  major  world  market.  Generally, 
your  investment  is  made,  recorded  and  earning  interest 
in  one  phone  call.  Girard's  proven  reputation  as  a  lead- 
ing bank  cuts  through  costly  red  tape  and  waiting 
periods. 

Total  flexibility 

You  tell  us  how  much  you  want  to  invest.  We  arrange  a 
custom-designed  program  for  exactly  that  amount.  To 
meet  legal  requirements,  we  can  mix  and  stagger  ma- 
turities in  a  wide  variety  of  combinations. 
The  Girard  Money  Center  is  never  too  busy  to  talk  to  a 
banker,  corporate  treasurer,  municipal  official  .  .  .  any- 
one with  money  to  invest.  Call  (215)  585-3136. 


Marketing  Department 

Girard  Bank,  3  Girard  Plaza,  Philadelphia,  PA  19101 

I'd  like  more  information  al^oul  the  Girard  Money  Center, 


NAME. 


.TITLE. 


COMPANY. 
ADDRESS_ 
CITY 


GIRARD  BANK 

PHIIADIIHUIA    •   lONDON    •    I'AKIS 

(, IRAKI)    IMtKNAIIONAI    BANK    •    M  W    >()KK 


STATE. 


.ZIP. 
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The  Money  Men 


A  Trickle  Now,  a  Flood  Later 


Our  giant  trade  deficit  with  Japan 
might  actually  be  good  for  our 
stock  market.  How  can  something 
bad  for  the  economy  be  good  for 
the  stock  market?  Bear  with  us 
while  we  tell  of  a  recent  session 
Forbes  had  with  Takahiro  Yama- 
uchi,  president  of  Daiwa  Securities, 
which  does  an  estimated  15%  of  all 
Japan's  brokerage  business. 

Yamauchi  predicts  that  by  the 
end  of  1975,  just  three  years  from 
now,  Japanese  investors,  chiefly  in- 
stitutional ones,  will  own  nearly 
$5  billion  worth  of  U.S.  stocks. 
Right  now  the  flow  of  Japanese 
money  into  U.S.  stocks  is  a  mere 
trickle,  and  the  total  holdings  prob- 
ably don't  exceed  $400  million.  If 
Yamauchi's  prediction  is  to  come 
true,  this  trickle  will  have  to  turn 
into  a  flood.  Japanese  will  have  to 
pour  an  average  of  $120  million  a 
month— net— into  U.S.  stocks.  To 
give  you  an  idea  how  much  money 
this  is,  $120  million  a  month  is 
about  half  of  what  the  mutual 
funds  were  buying  back  in  the 
happier  days  when  they  were  a 
bullish  rather  than  a  bearish  in- 
fluence on  the  market. 

What  has  this  to  do  with  the 
trade  deficit?  Simply  this: 

The  unbalanced  trade  situation 
is  almost  as  dangerous  for  the  Jap- 
anese as  it  is  for  us.  They  are  sell- 
ing us  nearly  twice  as  much  as  th^ 
are  buying  from  us.  This  years 
deficit  will  be  around  $3.5  billion. 


This  can't  go  on  much  longer.  Last 
year's  up-valuation  of  the  yen 
didn't  even  slow  the  trend.  Long- 
run,  the  Japanese  will  either  have 
to  buy  more  from  us  or  sell  us  less, 
especially  with  President  Nixon  on 
the  hook  for  election  promises  to 
improve  our  trade  balance. 

So  let's  say  they  speed  up  or- 
ders for  aircraft  that  they'd  buy 
anyway  and  maybe  stockpile  some 
raw  materials.  But  when  the  Jap- 
anese are  pressed  to  really  take 
down  trade  barriers  in  fields  like 
computers  or  agricultural  products, 
they  tend  to  draw  in  breath  and 
say  "very  difficult,"  which  is  the 
polite  Japanese  way  of  saying  "no." 

The  alternative  is  to  sell  us  less. 
But  where  would  they  divert  all 
those  Pentax  and  Panasonics,  Sei- 
kos  and  steel,  Toyotas  and  Toshi- 
bas?  To  Europe?  Fat  chance.  To 
China?  Consumer  Goods?  Forget 
it.  To  the  Third  World?  With  what 
would  the  Third  World  pay? 

So,  what  way  out?  Well,  why 
not  swap  steel  for  common  stocks? 
We  don't  mean  a  direct  swap,  but 
an  indirect  one.  As  the  dollars  pile 
up  in  the  Japanese  banking  system, 
Japanese  investors  would  simply  di- 
vert some  of  them  to  the  New  York 
and  other  stock  exchanges.  This 
isn't  quite  the  way  Daiwa  boss 
Yamauchi  explains  the  situation, 
but  this  is  the  real  gist  of  what  he 
said.  The  kind  of  money  Yamauchi 
talks  about  would  cut  the  gap  in 


our  balance  of  payments  by  almost 
half.  It  would  work  fast,  too. 

It  would  do  something  else  for 
the  Japanese.  The  dollars  piling  up 
in  Japan  find  their  way  into  the 
Japanese  banking  system,  contrib- 
ute to  inflationary  pressures.  The 
resulting  liquidity  of  the  banking 
system  has  helped  push  the  Tokyo 
stock  market  to  what  everybody, 
including  Yamauchi,  agrees  is  a 
worrisome  level:  4000  on  the  To- 
kyo Dow  Jones,  up  50%  in  a  year. 

So,  the  Japanese  are  coming  to 
Wall  Street.  But  when?  We've  al- 
ready had  hordes  of  Japanese  se- 
curity analysts  and  money  man- 
agers over  here.  The  Japanese  gov- 
ernment has  taken  off  all  the  re- 
strictions on  Japanese  investing 
here.  What  are  they  waiting  for? 

Chiefly,  says  Yamauchi,  they  are 
waiting  for  the  other  shoe  to  drop— 
for  the  next  upward  valuation  of 
the  yen,  which  would  make  U.S. 
stocks  cheaper  for  them. 

Now  Japan  is  not  quite  so  mo- 
nolithic a  society  that  people  will 
buy  U.S.  stocks  simply  because  the 
government  thinks  it  is  a  good  idea. 
The  investors  have  to  be  convinced 
the  move  is  good  for  them,  too.  At 
the  moment,  there  is  a  good  deal 
of  skepticism  in  Japan  about  the 
durability  of  U.S.  prosperity. 

Yamauchi  thinks  these  doubts 
will  be  overcome.  "Price/ earnings 
ratios  are  better  now  in  the  U.S.," 
he  said.  "The  Tokyo  Dow  Jones 
sells  at  24  times  earnings  vs.  about 
16  times  for  New  York."  His  own 
stock's    (Daiwa  Securities)    recent 


yamauchi  of  Daiwa  Securities 


theres  a  place  on  the 

beach  at  Boca  where 

you  can  buy  a  penthouse 

by  the  square  toot,. 


Mhitehall 

%l-%r    S  O  U  T  M 

at  Boca  Raton 


A  condominium  residence  on  the  Atlantic.  Come  share  our  traditions.  In  unchanged,  unjaded, 
unspoiled  Boca  Raton.  Penthouses  200  feet  above  the  beach.  Available  by  the  square  foot 
from  our  architect's  master  plan.  Ready  for  completion  to  your  specifications.  Also  2  and  3 
bedroom  apartments  in  the  twin  23-story  towers.  Brochures  available.  Model  exhibition  on 
site.  2800  South  Ocean  Boulevard,  Boca  Raton,   Florida  33432.  Phone  (305)   399-5022. 

M Created  and  developed  by  subsidiaries  of 
RADICE  REALTY  AND  CONSTRUCTION  CORP.,  AND  BMA  CORPORATION. 


This  ad  does  not  constitute  an  offer  m  those  states  where  an  offer  ciannot  be  made 


Facts  for  your  portfolio  on 


FERRO 


Ferro  Sets  Nine  Month 
Sales  and  Profit  Records 


•  Ferro  Corporation  consolidated  sales  were 
23%  above  the  first  nine  months  of  1971. 

•  Net  income  for  the  first  nine  months  of  1972 
was  72%  higher  than  1971, 


CONSOLIDATED  RESULTS 

(Thousands  of  dollars)  1972 

•  Net  Sales $151,056 


Nine  Months 
Ended  September  30 
1971 


•  Income  Before  Taxes 

•  Income  Taxes 

•  Net  Income 


•  Earnings  per  share  based  on 
average  shares  outstanding 


16,421 
7,096 
9,325 

$2.36 


$122,731 

10,028 

4,591 

5,437 

$1.50 


•  Ferro,  a  multinational  producer  of  specialty  materials  for  the  plastics  and 
ceramics  industries,  last  year  achieved  record  sales  of  $167.5  million  and 
record  earnings  of  $2.18  per  share. 

Write  for  our  latest  financial  data:       ^T^C*     ^_  ^^   ■■  ■■  f    *> 


Dept.  F-1115.  One  Erieview  Plaza, 
Cleveland,  Ohio  44114. 
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The  Money  Men 


P/E  ratio  was  24,  whereas  Merrill 
Lynch  sold  at  12  times  earnings. 

What  U.S.  stocks  does  Daiwa 
like?  Nothing  startling.  They  aren't 
the  hot  little  stocks  nor,  with  an 
exception  or  two,  the  high  P/Es. 
Fairly  standard  stuflF  like  IBM,  Gen- 
eral Electric,  Sears,  ITT  and  J.C. 
Penney. 

Does  the  prospective  flow  of  all 
these  dollars  back  into  the  U.S. 
presage  a  major  invasion  of  the 
U.S.  by  Japanese  brokerage  firms? 
No,  according  to  Daiwa's  Yama- 
uchi.  Daiwa  and  the  other  big  firms 
plan  channelling  most  of  their  or- 
ders through  U.S.  brokerage  firms 
—in  Daiwa's  case,  a  careful  spread 
of  firms.  What's  in  it,  then,  for 
Daiwa,  and  the  other  big  firms  like 
Nomura  and  Yamaichi  and  Nikko? 
The  answer  in  a  word:  reciprocity. 

"Harmoniously  balanced  com- 
petition" is  Yamauchi's  way  of  ex- 
pressing this  in  Japanese-style  En- 
glish. Which  means,  put  more 
bluntly,  that  each  side  cuts  the 
other  in.  Daiwa  expects  the  da\ 
will  come  when  the  Interest  Equal- 
ization Tax  is  removed  and  U.S. 
investment  money  can  flow  to  Ja- 
pan. Obviously,  reciprocity  would 
demand  that  the  Japanese  broker- 
age get  this  business.  And,  of 
course,  the  U.S.  financial  firms 
would  be  expected  to  help  their 
Japanese  counterparts  in  lining  up 
business  from  U.S.  companies  thai 
want  to  borrow  money  or  sell  stock 
in  Tokyo's  flush  money  market. 

So,  there  you  have  it:  a  kind  of 
swap  system.  Japan  continues  to 
ship  us  goods  and  we  pay  them 
in  part  in  U.S.  stocks.  A  sort  of  re- 
versal of  the  situation  that  occurred 
in  the  years  when  the  U.S.  was 
running  big  trade  surpluses  and 
taking  part  of  the  payoff  in  owner- 
ship of  foreign  companies.  A  rixal 
Japanese  broker  gues.ses  the  total 
will  only  be  about  half  as  high  as 
Yamauchi's  $5  billion,  but  $2.5  bil- 
lion i.sn't  hay. 

Will  the  Japanese  end  up  con- 
trolling much  of  U.S.  industry?  Not 
much  chance  of  that.  Five  billion 
dollars  in  U.S.  stocks— the  figure 
Yamauchi  mentioned— is  le.ss  than 
1%  of  the  market  value  of  all  U.S. 
publicly  held  corporations. 

It  may  sound  far-fetched,  but 
after  the  next  cle\aluati()n,  stocivs 
could  end  up  becoming  one  ot  our 
big  exports.  This  new  form  of  trade 
might  help  get  a  bull  market  stir- 
ring again  in  Wall  Street.  ■ 
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Our  package 
credentials 
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I't  shout, 


S' 


i\ 


We're  not  strictly  a  women's  book,  though  over  19 
million  women  read  TV  Guide  every  week. 

We're  not  strictly  a  homemaker's  book,  though  over 
16  million  homemakers  read  TV  Guide  every  week. 

And  we're  not  socked  in  with  recipes  every  week. 

So  how  come,  for  the  first  nine  months  of  this  year, 
TV  Guide  leads  all  magazines  in  ad  revenue  for  supermarket- 
distributed  products? 

Maybe  it's  because  our  readers  include  more  than  one- 
third  of  all  proven  new  product  buyers. 

Maybe  it's  because  our  readers  generally  include  more 
heavy  users  of  food  and  package  goods  than  any  women's  book. 

Maybe  it's  because  our  readers  consider  the  implica- 
tions of  television  to  be  essential  reading.  Not  just  the  pro- 
grams and  personalities,  but  the  enormous  overall  influence 
television  continues  to  have  on  our  lives  and  times. 

And  maybe  it's  because  an  ad  dollar 
buys  more  readership  here  than  in  Life,  Digest, 
or  any  of  the  women's  books,  just  about  every 
time. 

Is* that  loud  enough? 


TV 

GUIDE 


THIANGtE  PUBLICATIONS.  INC, 


Sell  with  the  one  that's  selling. 
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Sources:  Simmons,  PIB,  BRI,  Starch. 


We  Try  Harder 


What  it  lacks  in  assets,  Hoerner  Waldorf  makes  up  for  in  ingenuity. 


"In  the  paper  industry,  all  many 
companies  care  about  is  taking  the  tree 
to  the  bank,"  says  John  H.  Myers, 
62,  president  of  St.  Paul-based  Hoer- 
ner Waldorf  Corp.  Myers  is  referring 
to  tlie  widespread  belief  in  his  indus- 
try that  those  who  own  the  most  tim- 
ber reap  the  greatest  profits.  Also,  as 
in  the  oil  industry,  those  richest  in  raw 
materials  tend  to  neglect  manufactur- 
ing and  marketing.  "All  you  do  is  go 
out  and  get  rid  of  the  stuflE,"  is  how 
Myers  puts  it. 

But  there  are  exceptions  in  both 
industries,  individualists  who  have 
prospered  by  concentrating  on  those 
neglected  downstream  parts  of  the 
business.  Like  Ashland  Oil  (Forbes, 
Nov.l). 

And  like  Hoerner  Waldorf.  Until  re- 
cently, the  $275-million-sales  maker 
of  corrugated  and  folding  cartons  and 
paper  bags  owned  practically  no  trees. 
In  1968  it  acquired  Albemarle  Paper 
with  some  timberlands,  but  nowhere 
near  enough  to  meet  all  its  needs.  So 
it  must  still  make  do  with  timber 
bought  from  others  and  reclaimed  pa- 
per. Yet  Hoerner  Waldorf  has  tradi- 
tionally outperformed  much  of  its  in- 
dustry. Over  the  past  five  years  its 
10%  return  on  capital  ranked  it  fourth 
in  profitability  among  its  packaging 
competitors,  and  ahead  of  such  tim- 
ber-rich outfits  as  Crown  Zellerbach 
and  Georgia-Pacific. 

What   it   lacks    in    trees,    Hoerner 


Waldorf  makes  up  in  marketing  in- 
genuity. For  example,  its  incentive 
system,  which  Myers  says  is  unique  in 
the  industry.  Hoerner  Waldorf  sales- 
men get  only  a  nominal  salary.  Most 
of  their  pay  is  in  commissions  based 
on  the  profitability  of  their  orders  (as 
carefully  spelled  out  in  a  printed 
schedule)  rather  than  on  sales  volume, 
the  traditional  industry  practice. 

So  a  Hoerner  Waldorf  salesman  will 
chmb  over  his  customers'  production 
lines  looking  for  an  opportunity  to  sell 
higher-margined  boxes,  helping  them 
design  machinery  or  improve  their 
production  lines.  "We're  not  box  ped- 
dlers," says  Myers  proudly,  "we're  a 
service  organization." 

Bonuses  for  Results 

Hoerner  Waldorf's  mills  and  con- 
verting plants  operate  on  a  similar  in- 
centive scheme.  The  top  managers  in  a 
mill  can  earn  substantial  bonuses 
based  on  their  success  in  keeping  down 
costs  per  ton:  The  lower  the  cost,  the 
higher  the  bonus.  The  top  three  man- 
agers in  each  of  the  company's  46 
converting  plants  earn  their  bonuses 
for  profitability:  They  are  charged  for 
raw  materials  at  list  prices,  even 
though  Hoerner  Waldorf  may  buy 
them  at  a  discount  from  others,  and 
they  have  a  large  measure  of  autono- 
my in  deciding  what  business  to  ac- 
cept or  reject  and  how  many  shifts 
to  run.   Each   man's   performance  is 


measured  against  prior  years  and 
against  established  standards,  so  that 
in  a  year  like  last  year,  when  the  in- 
dustry as  a  whole  was  flat  on  its  back, 
individual  good  performers  still  got 
th^ir  rewards. 

It's  a  good  system,  but  it  has  its 
drawbacks.  It  makes  it  difficult  for 
Hoerner  Waldorf  to  acquire  other 
companies,  which  are  accustomed  to 
doing  things  differentiy.  A  particular 
problem  was  Albemarle  Paper,  bought 
for  $56  million  in  cash.  "It  has  been 
a  headache,"  Myers  grants. 

Asked  to  switch  to  an  incentive  sys- 
tem, many  of  Albemarle's  salesmen 
quit.  Myers  eventually  replaced  all 
three  of  Albemarle's  plant  managers. 
He  claims  that  the  acquisition  now  is 
meshing  nicely  with  the  rest  of  his 
organization.  From  a  marketing  point 
of  view,  eastern-based  Albemarle  was 
a  good  fit  with  mid  western-based 
Hoerner  Waldorf. 

With  this  year's  strong  recovery,  the 
combination  is  doing  very  well  indeed: 
Sales  in  the  fiscal  year  ended  Oct.  31 
were  up  by  10%,  earnings  by  40%,  and 
Hoerner  Waldorf  is  making  nearly  15% 
on  stockholders'  equity. 

In  Myers'  mind,  the  Albemarle  ac- 
quisition has  finally  answered  one  nag- 
ging question:  Can  Hoerner  Waldorf's 
management  techniques  be  applied  to 
outside  companies?  Having  decided 
that  the  answer  is  "yes,"  Myers  is 
busily  looking  for  more  acquisitions.  ■ 


Little  John 


Little  John  Myers  (he's  only 
five-feet-six)  counts  business  as 
only  one  of  his  many  interests.  He 
became  a  trumpet  buff  during  the 
49  months  he  spent  in  Southeast 
Asia  in  World  War  II,  where  he 
fought  in  New  Guinea  and  the  Phil- 
ippines and  rode  shotgun  on  sup- 
ply ships  (one  of  which  was  sunk). 
A  New  Guinea  patrol  to  silence 
Japanese  mortars  left  him  with  a 
clutch  of  medals  and  a  face  full  of 
shrapnel,  including  a  lip  that  need- 
ed extensive  plastic  surgery.  The 
doctor  advised  him  to  learn  the 
trumpet  to  strengthen  his  lip  mus- 
cles, and  Myers  borrowed  one  from 
a  buddy.  He  still  practices  occasion- 
ally, also  on  the  trombone,  which 
he  has  since  added  to  his  repertoire. 
He  has  played  piano  since  age  six. 

His  classic  car  collection  grew 
out  of  the  excessive  admiration  he 
felt  for  Rolls-Royce,  as  exemplified 
by  its  wartime  Merlin  engine.  He 
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now  owns  three  Rolls  models,  plus 
a  Mercedes,  of  vintages  from  1935 
to  1948,  that  he  maintains  himself, 
though  he  confesses  it  takes  him 
several  months  to  finish  a  normal 
afternoon's  maintenance. 

Myers  still  shadowboxes,  explain- 
ing, "In  Minnesota  you  either  took 
up  hockey  or  fighting."  He  fought 
his  way  up  to  the  Golden  Gloves 
tournament;  and  while  he  didn't 
win,  he  did  learn  to  "keep  my  cool 
or  I  ended  up  on  the  canvas." 

Between  hobbies,  he  rose  to  ex- 
ecutive vice  president  of  Waldorf 
Paper  Products  Co.,  which  became, 
via  a  1966  merger,  Hoerner  Wal- 
dorf. As  one  of  the  architects  of 
the  merger,  Myers  has  been  the 
company's  first  and  only  president, 
a  job  he  should  retain  until  manda- 
tory retirement  three  years  hence. 

Here's  one  man  who  will  never 
have  to  say:  "What  will  I  ever 
do  after  retirement?" 
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Fino  Happiness? 

In  the  past  few  years  Broward  County, 
midway  between  Miami  and  Palm 
Beach,  has  become  a  mecca  for  light 
industries  trapped  in  big  cities. 
Because  industrialists  find  that  our 
clean,  quiet,  sunny  corner  of  the 
world  brings  zest  to  living.  Result: 
Employees  stay  on  the  job,  are  more 
productive.  And  profits  rise. 
To  learn  how  your  plant,  corporate 
headquarters  or  distribution  center 
can  fit  neatly  into  our  subtropical 
land,  attach  coupon  to  your  letter- 
head. We'll  mail  you  our  complimen- 
tary FACTS  FOR  INDUSTRY,  an  illus- 
trated brochure  telling  about  plants 
and  plant  sites,  taxes,  transportation, 
schools,  housing,  climate,  finance. 

John  C.  Dabney,  Executive  Director 

Oept.  FN 
BROWARD  INDUSTRIAL  BOARD 
2050  East  Oakland  Park  Blvd. 
Fort  Lauderdale,  Florida  33306 
We  may  be  interested  in 

□  Plant  □  Plant  Site 
Q  Distribution  Warehouse 

□  Corporate  Hdqtrs. 

□  R&D  Facilities     □  Other 

Name    

Firm    


Not  What  You  Do  but  How  You  Do  It 

Can  good  management  provide  growth  and  profitability  in 
an  unexciting  industry?  The  answer  is:  Look  at  Dana  Corp. 


Address 
City 


State 


-Zip 


Fort  Lauderdale,  Hollywood,  Pompano  Beach,  Planta- 
tion, Oeerfleld  Beach,  Dania,  Hallandale,  Margate, 
Miramar-Pembroke,  Coral  Springs,  Lauderhill,  unin- 
corporated areas.  Port  Everglades. 


"Most  people  don't  realize  it,"  says 
John  E.  Martin,  chairman  of  Dana 
Corp.,  "but  the  rest  of  the  world  sur- 
passed the  U.S.  in  motor  vehicle  pro- 
duction in  1957."  So  what?  So,  Dana 
has  gone  where  the  growth  is. 

Dana  is  a  classic  case  of  how  a 
company  can  prosper  by  identifying 
the  best  parts  of  its  market  and  con- 
centrating on  them.  Dana  makes  what 
might  loosely  be  called  auto  and  truck 
parts— in  its  case,  axles,  transmissions, 
chassis  frames,  piston  rings,  engine 
parts.  Not  an  especially  glamorous 
business.  Yet  Dana  has  done  very  well 
at  it:  Sales  hit  $822  million  in  the  fis- 
cal year  that  ended  in  August,  a  near 
doubling  in  just  six  years. 

John  Martin,  who  retires  next 
month  after  six  years  as  chief  execu- 
tive, is  architect  of  this  success.  It 
was  he  who  identified  the  growth 
parts  of  the  market— trucks  and  for- 
eign sales— and  concentrated  on  them. 
In  1954  Dana  got  80%  of  its  sales  from 
passenger  car  parts,  and  its  customers 
were  beginning  increasingly  to  make 
their  owti.  Today  it  gets  50%  from 
trucks.  In  1954  its  foreign  sales  were 
zero.  Today  they  are  $250  million 
(including  unconsolidated  subsidi- 
aries and  aflfiliates)  and  growing  fast. 

The  Plateau 

For  all  this  growth,  Dana  has  just 
come  through  a  difficult  period.  In 
1969,  1970  and  1971  its  sales  grew 
scarcely  at  all,  and  neither  did  earn- 
ings. There  were  several  problems. 
One  of  the  worst  was  demand.  De- 
mand for  its  products  was  growing 
so  fast  that  it  was  straining  plant 
capacity  to  keep  up  with  it.  This  led 
to  costly  overtime.  Then  last  year  two 
of  its  best  customers.  General  Motors 
and  International  Harvester,  had  bad 
strikes.  These  problems  are  now  be- 
hind Dana,  especially  plant  capacity; 
since  1968  it  has  spent  $150  million 
on  new  plant  and  equipment. 

In  the  fiscal  year  ended  in  August, 
Dana's  earnings  hit  $3.23  a  share,  a 
gain  of  nearly  60%  over  1971,  and  re- 
turn on  ecjuity  climbed  to  an  impres- 
sive 15%.  The  momentum  remains. 

"When  highways  are  developed 
overseas  the  way  they  are  here,"  says 
Martin,  "the  big  trucks  will  take  over, 
and  we  want  to  be  there."  Dana  is  ei- 
ther there  or  getting  there.  Before  the 
end  of  the  year  Dana  will  finalize  a 
joint  venture  with  Japan's  important 
Sumitomo  group;  a  joint  venture  in 
South  Korea  is  getting  under  way;  and 
negotiations  for  yet  another,  in  Aus- 


An  Axle  Is  An  Axle.  Dana's 
Martin  doesn't  fret  if  truck- 
ers don't  buy  new  trucks:  "Re- 
placements are  the  most  prof- 
itable part  of  our  business." 


tralia,  are  nearly  complete.  It  is  al- 
ready big  in  France  and  has  near-mo- 
nopoly positions  in  Argentina  and  Bra- 
zil, Mexico  and  Venezuela,  all  good 
markets  for  automotive  products  and 
getting  better. 

In  the  U.S.  the  prospects  are  also 
strong,  though  perhaps  not  quite  as 
exciting.  "Railroads,"  Martin  points 
out,  "aren't  growing  any  more;  so  as 
the  economy  grows,  heavy  trucks  will 
provide  more  and  more  of  the  trans- 
portation." To  supplement  growth  in 
the  truck  field,  Dana  is  moving  into  in- 
dustrial power  transmission  and  con- 
trol and  hydraulic  power  systems. 

In  December,  after  18  years  at  the 
wheel,  John  Martin  will  be  succeeded 
by  Ren  McPherson,  who  came 
straight  to  Dana  from  Harvard  Busi- 
ness School  20  years  ago.  McPherson 
takes  over  a  company  with  great  pros- 
pects and  one  which  has  decisively 
proved  that  growth  and  profitability 
are  as  much  a  matter  of  good  man- 
agement as  they  arc  of  glamorous 
products  and  glamorous  industries.   ■ 
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Continental  lelephone 
puts  millions  into 
a  great  investment. 


Our  subscribers. 


The  more  we  can  do  to  make  phones  convenient,  the  more  people 
use  them.  So  Continental  invests  millions  of  dollars  to  install  the  latest 
communications  equipment. 

We  must  be  investing  well.  We've  been  America's  No.  1  utility 
in  return  on  equity  for  the  past  five  yt^rs  (Forbes).  And  No.  1  in  growth 
rate  for  the  last  ten  years  (Fortune). 

Our  management  goal  is  to  make  every  dollar  buy  more. 
For  our  phone  subscribers  in  forty-two  states.  And  for  our  investors. 
In  eleven  years,  our  assets  have  increased  from  $26  million  to  $1.4  billion. 
And  our  revenues  from  $4  million  to  $424  million. 

Our  Annual  Report  tells  the  story.  Write  for  it  today. 


(S 


tjT  ■  Continental  Telephone  Corporation 

V     ■  DulleslntemationalAirport.Chantilly.Va.  22021 


If  Columbus  went  to 
Ricardo^s  Rent-A-Boat  instead  of  Isabella 
he  might  never  have  gotten  out  of  Spain. 

Consider  Columbus.  He  wanted  to  sail.  Far  away. 
And  he  needed  a  few  ships  and  a  motley  crew.  So  he  went 
to  the  Queen  of  Spain.  Because  of  all  the  people  who 
could  get  him  some  ships,  she  was  the  one  with 
the  most  pull. 

And  it's  the  same  with  a  bank.  When  you  need  a  loan, 
its  best  to  go  to  the  man  who  can  give  it  to  you.  The  man 
who  has  the  authority  to  make  executive  decisions  on 
the  spot. 

But  that's  nothing  new  to  you.  The  trick  is  getting  to 
talk  to  that  man. 

At  Marine  Midland  our  top  men  are  around  to  talk 
to  you,  to  give  you  financial  and  investment  advice,  and  to 
make  decisions  on  the  spot  if  a  problem  arises. 

You  see,  we've  found  that  when  a  businessman  and 
his  banker  are  able  to  talk  directly  with  each  other, 
transactions  can  be  made  smoothly  without  time  wasting 
formalities. 

We  hate  red  tape  as  much  as  you  do.  And  because 
of  the  personal  involvement  of  our  senior  officers, 
things  can  move  quickly  to  meet  deadlines.  Which  is  really 
what  business  is  all  about. 

Look  what  it  did  for  Columbus. 


If  s  not  what  you  ask.  It's  who  you  ask, 

Marine  Midland  Banks  J 

OVER  275  OFFICES  THROUGHOUT  NEW  YORK  AND  OVERSEAS. 


computerized 
site  selection 

Missouri's  first-in-the- 
nation  Computerized  Site 
Selection  System  has  al- 
ready succeeded  in  locat- 
ing plant  sites  for  scores 
of  satisfied  industries. 
Give  us  your  requirements 
and  our  computer  will 
print-out  a  ranking  of  com- 
munities that  have  exactly 
what  you're  looking  for. 
(Missouri's  natural  re- 
sources and  our  hub-of- 
the-nation  transportation 
network  add  up  to  the 
same  thing:  the  place  you 
should  be.  Now.) 


Contxt  Henry  Maddox, 
Division  of  Commerce 
and  Industrial  Devel- 
opment, Jefferson  City 
Mo.  65101.  (plione 
314-636-5133) 
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A  Different  Story 

Upward  mobility  made  G roller  a  very  profitable  compa- 
ny, but  consumerism  has  made  it  a  good  deal  less  so. 


Grolier  Inc.  made  a  very  good  thing 
out  of  the  great  American  urge  to 
upward  mobiUty.  Hitting  hard  on  the 
Get-Johnny-a-Good-Education  theme, 
its  door-to-door  salesmen  persuaded 
hundreds  of  thousands  of  American 
famihes  into  buying  up  to  $500  worth 
of  reference  books,  encyclopedias  and 
bookcases.  (Sample  pitch:  "I'd  like 
to  talk  with  you  about  your  daughter's 
school  work.")  From  $1.25  in  1962, 
Grolier's  earnings  hit  $2.20  in  1966. 

Since  1966,  however,  it's  been 
mostly  downhill  for  Grolier.  What 
went  wrong?  Have  American  parents 
lost  the  urge  for  upward  mobihty? 
Not  likely.  But  they  have  become 
more  sophisticated  about  it.  They 
have  come  to  realize  that  it  takes 
more  than  a  set  of  books  to  get 
Johnny  into  Yale.  Meanwhile,  the 
Federal  Trade  Commission  was  going 
after  Grolier  for  high-pressure  selling 
and  collection  techniques.  The  market, 
too,  was  becoming  saturated. 

Groher  has  mended  its  ways.  Presi- 
dent William  J.  Murphy  says  that 
current  complaints  about  Grolier's 
methods  stem  from  "young  people 
who  are  trying  to  restrict  and  con- 
strict business  in  a  very  narrow 
way.  . .  .  Next  thing  you  know  some- 
one is  going  to  come  out  saying  we 
have  to  go  into  customers'  homes  and 
force  them  to  use  our  books." 

The  fact  remains:  Sales  of  Grolier 
books  in  the  U.S.  and  Canada  have 
dropped  50%  since  1969  from  $87 
million  to  an  estimated   $45  irullion 


this  year.  Murphy  has  worked  hard 
to  replace  the  lost  volume.  He  worked 
so  hard  that  total  company  sales 
climbed  from  $174  million  in  1967 
to*^  $257  million  last  year.  Much  of 
the  gain  has  been  overseas  where 
Grolier's  encyclopedia  sales  have  in- 
creased from  $43.5  milUon  to  $82 
million.  With  field  selling  curtailed, 
Grolier  has  stepped  up  mail-order  sell- 
ing, including  book  clubs.  It  has 
bought  Western  Wood,  a  maker  of  wa- 
ter slds.  In  mobile  homes,  it  both  sells 
units  and  develops  rental  parks. 

Profits,  alas,  have  been  another 
matter.  The  new  businesses  were  not 
only  less  profitable  than  the  old;  they 
also  required  capital,  because  most 
of  their  sales  were  on  extended  pay- 
ment plans.  To  get  that  capital,  Gro- 
lier had  to  go  into  both  equity  and 
debt  markets  at  the  worst  times, 
when  interest  rates  were  rising  and 
when  Grolier  stock  was  not  doing 
very  well.  Between  the  declining  mar- 
gins and  the  dilution,  per-share  earn- 
ings were  lower  on  $257  million  in 
sales  last  year  than  on  only  $152 
milhon  in  1966.  In  the  first  nine 
months  of  1972,  sales  rose  close  to 
15%,  but  net  income  actually  declined 
from  $1.53  to  $1.28  per  share. 

Add  it  all  up  and  what  do  you 
have?  "In  the  last  three  years,"  says 
Murphy,  "this  has  become  an  entirely 
different  business."  But  not,  apparent- 
ly, a  better  one.  Grolier  must  still 
prove  it  can  do  as  well  in  a  soft-sell 
as  in  a  hard-sell  environment.  ■ 


A  Little  Knowledge.  .  .  .  Forced  to  tone  down  its  high  pressure  sales  tac- 
tics, Grolier's  U.S.  reference  book  busiriess  has  sunk  into  the  red  this  year. 


It  takes 
1700  pounds  of  ore 

to  start  your  engine. 


An  average  31'  cabin  cruiser  has  about 
120  pounds  of  lead  in  its  battery  system. 
1700  pounds  of  ore  must  be  mined,  smelted 
and  refined  to  provide  enough  lead  for  a 
single  cabin  cruiser. 


Asarco  is  the  largest  producer  of  refined 
lead  in  the  United  States.  A  common  mate- 
rial for  centuries,  lead  is  now  exciting 
because  it's  helped  create  a  new  mobility. 
Lead  batteries  provide  ignition  for  in- 
ternal combustion  engines.  They  also  pro- 
vide the  motive  power  for  electric  cars, 
tractors,  lawn  mowers,  fork  lift  trucks, 
skimobiles,  mine  vehicles  and  garden  tools. 


What's  more,  battery  power  is  easy  on 
the  ears  and  nose.  And,  because  it  has  other 
unique  properties,  lead  protects  against 
radiation,  noise  and  corrosion. 

Lead . . .  one  of  24  basic  materials  Asarco 
gets  from  the  old  earth  for  new  applica- 
tions. If  you  would  like  specific  informa- 
tion about  lead,  write  us  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


To  improve 
your  service 
we  "preview" 
schedule  changes. 


With  our  electronic  crystal  ball. 

Let's  say  Southern  is  considering  reschedulingthe 
7  p.m.  freight  out  of  New  Orleans  for  3  hours  later. 
It  could  then  pick  up  late-arriving  shipments  and 
move  them  out  sooner.  But  how  would  this  change 
affect  connections  at  Birmingham?  Chattanooga? 
Other  terminals?  Would  service  improve  overall? 

To  get  such  answers  fast  — on  a  system-wide 
scale  — we're  using  advanced  computer  tech- 
niques. They  help  us  find  the  best  ways  to  speed 
your  service.  Make  it  more  reliable. 

We're  constantly  refining  those  techniques.  So 
they'll  more  accurately  reflect  actual  conditions. 
And  more  vigorously  help  you  squeeze  waste  out 
of  distribution. 

Southern  Railway  System,  Washington,  D.C. 


Support  the  Surface  Transportation  Act:  the  help  transportation  needs  to  help  you. 
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THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


Mohowk  Doto  Sciences 
markets  its  products  around  the  world  - 
but  goes  Home  for  insurance. 


Mohawk  Data  Sciences  Corporation 
manufactures  its  highly  sophisticated  line 
of  electronic  data  processing  equipment 
at  six  U.S.  plants— and  markets  its 
products  in  Canada,  Europe,  Asia,  Africa 
and  South  America. 

Naturally,  Mohawk  Data  wanted  insur- 
ance protection  as  extensive  as  its 
operations  — yet  as  precision-made  as 
its  products.  They  found  it  at  The  Home. 
Agent  Sidney  Friedlander,  of  Utica,  New 
York,  came  up  with  a  program  that 
measured  up  to  Mohawk's  exacting 
requirements.  The  Home's  pro- 
gram for  Mohawk  Data  starts  with 
the  broad  protection  of  the 


Industrial  Policyand  includes 
special  contracts  for  Auto  Fleet,  Ocean 
Marine,  Excess,  Leased  Equipment,  Trans- 
portation and  Workmen's  Compensation. 
Coverage  for  Mohawk's  foreign  proper- 
ties is  written  by  The  Home  through 
APIA,  which  has  operations  in  more  than 
80  countries  and  acts  as  the  foreign 
"department"  of  The  Home. 
For  far-reaching  protection,  for  the 
most  complex  operation,  the  logical 
answer  is  The 
Home's  Indus- 
trial Policy,  it 
offers  coverages 
broad  enough  for 


manufacturers  in  any  field.  And 
it's  flexible  enough  to  be  geared  to  the 
specific  risks  encountered  by  the 
individual  company. 

The  Home's  Industrial  Policy— broad, 
precise,  economical.  To  find  out  about 
it,  contact  your  broker.  Or  call  your  local 
Home  agent. 
He's  listed  in  the  Yellow  Pages. 


THE 


HOME 


HOME 

OF  INSURANCE 


THE  HOME  INSURANCE  COMPANY 

59  Maiden  Lane.  New  York.  N.Y.  10038 
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77?e  Seventh  Sister 

Her  name  is  Royal  Dutch,  and  she's  the  frump  in  a  gen- 
erally glamorous  family.  But  is  the  Good  Fairy  on  the  way? 


Six  of  the  Seven  Sisters  range  from 
comely  to  downright  beautiful,  but 
the  seventh  is  a  gargoyle.  The  Seven 
Sisters  are  the  seven  major  internation- 
al oil  companies,  and  the  ugly  sister 
is  Royal  Dutch/ Shell.  Just  stand  RD/S 
side  by  side  with,  say,  Standard  Oil  of 
New  Jersey.  The  contrast  is  enough 
to  make  one  shudder.  Jersey  Standard 
is  the  largest  oil  company  in  the 
world,  with  sales  last  year  of  $18.7 
billion;  RD/S  is  the  next  largest,  with 
sales  of  $12.2  billion.  From  1969 
through  1971,  Jersey  Standard's  sales 
increased  by  25%,  earnings  after  taxes 
by  22%,  earnings  per  share  by  17%. 
RD/S  had  a  bigger  sales  increase  than 
Jersey    Standard,    29%,    but    earnings 


after  taxes  dropped  by  7%  and  earn- 
ings per  share  by  5%. 

And  RD/S  is  getting  uglier  by  the 
minute.  In  the  first  six  months  of  this 
year,  earnings  fell  again;  they  were 
down  $210  million  from  the  first  six 
months  of  1971. 

What's  the  matter  with  Royal 
Dutch/ Shell?  Plenty.  For  one  thing, 
for  a  company  that  markets  one-sev- 
enth of  the  world's  oil,  it's  woefully 
short  of  crude.  It's  not  that  RD/S  has 
no  crude.  It  just  hasn't  enough.  Con- 
sequently, it  has  to  buy  at  least  20% 
of  its  4.4-million-barrel  daily  require- 
ment from  others  better  off— and  buy 
it  at  a  stiff  price. 

The  only  100%  RD/S-held  conces- 


sion in  the  Middle  East  is  offshore 
Kuwait,  where  the  company  has  nev- 
er struck  oil.  In  Qatar  and  Abu  Dhabi, 
it  has  only  a  23.8%  stake.  It  has  a 
23.8%  stake  in  Iraq  also,  and  a  14% 
stake  in  Iran.  As  far  as  the  Middle 
East  is  concerned,  that's  it.  Out  of 
these  interests,  RD/S  can  get  only 
dribs  and  drabs.  It  has  to  buy  Gulf's 
high-sulphur  Kuwaiti  crude  for  much 
of  its  Middle  East  requirements,  then 
long-haul  it  all  the  way  around  the 
Cape  of  Good  Hope. 

Shell  Oil,  Royal  Dutch/ Shell's 
American  subsidiary,  has  fields  in  the 
U.S.,  but  they  don't  produce  enough 
for  its  requirements,  either.  It  has  to 
buy  140,000  barrels  a  day  from  the 


Royal  Ties.  King  William  III  granted  permission  to 
use  the  preface  "Royal"  in  Royal  Dutch's  name  when 
the  company  was  founded  in  I  890.  Speculation  is  rife 


as  to  whether  Queen  Juliana  and  the  royal  family  cur- 
rently have  an  interest  in  Royal  Dutch  Petroleum,  but 
34%   of  the  shares  are  held  inside  the  Netherlands. 
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the  man  you  want 

to  succeed 

reads 

Forbes 


Amerada  Hess  concession  in  Libya. 
RD/S  does  not  have  a  concession  on 
the  North  Slope.  It  does  have  con- 
cessions in  Nigeria,  which  suppHes 
half  a  million  barrels  a  day,  and  in 
the  North  Sea;  but  Nigeria  is  a  relative- 
ly high-cost  producing  area,  and  the 
North  Sea's  total  known  reserves  (es- 
timated at  5  to  7  billion  barrels) 
would  last  RD/S  less  than  five  years. 
Anyway,  RD/S  has  only  about  20% 
of  those  reserves. 

The  biggest  single  concession  RD/S 
has  is  Venezuela,  which  pumps  out 
1  million  barrels  a  day— but  at  a  stag- 
gering price.  In  the  first  six  months 
of  this  year,  according  to  Gerrit  A. 
Wagner,  president,  the  income  of 
RD/S's  Venezuelan  subsidiary,  Com- 
pania  Shell  de  Venezuela,  was  split 
in  a  ratio  of  "102%  for  the  nation, 
minus  2%  for  the  company." 


Dubious  Distinction.  The  Mar- 
pessa,  Shell's  207 ,000-dead- 
weight-ton  tanker,  became  the 
largest  ship  that  ever  sank. 
She  blew  up  and  went  down 
off  the  coast  of  Africa  in  7  969. 


Wagner  has  said:  "The  absence  . . . 
of  any  major  interest  in  a  prolific  low- 
cost  Middle  East  crude-producing  area 
has  been  a  major  handicap.  .  .  ."  It 
certainly  has,  but  lack  of  low-cost 
crude  is  not  the  whole  RD/S  story. 
Mobil  also  is  short  of  crude  and  has 
to  buy  from  others.  Now  just  stand 
RD/S  side  by  side  with  Mobil.  While 
RD/S's  earnings  after  taxes  were  de- 
clining by  7%  and  earnings  per  share 
by  5%  on  a  29%  sales  increase,  Mobil's 
earnings  rose  by  19%  and  earnings  per 
share  i)y  18%  on  a  24%  rise  in  sales. 

If  anyone  concludes  from  this  com- 
parison that,  in  addition  to  a  shortage 
of  crude,  RD/S  has  a  management 
problem,  he  could  be  right. 

Royal  Dutch /Shell  is  owned  60%  by 
Royal  Dutch  NV  of  The  Netherlands 
and  40%  by  Shell  Transport  &  Trad- 
ing of  the  U.K.  Americans  own  abonl 
24%  of  Royal  Dutch  Petroleum  Co.'s 
stock,  so  there  is  one  American  on  the 
board,  but  all  the  other  members  are 
either  English  or  Dutch.  The  manage- 
ment reflects  this.  It  combines  the 
rigidities  of  both  countries:    the   En- 
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Which  of  these  cities 
has  the  h^^hest 

infant  mortality  rate? 


Boston 


New  York 


•   Philadelphia 


Chicago 


San  Francisco 


Los  Angeles 


For  every  1000  babies  born  in 
Chicago,  the  latest  records 
show,  24.4  die  within  their  first 
year.  Which  is  the  highest 
infant  mortality  rate  among 
these  cities. 

San  Francisco  is  lowest, 
with  18.4  deaths  per  thousand 
live  births. 

But  no  matter  the  location, 
the  nation  as  a  whole  has  little 
to  be  proud  of  in  this  regard. 
In  the  latest  U.N.  ranking,  22 
countries  have  lower  infant 
mortality  rates  than  the 
United  States. 

And  in  the  big  cities,  where 
so  many  people  live  and  so 
many  new  people  are  born, 
there's  special  concern. 

There's  a  CBS  Owned  AM 
radio  station  in  each  of  these 
seven.  So  we  share  the  concern 
of  sixty  million  people. 

Who  need  information. 

About  S.I.D.,  for  example. 
Sudden  Infant  Death.  KMOX 
St.  Louis  told  listeners  about 
this  mysterious  syndrome,  the 
No.  1  killer  nationwide  of 
babies  under  one  year  old. 

WBBM  Newsradio,  work- 
ing with  the  State  of  Illinois 
Department  of  Children  and 
Family  Services,  focused 
Chicago's  attention  on  a 
specific  ghetto  neighborhood 
where  infant  mortality  runs 
unusually  high. 

The  well-being  of  the  very 
young  is  one  major  problem. 
But  only  one. 

We  try  to  keep  our  listeners 
aware  of  all  the  fast -moving 
developmenjis  of  these  times. 
And  of  the  complexities. 

Bad  news.  Good  news.  A 
step  forward  here;  a  step 
back  there. 

In  today's  world  there  aren't 
too  many  easy  answers  or 
quick  solutions  to  report.  And 
spoon-feeding  doesn't  do 
anyone  but  babies  much  good. 

The  CBS  Owned 
AM  Stations 

We  feel  responsible  to  over 
60  million  people. 

WEEI  Newsradio  59.  Boston 
WCBS  Newsradio  88.  New  York 
WCAU  Radio  121,  Philadelphia 
WBBM  Newsradio  78.  Chicago 
KMOX  1120,  St.  Louis 
KCBS  Newsradio  74,  San  Francisco 
KNX  Newsradio  1070,  Los  Angeles 
Represented  by  CBS  Radio  Spot  Sales 


Source:   Cit)'  rankings  based  on  data  for  Standard  iMetropolitan  Statistical  Areas 
for  each  of  these  seven  cities,  National  Center  for  Health  Statistics.  Public  Health, 
Service,  U.S.  Department  of  Health,  Education,  and  Welfare;  Country 
rankings  from  the  Statistical  Office  of  the  United  Nations,  SID.  data  from 
National  Foundation  for  Sudden  Infant  Death. 


How  to 

winterize 
your  house. 


Check  your  caulking. 

□  Inspect  around  all  doors  and 
window    frames,    all    seams, 
around  all  vent  pipes,  the  chimney, 
all  openings  in  walls  and  roof,  and 
all  foundation  joints.  Seal  all  cracks 
and  replace  missing  sections  with 
one  of  the  new,  longer-lasting  butyl 
rubber  caulking  compounds.  (A  good 
caulking  job  does  more  than  water- 
proof your  house— it  keeps  cold 
drafts  out  and  warm  air  in.  And  that 
keeps  your  heating  bills  down.) 
HINT:  If  the  old  caulking  is  badly 
cracked,  don't  put  new  compound 
right  over  it.  When  the  bottom  one 
breaks  up,  it  will  take  the  new  caulk- 
ing with  it. 

Check  the  paint  job. 

□  Look  for  any  cracking,  peeling 
or  bare  spots.  Scrape  and  touch 
up  to  keep  them  from  getting  worse. 

□  Has  the  time  finally  come  for 
an  entire  new  paint  job? 

Check  your  roof. 

□  Have  any  of  the  shingles  lifted? 
Are  any  curled  up?  Find  them 
and  cement  them  down. 
HINT:  Wherever  possible,  try  not 
to  use  nails  —  water  can  leak  through 
the  nail  holes.  Cement  is  unseen  and 
.  ust  as  permanent. 

□  Patch  or  replace  the  shingles 
that  are  in  the  worst  shape. 


□  The  coating  on  a  flat  roof  may 
also  need  repairing.  Use  a  non- 
fibered  asphalt  coating  for  all  those 
fine  cracks.  Use  a  fibered  coating  if 
there  are  wide  cracks  or  wide  open 
seams. 

Check  your  gutters  and 
drainage. 

□  Remove  anything  that's  caught 
in  the  gutters  or  downspouts. 
Protect  your  open  gutters  with 
a  wire  mesh  guard. 
Does  the  gutter  sag?  Tighten 
replace    the    supporting 
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or 


straps.   (Water  will  overflow   the 
rim  at  the  sag.) 

Patch  or  replace  all  leaky  and 

rusty  sections. 

Connect  downspouts  and  other 

drainage  points  to  drain  pipes 
which  can  run  underground  to  a 
storm  sewer  or  dry  well.  This  will 
not  only  help  prevent  seepage  into 
basements,  itnlso  may  pre  vent. some- 
one's slipping  when  the  area  be- 
comes icy. 

Check  driveways,  side- 
walks and  all  masonry. 

□  Take  a  good  look  at  your  black- 
top. Are  there  cracks  or  pol- 
loles  that  need  repair?  Small  cracks 
can  be  repaired  easily  with  one  of  the 
new,  black,  butyl  rubber-based  caulk- 
ing compounds.  Loose  or  broken 
areas   should    be    removed    and 
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patched  with  a  blacktop  mix.  To  pro- 
tect the  blacktop  from  bad  weather, 
as  well  as  the  effects  of  gas  and  oil 
drippings,  you  should  use  a  blacktop 
sealer.  Sealers  are  designed  and 
blended  to  beautify  and  protect  the 
blacktop  surface. 

□  Concrete  driveways  and  side- 
walks also  deserve  atten- 
tion. For  small  cracks  there  are  new,  l^ 
extra-strong,  extra-easy-to-use 
caulking  compounds  with  a  gray 
tone.  Fill  in  every  crack,  no  matter 
how  small.  If  the  concrete  is  broken 
badly,  pick  up  a  bag  of  dry-prepared  , 
cement  mix  and  patch  the  defective 
area,  lb  resurface  spalled  or  worn 
areas  use  a  .self-bonding  cement  mix 
designed  for  thin  section  topping 
work. 

□  Repair  cracks  in  all  masonry,}^ 
including  patios  and  pools.  You 
can  u.se  a  dry-prepared  cement  mix 
for  a  simple  job,  but  some  work  may 
recjuire  the  use  of  a  li(iui(l  bonding 
agent  or  a  self-bonding  cement  mix 


Che 
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Check  the  outdoor 
plumbing. 

□  Take  a  minuteor  two  to  shut  off 
the  flow  of  water  to  all  outsit 
faucets.  Same  thing  goes  for  phi 
inginunheattui  garages  and  porch 
Drain  any  water  remaining  in  the- 
pipes.  (This  will  help  prevent  freez 
ingand  bursting.) 

□  Wrap  electrical  healing.  Ui| 
around  pipes  in  these  ari'iis 
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Check  into  insulation 
and  weatherstripping. 


□  Check  to  see  if  your  house  is 
properly  insulated.  New  FHA 
standards  are  6"  in  the  ceilings  and 
%Vi"  in  the  sidewalls.  At  the  very 
least,  your  attic  should  be  insulated. 
Lower  heating  costs  will  help  de- 
ray  the  expense.) 

While  you're  up  in  the  attic, 
check  to  see  if  it  is  vented 


ra 


pm 


Droperly.  Attic  spaces  must  be 
/ented  to  allow  the  air  to  move,  thus 
)reventing  any  build-up  of  heat  and 
noisture  under  the  sub-roof  when 
tummer  rolls  around  again. 

Put  weatherstripping  around 
all  windows  and  doors. 
Think  hard  about  having  storm 
doors  and  windows  installed, 
["hey  can  save  you  as  much  as  10%  on 
^our  heating  bills. 

Iheck  your  heating 
System. 

Change  filters  and  check  the 
blower's  fan  belt  for  looseness 
IF  wear. 

Lubricate  all  motors  and  circu- 
lators. 


□  If  you  enjoy  a  working  fire- 
place, check  to  make  sure  it's 
working  right  and  see  what,  if  any, 
repairs  are  called  for. 

iVIake  a  general  safety 
check. 

□  Since  so  much  time  will  be 
spent  indoors,  now's  the  time 
to  make  those  necessary  interior 
repairs  that  you've  been  putting 
off.  Like  replacing  those  worn, 
rifebed  rubber  treads  on  your  stairs. 

□  Make  sure  there's  enough  arti- 
ficial light  throughout  the 
house— especially  on  stair  landings. 

□  Keep  a  fire  extinguisher  near 
every  functional  fireplace  and 
the  central  heating  unit.  In  fact,  scat- 
ter several  in  readily-accessible 
places  throughout  the  house.  And 
see  that  everyone  knows  where 
they  are. 

Check  with 
Professionals. 

□  If  your  winterizing  check  indi- 
cates some  special   problem 
areas,  get  professional  help  from  lo- 
cal contractors.  Don't  try  to  do  any 


work  unless  you  feel  fully  qualified 
to  undertake  the  job. 

□  Select   contractors   carefully. 
Use  those  who  have  satisfied 
your  neighbors. 

□  Agree  in  advance  with  your 
contractor  as  to  the  work  to  be 
done  and  the  price  — put  it  in 
writing! 

Check  us  out,  too. 

□  At  Flintkote,  we  make  just 
about  every  building  product 
you  can  think  of.  We  make  them  for 
industry  and  for  the  home.  For  inside 
and  out.  From  rooftop  to  foundation 
bottom.  We  make  things  like : 

n  Flooring  materials  D  Ceiling 

materials  D  Wall  materials 

D  Ready-mixed  concrete  D  Dry 

concrete  mixes  D  Bituminous 

paving  materials  D  Waterproofing 

coatings  D  Pavement  sealers 

D  Adhesives  D  Lime  D  Portland 

cements  D  Plaster  D  Roofing 

D  Insulation  D  Drain  pipe 

D  Service  pipe 

The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


lobody's  got  more  products  to  build  with.  FUNTKOTi 
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Thi<  uuiouncement  U  neither  an  oBer  to  lell  nor  ■  solldlatloD  of  an  oBer  to  buy  thete  eecuritles. 
The  oBar  U  made  only  by  the  Prospectua. 


270,000  Shares 

IJ^  Redactron  Corporation 

Common  Stock 

(110  Par  Value) 


Price  $15.50  per  Share 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under> 
signed  and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Firestone 

INCORPORATED 

E.F.Hutton&  Company  Inc.     Dominick&Dominick,     EuroPartnere  Securities  Corporation 

INCORPORATED 


Robert  Fleming 

INCORPORATED 

F.  S.  Mo8«Iey  &  Co. 

November  2, 1972 


Kleinwort,  Benson 

INCORPORATED 


Ladenburg,  Thalmann  ft  Co.  Inc. 
Shields  Securities  Corporation  Tucker,  Anthony  ft  R.  L.  Day 
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SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $14,000 

INSTANT  CASH  Br  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $14,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel . . . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the -facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)638-2840. 


Trans  World  ServicesM 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 

If  you  have  saved  or  acquired  $5,000  to 
$50,000  in  cash  or  securities,  you  naturally 
want  to  make  your  capital  grow.  Yet  you 
may  feel  you  are  actually  losing  ground  due 
to  inflation  and  taxes,  or  perhaps  to  a  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  64 
countries  have  turned  to  The  Danforth  As- 
sociates Investment  Management,  a  tested 
plan  originally  developed  by  a  Boston  family 
to  manage  its  own  common  stock  invest- 
ments. 

The  plan  thus  far  has  proved,  we  believe, 
especially  efficient  in  providing  continuing 
capital  growth  supervision  for  portfolios 
starting  with  from  $5,000  to  $50,000  - 
though,  as  in  any  selection  of  investments 
losses  do  and  will  occur. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 5-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.  W-5 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oaiSi 

Inveatnicnt  Management   •   Incorporated  1936 


glish  reluctance  to  change,  the  Dutch 
caste  system.  (Don't  apply  for  a  re- 
sponsible job  at  Royal  Dutch  NV  tm- 
less  you  come  from  the  right  family 
and  attended  the  right  school. ) 

The  management  is  slow  to  make 
decisions.  When  it  finally  makes  them, 
it  goes  overboard.  In  1970,  when 
tanker  rates  were  at  their  peak,  RD/S 
suddenly  started  to  charter  tankers, 
until  it  now  has  more  than  it  needs. 
Since  1970  tanker  rates  have  fallen, 
but  RD/S  is  stuck  with  those  con- 
tracts. It  won't  get  out  from  under 
some  of  them  for  a  year  or  more. 

RD/S  went  hog  wild  in  chemicals, 
too.  Says  a  spokesman  for  a  major  Eu- 
ropean chemical  company:  "They  were 
overambitious,  thought  the  chemical 
business  was  hke  the  oil  business 
and  overrode  themselves.  The  result: 
overcapacity." 

Faced  with  falling  earnings,  RD/S 
has  acted  in  character.  At  first,  it  just 
watched  them  fall.  Then  it  started  a 
cost-cutting  campaign  that  reached 
the  ridiculous.  Not  only  did  RD/S 
close  down  research  laboratories  and 
pnme  staflF;  it  went  so  far  as  to  elim- 
inate serving  cookies  with  the  morn- 
ing tea  at  Shell  Centre  on  the  banks 
of  the  Thames. 

OPEC  fo  the  Rescue 

Paradoxically,  the  years  ahead  may 
be  good  ones  for  Royal  Dutch /Shell. 
Not  because  of  anything  management 
has  done,  but  rather  because  of  what 
the  Organization  of  Petroleum  Ex- 
porting Countries  is  doing.  OPEC  has 
started  taking  over  control  of  the  oil 
fields  (Forbes,  Mar.  15).  Says 
Wayne  Whipple,  a  U.S.  oil  ana- 
lyst now  working  for  the  London  brok- 
erage house  of  Roger  Mortimer: 
"When  the  Arab  nations  have  51% 
control,  they  can  sell  direct  to  a  mar- 
keting company  like  RD/S  without 
going  through  a  middleman."  In  other 
words,  RD/S  no  longer  will  have  to 
pay  a  premium  for  the  crude  it  buys. 

Participation  is  going  to  change  the 
whole  nature  of  the  oil  business— in 
RD/S's  favor.  Right  now,  the  money 
in  oil  is  made  at  the  wellhead,  so 
the  companies  that  have  the  crude  are 
the  big  winners.  Once  the  Arabs  have 
51%  control,  the  money  in  oil  will  be 
made  at  the  gas  pumps.  The  most 
profitable  oil  companies  will  be  those 
with  the  biggest  marketing  organiza- 
tions. Royal  Dutch/ Shell  has  the 
best  in  Europe  (followed  by  Jersey 
Standard).  It  also  has  a  fine  market- 
ing system  in  the  U.S. 

In  children's  stories,  the  Good  Fairy 
waves  her  magic  wand,  and  the  ugly 
sister  turns  into  a  beauty.  Thanks  to 
OPEC,  something  like  that  could  hap- 
pen to  Royal  Dutch/ Shell.  Like  sev- 
eral years  from  now.  ■ 
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Faces  Behind  the  Figures 


Sharecopper 

Will  President  Nixon's  $30-billion 
revenue-sharing  program  do  what 
it  is  supposed  to  do— take  some  of 
the  burden  off  local  taxpayers? 

Nobody  is  sure,  not  even  the 
man  in  charge  of  policing  the  pro- 
gram—Edward E.  Fox,  36,  part- 
time  director  of  the  Federal  Office 
of  Revenue  Sharing  (he  is  also  fi- 
nance director  of  the  Federal  Home 
Loan  Bank  Board).  Fox  has  yet  to 
hire  his  full  staff  of  20— count  'em, 
20— federal  auditors.  Yet  he  insists 
this  handful  can  keep  the  38,000 
state  and  local  governmental  units 
that  will  get  the  money  within  the 
broad  federal  niles.  Will  the  money 
be  wisely  spent?  Will  local  property 
owners  get  relief? 

"That,"  says  Fox,  "is  none  of  my 
concern.  Our  job  is  to  insure  that 
the  state  or  local  government  re- 
ceiving payments  has  complied  with 
the  guidelines— that  it  won't  vio- 
late civil  rights  or  minimum  wage 
laws,  that  the  money  won't  be 
used  as  matching  funds  to  get  oth- 
er federal  money  and  so  forth." 

But  the  political  bickering  be- 
gan with  the  mailing  of  the  first 
$2.5  billion  in  payments.  About  all 
anyone  is  sure  of  is  that  the  money 


will  be  spent.  In  Los  Angeles,  for 
example,  Mayor  Sam  Yorty  and  ri- 
vals are  battling  over  whether  to 
build  a  $28-million  city  ofiice  build- 
ing; Los  Angeles  County,  by  con- 
trast, has  earmarked  its  windfall  to 
reduce  taxes. 

These  local  political  squabbles 
don't  faze  Fox  one  bit:  "If  the 
voters  throw  the  rascals  out  after 
a  while  and  reverse  priorities,  that's 
fine  by  us.  The  guiding  spirit  is  no 
strings  attached." 

But  there  are  some  strings  to 
revenue  sharing;  even  the  broadest 
rules  need  policing.  Can  Fox  and 
20  men  check  on  38,000  separate 
governments? 

"Obviously,  if  we  tried,  we'd  go 
out  of  our  gourds.  But  we  can  cover 
two-thirds  of  the  money  in  about 
100  audits  and  sample-check  the 
rest.  The  program  gives  one-third 
of  the  money  to  the  50  states,  and 
the  largest  50  cities  get  another 
third.  So  it's  not  all  that  bad." 

A  Choate  School  and  Cornell 
graduate.  Fox  earned  his  MBA  in 
finance  from  New  York  Universi- 
ty, was  a  Studebaker-Worthington 
vice  president  before  joining  the 
FHLBB  in  1970.  As  a  finance  of- 
ficer, does  he  approve  paying  out  so 
much  money  with  so  few  controls? 


Fox  of  Revenue  Sharing 

"The  best  control  I  know  of  in 
this  case  is  to  get  the  people  back 
into  control,  to  get  them  closer  to 
where  the  spending  decisions  are 
made— at  the  local  level,"  he  says. 

Does  Fox  want  to  be  permanent 
revenue-sharing  director?  "No,"  he 
answers  quickly.  "I  like  it  fine  over 
at  the  Bank  Board,  thank  you."  ■ 


What  Works  m  Baseball 
Works  in  Business 

"I  HIT  'em  where  they  ain't,"  re-* 
plied  Wee  Willie  Keeler  when  the 
1897-98   National  League  batting 
champion  was  asked  his  secret. 

Lord  Netherthorpe  of  Anston 
could  make  the  same  boast.  By 
moving  where  the  competitors 
weren't,  he  made  his  company, 
Britain's  Fisons  Ltd.,  one  of  the 
fastest-growing  in  Europe.  Fisons,  a 
maker  of  agrochemicals,  fertilizers 
and  J)harmaceuticals,  was  founded 
in  1843.  In  1966,  when  Nether- 
thorpe made  George  V.K.  Burton 
chief  executive,  it  was  a  mess. 

Between  the  wars,  Fisons  had 
acquired  70-odd  other  companies 
whose  output  ranged  from  bricks 
to  pie  fillings  to  frozen  dog  food. 
All  were  small;  none  was  especially 
profitable;  and  the  whole  thing  was 
unmanageable.  Worse  yet,  Fisons' 
principal  business  remained  ferti- 
lizers, a  market  that  in  1966  the  oil 
companies  were  busy  ruining. 

To  meet  the  situation.  Burton 
first  dumped  everything  that  didn't 


fit  with  fertilizers  and  agrochemi- 
cals. What  did  he  think  did  fit? 
Several  pharmaceutical  operations, 
on  the  theory  that  pharmaceuti- 
cals require  more  research  clever- 
ness than  capital.  So,  if  a  compa- 
ny's scientists  do  hit  a  hot  product, 
the  return  can  be  phenomenal. 

The  question  was:  How— lacking 
big  money  for  R&D— to  expand  Fi- 

Nefherfhorpe  of  Fisons 
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sons'  minuscule  pharmaceutical  op- 
erations? The  answer:  Hit  'em 
where  they  ain't.  Fisons'  scientists 
found  that  the  major  U.S.  and  U.K. 
pharmaceutical  companies  were  do- 
ing the  least  work  on  allergy  drugs, 
so  that's  where  they  went  to  work. 

What  they  found  was  an  ex- 
traordinarily effective  antiasthma 
drug  named  Intal,  followed  by  an 
antihay-fever  derivative  called  Ry- 
nachrom.  Neither  can  yet  be  sold 
in  the  U.S.  or  Canada,  but  both 
have  been  approved  throughout 
Western  Europe. 

The  result  on  sales  and  earnings 
has  been  dramatic.  Besides  virtu- 
ally doubled  sales  since  1965,  says 
Burton,  "Our  pretax  earnings  were 
up  40%  from  1970  to  1971,  and 
another  40%  from  1971  to  1972." 

The  beauty  of  hitting  'em  where 
they  ain't,  he  adds,  is  how  long  it 
will  take  the  competition  to  catch 
up:  "If  you  make  a  breakthrough 
in  antibiotics,  they  can  easily  catch 
up;  they  have  scientists  working  in 
the  field.  A  breakthrough  in  some- 
thing they're  not  doing  catches 
them  flatfooted."  ■ 
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have  you  ever  dined  in  the  raw? 


where  are  you  dining  when  you're  not  in  the  dining  room? 


how  many  fat  Chinese  have  you  ever  met? 


have  you  ever  had  a  chilled  radini? 


ever  cooked  Ziircher  Geschnetzeltes, 
the  Carlton  Elite  method? 


i 


would  you  go  $9200.00  for  a  jeroboam  of 
'29  Chateau  Mouton  Rothschild? 


have  you  ever  tried  marigold  rice? 


GPICURC 


The  Pleasures  of  Living" 

CBS  Publications 

383  Madison  Avenue.  N.Y..  N.Y.  10017 

Yes,  here's  my  check.  Enroll  nne  as  a  charter 
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The  answers  are  all  in  Epicure,  a  new  quarterly  ml 
azine  devoted  to  food,  wine,  travel  and  partying  a  la  the  7C 

Epicure  will  reflect,  report  and  create  new  ideas  fC 
cooking  and  entertaining  in  a  warm,  witty,  un-stuffy  manr 

It's  totally  designed  for  men  and  women  who  love 
entertain  but  want  to  have  fun  doing  it.  It  might  cover  a  be 
dock  party,  or  an  epicurean  sit-on-the-floor-TV  night. 

There  would  be  little  reason  for  doing  another  be 
on  food  if  it  weren't  going  to  be  totally  different.  We  thif 
Epicure  will  amuse  you  if  your  life  style  is  casual,  uncom(! 
cated,  original  and  today.  First  issue  on  newsstand  Novemt 
2.  It  costs  $1 .00  but  you  can  take  advantage  of  a  very  spec| 
8-time  for  $6.95  package  by  filling  out  the  coupon 
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Faces  Behind  the  Figures 


Henry's  Brother 

Were  it  not  for  the  late  Joseph  R. 
McCarthy,  Walter  Kissinger  might 
now  be  dashing  around  the  world 
like  his  older  brother  Henry,  en- 
gaging in  hush-hush  talks  with  for- 
eign diplomats  and  heads  of  state. 
Walter  studied  for  the  foreign  ser- 
vice at  Princeton.  After  World  War 
II  he  served  in  the  military  govern- 
ment in  Korea,  where  his  job  was 
to  rehabilitate  the  nation's  indus- 
try. Then  along  came  McCarthy, 
and  Walter  decided  to  quit  govern- 
ment and  go  into  business.  It's  not 
that  Kissinger  is  a  liberal.  He  con- 
siders himself  a  conservative.  He 
just  didn't  like  the  atmosphere  of 
fear  and  suspicion  that  McCarthy's 
reckless  charges  had  created. 

So  Walter  went  back  to  school, 
Harvard  Business  School,  got  an 
MBA  and  joined  a  big  corporation. 
But  he  decided  that  was  not  for 
him  either.  "You  have  the  problem 
of  bureaucracy,  the  problem  of  get- 
ting your  point  of  view  across." 

Ever  since,  Walter  Kissinger  has 
been  in  the  business  of  rehabili- 
tating small  companies.  Now,  at  48, 
he's  president  of  the  Allen  Group, 
an  international  outfit  that  makes 


after-market  auto  equipment  for 
car-washing,  testing,  and  the  like. 

Now  there  was  a  job  of  rehabili- 
tation! The  Allen  Group  was  a  vic- 
tim of  Bert  Kleiner  of  Beverly  Hills' 
notorious  Kleiner  Bell.  By  1969, 
when  Kissinger  took  over  the  com- 
pany, 16  of  its  26  divisions  were 
in  the  red,  and  bankruptcy  didn't 
seem  far  away. 

Like  Henry,  whom  he  closely 
resembles  in  looks  and  manner, 
Walter  Kissinger  thinks  big.  He  set 
himself  a  goal:  an  annual  growth 
of  15%  in  earnings,  15%  in  net  re- 
turn on  equity  and  10%  on  assets. 
In  the  course  of  pursuing  that  goal, 
Kissinger  has  taken  Allen  from  $118 
million  in  sales  to  an  estimated 
$150  million.  Earnings  do  not  ap- 
pear as  great  as  they  did  in  1968, 
the  year  before  Kissinger  took  over, 
but  that  is  because  he  changed  to 
more  conservative  accounting  meth- 
ods. Kissinger  expects  sales  to  grow 
in  the  next  three  years  "by  20%  a 
year  compounded  annually."  By 
1976,  he  predicts,  they  will  reach 
$300  million. 

Again  like  Henry,  Walter  Kis- 
singer is  not  lacking  in  confidence 
in  himself. 

Walter  rehabilitated  Allen  first 


Kissinger  of  the  Allen  Group 

by  getting  rid  of  eight  money-losing 
divisions  that  he  thought  couldn't 
be  turned  around,  then  by  going 
international. 

Did  the  State  Department  lose 
a  good  man?  Unlike  Henry,  Walter 
is  a  family  man,  but  he  says:  "My 
brother  calls  me  the  more  charming 
of  the  two."  ■ 


The  Clam 

Whom  would  you  choose  to  un- 
dertake the  largest  private  financing 
ever  attempted  in  North  America; 
to  raise  $5  billion  for  the  2,500- 
mile  gas  pipeline  from  Alaska's 
Prudhoe  Bay  through  Canada's 
Mackenzie  Valley  to  the  interna- 
tional border,  that  a  consortium  of 
17  U.S.  and  Canadian  firms  plans 
to  complete  by  1978? 

A  man  to  cajole  ecologists,  mol- 
lify government  officials,  soothe  Ca- 
nadian nationalists?  A  glad-hander? 
A  famous  name? 

No,  WiUiam  Wilder,  50,  who  got 
the  job  this  fall,  is  none  of  these. 

Few  men  are  so  taciturn.  Wilder 
brusquely  asks  a  visitor  his  busi- 
ness, stares  icily  and  then  sits  back 
to  let  an  aide  dominate  the  conver- 
sation. When  the  Canadian  Broad- 
casting Corp.  once  interviewed  him, 
it  had  to  send  its  film  crew  back 
twice  to  get  usable  quotes. 

Wilder's  qualifications?  "He's 
Canada's  top  investment  banker," 
says  Michigan  Wisconsin  Pipeline 
Co.  President  Wilber  Mack,  who 
helped  choose  Wilder  as  chairman 


of  Canadian  Arctic  Gas  Study, 
the  pipeline  consortium.  "He's  a 
Canadian  with  an  excellent  back- 
ground in  finance." 

Wilder  is  a  Harvard  MBA.  For 
26  years  he  was  with  Toronto's 
Wood  Gundy,  Canada's  biggest  in- 
vestment house,  lately  as  president, 

Wilder  of  Canadian  Gas 
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extending  its  underwriting  business 
and  raising  its  assets  to  nearly  50% 
more  than  its  nearest  rival's. 

In  the  mid-Sixties,  Wilder  made 
a  name  by  aiding  New  York's  Mor- 
gan Stanley  when  a  $1 -billion  fi- 
nancing began  to  flounder  for  Brit- 
ish Newfoundland  Corp.'s  Church- 
ill Falls  project.  Wilder  stepped  in, 
advised  delaying  an  equity  issue, 
and  instead  got  the  company  to 
spend  $35  million  of  its  own  mon- 
ey to  get  the  thing  started. 

How  does  he  plan  to  raise  the 
$5  billion?  "There's  room  for  some 
novel  financing,  but  I'd  prefer  not 
to  talk  about  it."  Can  he  really  raise 
that  much  money?  "Of  course.  Just 
look  at  the  financial  strength  of  the 
companies  in  the  consortium,  such 
as  Atlantic  Richfield,  Humble  Oil 
and  Canadian  Pacific.  And  others 
want  to  join."  Even  so.  Wilder  is 
not  yet  ruling  out  direct  participa- 
tion by  the  Canadian  government. 

For  a  moment,  just  for  a  mo- 
ment. Wilder  smiles.  "It's  a  great 
challenge  to  do  something  tangible 
after  you've  l)een  shuffling  papers 
around  for  26  years."  But  then  he 
clams  up  again.  ■ 
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Faces  Behind  the  Figures 


They're  Not  Buying  Used  Cars 
in  St.  Paul  This  Year 

Is  the  stock  market  a  barometer  of 
economic  conditions?  Anyone  who 
has  watched  the  gyrations  of  the 
market  over  the  past  few 
months  knows  it's  not.  Then  what 
is?  "The  newspaper  business,"  says 
Beunard  H.  Ridder  Jr.  When  a 
newspaper  is  booming,  the  com- 
munity it  serves  is  booming.  And 
right  now,  the  majority  of  the  na- 
tion's papers  are  booming. 

Ridder  is  president  of  Ridder 
PubHcations,  Inc.,  a  group  of  pa- 
pers in  13  cities  and  nine  states 
that  reach  from  New  York  to  CaU- 
fornia,  few  of  them  really  big,  but 
almost  all  of  them  prosperous.  His 
own  papers  are  doing  far  better 
than  last  year,  he  says,  and  this  is 
true  of  the  industry  generally.  "In 
the  first  six  months  of  this  year, 
advertising  revenues  in  the  industry 
were  up  between  13%  and  14%." 
And,  he  adds,  "the  prospects  for 
next  year  look  veiy  good." 

Help-wanted  ads  are  up.  "That 
means  there's  a  demand  for  labor." 

Real  estate  advertising  has  risen. 
"That  means  there's  a  strong  real 


Ridder  of  Ridder  Publications 


estate  market." 

Retail  advertising  has  risen.  Says 
Ridder:  "Retailers  are  advertising 
because  people  are  buying." 

Most  everywhere,  used-car  ad- 
vertising has  risen.  An  exception: 
St.  Paul,  where  his  company  owns 
two  papers:  The  Pioneer-Press  and 
The  Dispatch.  "I've  talked  with 
used-car    dealers    there,"    Ridder 


says.  "They  say  they're  not  advertis- 
ing because  they  have  so  few  cars 
to  sell.  New-car  buyers  are  keeping 
their  old  cars  as  second  cars." 

Newspapers  have  been  plagued 
by  rising  costs,  but  Ridder  fore- 
sees a  sharp  drop  in  the  rate  of 
increase.  Since  the  invention  of  the 
Linotype  in  1884,  there  had  been 
few  technical  innovations  in  the 
industry.  Now  they  are  coming  so 
rapidly  that  "you  don't  know  which 
one  to  adopt." 

It  will  take  some  years  before 
the  new  technology  comes  into  gen- 
eral use,  Ridder  admits.  Because  of 
union  resistance?  "Well,  the  unions 
do  accept  them— but  they  want 
some  control  over  how  the  elec- 
tronic equipment  is  introduced. 

"Over  the  years,  the  equipment 
will  come  in.  And  then  you'll  see  a 
sharp  drop  in  the  rate  of  rising  costs 
and  a  sharp  rise  in  profits." 

Given  the  upturn  in  economic 
conditions  this  year,  reflected  in 
advertising  upturns,  why  hasn't  the 
stock  market  responded?  Ridder 
says  it  doesn't  make  sense  to  him. 
Either  Wall  Street  sees  something 
he  doesn't  see,  or  he  sees  something 
Wall  Street  doesn't.  ■ 


The  Unlikeliest  Export 

We  read  in  the  papers  that  the 
head  of  the  New  York  Stock  Ex- 
change is  going  to  Russia,  partly 
because  the  Soviets  seem  to  want 
to  know  more  about  how  our  stock 
markets  work.  It  probably  won't 
hurt  us  any  to  tell  them;  but  Dr. 
David  T.  Kleinman,  a  professor  of 
finance  at  Fordham  University, 
thinks  we  should  tell  our  friends 
in  underdeveloped  countries. 

Stock  markets?  When  many  of 
them  are  unable  to  feed  their  peo- 
ple? Yes,  says  Kleinman,  a  func- 
tioning stock  market  is  essential  for 
orderly  economic  development. 

An  active  and  functioning  stock 
market,  Kleinman  argues,  would 
help  eliminate  the  need  for  foreign 
aid.  How  so?  By  giving  nationals  a 
reason  to  keep  their  capital  at 
home  rather  than  sending  it  abroad. 
"The  wealthy  people  in  Latin 
America  have  been  shipping  inor- 
dinate amounts  of  money  to  Switz- 
erland, Liechtenstein  or  the  U.S., 
because  there  are  no  good  vehicles 
for  investing  capital  and  preserv- 
ing it  in  their  own  countries." 

The  lack  of  a  good  stock  market 


also  promotes  ohgarchy  and  for- 
eign domination,  he  argues.  "Lack- 
ing real  capital  market,  the  only 
sizable  industrial  development  that 
can  be  financed  locally  is  either 
government-controlled,  initiated  by 
subsidiaries  of  foreign  companies 
or  by  a  few  wealthy  families.  The 
would-be  entrepreneur  simply  has 
no  access  to  capital." 


Kleinman  of  Fordham  University 
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Can  you  have  a  functioning 
stock  market  without  political 
stability?  Kleinman  prefers  to  re- 
verse the  question,  and  then  an- 
swers: "I  personally  think  that  eco- 
nomic stability  will  yield  political 
stability.  When  is  a  government 
thrown  out  of  office?  When  there's 
economic  instability." 

Kleinman  would  set  up  a  revolv- 
ing fund— underwritten  either  by 
the  U.S.  or  by  an  international 
body  like  the  World  Bank  or  the 
International  Monetary  Fund.  This 
fund  would  back  local  underwrit- 
ers and  market  makers  and  even 
help  finance  purchases  of  securities 
on  margin.  As  the  local  market 
grows  in  breadth,  it  would  coax 
out  local  capital  from  small  and 
medium  savers.  The  leverage,  he 
thinks,  would  be  tremendous. 

The  Brazilian  government  is  al- 
ready implementing  the  first  part 
of  a  Kleinman  plan  whereby  $60 
miUion  in  government,  A.I.D.  and 
World  Bank  money  would  be  used 
to  expand  the  big  but  somewhat 
depressed  stock  market  (Forbes, 
Aug.  15).  Kleinman  thinks  his  idea 
would  also  work  in  Mexico,  Vene- 
zuela, Colombia  and  Argentina.   ■ 
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Faces  Behind  the  Figures 


'Impossible  Task'? 

Rave  notices  greeted  last  month's 
announcement  that  Marshall  S. 
Armstrong  was  to  be  the  chairman 
of  the  newly  created  Financial  Ac- 
counting Standards  Board. 

The  old  Accounting  Principles 
Board,  staffed  on  a  part-time  basis 
b\-  18  leading  (and  practicing) 
CPAs,  had  moved  with  glacial 
speed  to  correct  the  serious  ac- 
counting abuses  of  the  late  Sixties. 
Its  replacement,  the  new  FASB,  is 
the  brainchild  of  lawyer  Francis  M. 
Wheat,  the  former  activist  member 
of  the  Securities  &  Exchange  Com- 
mission. The  FASB,  a  paid,  full- 
time,  seven-man  body  (including 
three  non-CPAs),  will  have  three 
times  the  staff  (32)  and  ten  times 
the  budget  ($3.5  million  a  year) 
of  the  old  APB. 

The  choice  of  Armstrong,  58, 
as  head  was  hardly  a  surprise.  He 
had  been  an  APB  member  for  six 
years,  and  had  commissioned  the 
Wheat  study  of  the  APB  when  he 
was  president  of  the  American  In- 
stitute of  Certified  Pubhc  Account- 
ants. As  FASB  chairman,  a 
$125,000  post,  Armstrong  gives  up 


Armstrong  of  Finaricial 
Accounfing  Standards  Board 

an  even  more  lucrative  job  as  man- 
aging partner  of  the  Indianapolis 
CPA  firm  of  George  S.  Olive  &  Co. 

Says  Amtistrong:  "I  hope  to  put 
together  an  organization  that  will 
be  able  to  demonstrate  that  it  can 
be     effective     in     dealing     with 


the  accounting  standards  problem." 

Perhaps.  But  it  takes  five  afirm- 
ative  votes  to  issue  an  opinion. 
"They've  got  an  impossible  task," 
says  John  K.  Shank  of  Harvard 
Business  School.  "The  APB  has  left 
the  really  loaded  issues  for  the 
FASB.  As  soon  as  the  board  issues 
a  hard-and-fast  opinion,  they're  go- 
ing to  divide  the  troops." 

Nor  is  Armstrong  generally  re- 
garded as  an  activist  reformer.  "He 
had  a  tendency  in  his  year  as  presi- 
dent of  the  AICPA  to  come  down 
squarely  on  both  sides  of  the  is- 
sues," observes  Professor  Abraham 
J.  Briloft  of  City  University  of  New 
York's  Baruch  College. 

And  what  of  the  troublesome 
problem  of  conflict  of  interests,  the 
reluctance  of  CPA  firms  to  bite  the 
coiporate  hand  that  pays  them? 
Armstrong  concedes  that  the  pro- 
fession and  the  APB  has  difficulties 
with  its  image.  But,  he  says,  "I 
can't  point  to  a  single  instance 
where  an .  APB  member  was  in- 
fluenced by  a  client  or  his  firm." 

Investors  will  have  to  be  shown 
that  it's  not  the  same  old  stoiy, 
that  the  more  things  change  the 
more  they  are  the  same.  ■ 


Fool's  Gold  Rush? 

Fellow  in  a  small  town  walks  into 
the  barbershop  and  starts  a  rumor 
about  a  gold  find  just  west  of  town. 
Starts  a  stampede.  In  the  end  the 
rumormonger  gets  stampeded  him- 
self. "Might  be  something  in  it," 
he  decides. 

Reminds  us  of  how  Nicolas 
Chamey  and  John  Veronis  sold 
their  magazine,  PsycJwlogy  Today, 
to  Boise  Cascade  for  $19  million 
{see  p.  72)  in  1970.  Boise  was 
convinced  that  magazine  publish- 
ing Veronis-Charney  style  was  a 
gold  mine.  Nick  and  John  report- 
edly got  around  $4  million  as  their 
share.  Boise  soon  discovered  that 
publishing  isn't  always  a  gold  mine. 

But  look  what  happened  to  Nick 
and  John,  those  persuasive  young 
men.  They  began  to  itch  for  new 
ventures.  Saturday  Review,  a 
marginally  successful  publication, 
belonged  to  Norton  Simon,  Inc., 
which  wanted  out.  Charney  and 
Veronis  felt  there  was  gold  there. 

They  quit  Boise  and  Psychology. 
It  took  only  one  phone  call  to  raise 
most  of  the  money  they  needed. 
The  call  was  to  Dan  Lufkin,  the 


co-founder  of  Donaldson  Lufkin  & 
Jenrette.  Soon  Charney  and  Ver- 
onis had  in  hand  some  $5  million 
in  outside  venture  capital. 

Their  idea  was  synergism:  Split 
the  venerable  weekly  magazine  in- 
to four  glossy  monthlies,  raise  the 
circulation.  In  their  first  18 
months,  Charney  and  Veronis  will 
have  spent  an  estimated  $13  mil- 
lion of  their  backers'  money.  Veron- 
is says  the  losses  were  actually  in- 
vestments in  the  future.  A  few  mil- 
lions to  test-market  the  "family  of 
magazines"  idea,  a  few  more  mil- 
lions to  launch  the  new  magazines 
and  create  a  book  club  for  each. 
And  a  few  hundred  thousand  to 
move  the  main  offices  to  San  Fran- 
cisco, at  least  partly  becau.se  "New 
York  is  an  awful  place  to  live,"  as 
Charney  puts  it. 

By  late  summer  Charney  and 
Veronis  were  strapped  for  cash.  Af- 
ter taking  a  look  at  Saturday  Re- 
view Industries'  "investments"  to 
date,  prospective  backers  began 
turning  the  duo  down.  Charney 
and  Veronis  reapproached  some  of 
the  same  people,  this  time  report- 
edly pleading  for  $150,000  to  meet 
their  payroll.  No  dice. 


Charney  and  Veronis  of  SRI 


Reenter  the  original  investors, 
already  on  the  hook  for  roughly 
$10  million.  They  forked  over  at 
least  $5  million  more,  this  time 
with  strings  attached.  The  investors 
added  two  representatives  to  the 
executive  committee,  giving  them 
three  votes  against  Charney's  and 
Veronis'  two  in  any  future  dispute 
over  "investments"  in  SRI. 

The  last  chapter  isn't  written. 
When  it  is,  it  could  turn  out  thai 
there  wasn't  much  gold  in  those 
mines  after  all.   ■ 
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Pkvsumerism 


What  it  means 
to  the  marketer. 


The  word  is  new.  So  is  the  mar- 
keting philosophy  behind  it. 

Prosumerism  is  a  realistic  way 
of  looking  at  a  1970's  phenomenon 
called  "consumerism."  Not  with 
apprehension  or  distrust,  but  with 
understanding  and  optimism. 

Professor  Philip  Kotler* 
summed  it  up  in  his  recent  Harvard 
Business  Review  article:  "The  en- 
lightened marketer  attempts  to  sat- 
isfy the  consumer  and  enhance  his 
total  well-being  on  the  theory  that 
what  is  good  in  the  long  run  for  con- 
sumers is  good  for  business." 

Innovative  marketers  are  find- 
ing new  solutions  to  consumer 
problems. 

Fifteen  top  executives  of  a 
major  appliance  company  ride  serv- 
ice trucks  to  learn  first-hand  what 
customers  think  of  their  products. 

An  automotive  manufacturer 
has  formed  a  whole  new  division 
designed  to  make  servicing  cars  as 
important  as  selling  them. 

A  leading  food  packer  has  just 
announced  nutritional  labeling  for 
the  bulk  of  its  products  —  and  the  ben- 
efit of  consumers. 

*rrofnMX  of  M^ding,  Graduate  School  of  Managemcnl.  NorthHcMcm  VnivcTM'ty. 


Alert  marketers  also  recognize 
the  need  for  more  informative  adver- 
tising. They  know  that  consumers 
not  only  object  to  some  of  the  things 
that  ads  say,  but  also  to  some  of  the 
things  they  don't  say. 

A  TV  manufacturer  currently 
emphasizes  full  warranty  informa- 
tion in  his  ads. 

A  toy  marketer  is  running  a 
highly  informative  series  on  how 
playtools  shape  a  child's  world. 

Supermarkets  are  helping 
shoppers  with  consumer-oriented 
product  information  ads. 

And  as  the  need  for  confidence 
jind  believability  continues  to  in- 
crease, we'll  be  seeing  more  and 
more  informative  advertising.  More 
salient  facts  right  along  with  basic 
sell. 

Today's  marketers  are  more 
convinced  than  ever  that  informative 
advertising  not  only  meets  consum- 
ers' needs,  but  also  has  a  very  real 
effect  on  profits. 

And  they  know  that  this  kind  of 
prosumerist  advertising  works  best 
in  our  kind  of  magazine. 

Five  recently  completed  studies 


indicate  why.  They  demonstrate  sev- 
eral important  facts  about  women's 
confidence  in  the  editorial  and  adver- 
tising that  appear  in  the  niagazines 
they  read. 

There  are  significant  differ- 
ences among  fields  of  magazines, 
as  well  as  among  the  individual 
magazines  within  the  fields. 

In  the  women's  field,  as  well  as 
among  all  14  magazines  studied, 
more  women  have  the  most  confi- 
dence in  the  editorial  and  advertising 
that  appear  in  Good  Housekeeping. 

In  today's  climate  of  consumer 
skepticism  —  confidence  and  behev- 
ability  have  become  major  factors 
in  the  media  buying  decision.They're 
directly  related  to  the  way  products 
move  in  the  marketplace. 

Here  at  Good  Housekeeping, 
we  make  sure  that  women  never 
lose  confidence  in  what  we  say. 
Which  makes  what  you  say  all  the 
more  believable. 

And  makes  one  magazine  the 
best  place  to  say  it. 

Good  Housekeeping 

The  Prosumer  Magazine 

v"  ir       .  % 

•  Good  Housekeeping  • 


The  Funds 


Tapping  the  Savings  IVIarl<et 


One  major  area  of  investments 
from  which  individuals  have  been 
effectively  excluded  is  the  market 
for  U.S.  government  securities.  To 
be  sure,  individuals  could  and  did 
purchase  certain  kinds  of  govern- 
ment obligations,  notably  Treasury 
savings  bonds.  But  trying  to  buy 
many  other  kinds  of  Treasury  ob- 
ligations, especially  so-called  "agen- 
cy obligations"  such  as  those  of  the 
Farmers  Home  Administration  or 
the  Bank  for  Cooperatives,  was  so 
hard  for  an  individual  investor  as 
to  be  effectively  impossible. 

For  example,  few  individuals 
would  be  prepared  to  come  up 
with  the  large  minimum  purchase 
required,  often  $25,000  and  at 
times  much  higher  {see  below). 
The  individual  who  insisted  on  be- 
ing an  intruder  in  this  institution- 
dominated  market  could  count  on 
losing  a  half  point  or  more  of  yield, 
as  compared  with  the  institutional 
buyer  dealing  in  lots  of  $1  million 
or  more.  And  whatever  the  individ- 
ual investor  lost  on  the  way  in, 
he  could  count  on  losing  again  if 
he  had  to  sell. 

It  is  this  group  of  investors  that 
the    Fund    for    U.S.    Government 


Securities  Inc.  was  aimed  at  reach- 
ing. Started  three  years  ago  with 
$100,000  assets  by  Federated  Se- 
curities Corp.,  a  Pittsburgh  distrib- 
utor of  a  group  of  16  mutual  funds, 
today  its  assets  are  approaching 
$90  million,  and  for  three  years 
straight  it  has  yielded  7%  net  after 
commissions.  Today,  says  President 
Glen  R.  Johnson,  43,  "We  are  tak- 
ing in  money  at  a  rate  in  excess  of 
$1  million  a  week." 

That's  a  pretty  good  showing  for 
a  mutual  fund  that  charges  at 
most  1.5%  on  the  minimum  per- 
mitted investment,  $250.  (At 
$10,000,  the  load  drops  to  1%,  and 
so  on  down  to  one-tenth  of  1%  at 
$500,000.)  The  fund  now  has  over 
12,000  shareholders  with  an  av- 
erage investment  of  nearly  $8,000. 
What  motivates  its  salesmen  and 
fund  manager? 

"For  one  thing,"  explains  Presi- 
dent Johnson,  who  came  to  his 
present  job  from  running  the  Trea- 
sury's Savings  Bond  dfvision,  "this 
kind  of  money  is  serious  money, 
savings  money,  that  wasn't  destined 
for  stocks  or  even  higher  yielding, 
more  speculative  bonds.  It  isn't 
very  hard  for  a  broker  to  sell  a 


yield  of  7%  that's  government  guar- 
anteed as  to  interest  and  where 
the  risk  of  capital  loss  is  modest." 
To  judge  from  the  sales  growth, 
quite  a  few  investors  are  willing  to 
risk  possible  fluctuation  in  market 
^I'alue  in  return  for  extra  interest 
on  part  of  their  savings  money. 

Further,  says  Johnson,  some 
sales  are  low  cost:  "A  surprising 
number  come  in  over  the  transom 
from  people  who  have  heard  of 
the  fund  through  a  friend  or  rela- 
tive"—though  he  adds  that  more 
commonly  "we  wind  up  paying  the 
broker  or  dealer  $14.50  for  every 
$1,000  they  sell,  and  we  get  a  big 
50  cents." 

But  Johnson's  real  objective  is 
the  management  fee  of  one-fourth 
of  1%  of  assets  plus  4.5%  of  gross 
income,  which  currently  add  up 
to  0.55%.  Obviously,  such  a  fee 
varies  slightly  with  "performance," 
meaning  interest  levels  on  govern- 
ment .securities,  but  only  slightly: 
If  yields  dropped  to  6%,  the  fund 
would  still  collect  over  one-half  of 
1%;  at  9%,  it  would  get  0.65%. 

Maintains  Johnson,  "I  think  we 
really  earn  our  management  fee. 
We  have  obtained  7%  or  better 
yields  net  from  U.S.  governments 
in  the  past  three  years  when  such 
coupons  on  new  issues  weren't 
available.  If  we  can  get  a  yield  of 
8%  or  9%  in  the  future,  which 
would  give  us  a  spread  of  3%  to 
4%  in  yield  over  banks  and  savings 
bonds,  why  shouldn't  we  get  a 
tenth  of  1%  more?" 

The  market  for  such  funds, 
Johnson  goes  on,  "unquestionably 
runs  into  the  billions.  It  includes 
not  only  the  small  investor  but 
small  businesses,  small  banks  and 
small  insurance  companies  that 
can't  buy  in  the  volume  and  price 
we  can.  You  know,  if  we  buy  and 
.sell  $1  million  worth  of  U.S.  gov- 
ernments at  a  time,  wc  are  still 
veiy  small.  Why,  Salomon  Brothers 
trades  $1  billion  per  day." 

Why  haven't  more  U.S.  govern- 
ment funds  been  started?  There 
are  .several  theories,  often  unper- 
suasive— such  as  one  to  the  effect 
that  fund  managers  would  there- 
by be  going  into  competition  with 
the  banks  from  which  they  must 
borrow.  But  whatever  the  reasoii 
for  the  lack,  it  is  being  remedied 
rapidly.  At  least  two  more  such 
funds  have  been  started  in  the  last 
two  months,  and  others  are  re- 
ported in  the  works.   ■ 
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Ford  Motor  Credit  Company 

$100,000,000 

7%  Notes  due  April  15, 1980 

Price  100.10% 


Pluj  accrued  intereit  from  October  15,  1972 


$50,000,000 
7^2%  Debentures  due  October  15, 1992 

Price  100% 

Plui  accrued  intereit  from  October  IS,  1972 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Dillon,  Read  &  Co.  Inc. 


Goldman,  Sachs  &  Co. 
The  First  Boston  Corporation 


Kuhn,  Loeb  &  Co. 
Salomon  Brothers 
Halsey,  Stuart  &  Co.  Inc. 


Incorporated 

Smith,  Barney  &  Co. 


Stone  &  Webster  Securities  Corporation 


Lehman  Brothers  Merrill  Lsmch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Blyth  Eastman  Dillon  &  Co.  Drexel  Firestone  duPont  Glore  Forgan 

Incorporated  Incorporated  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes        Kidder,  Peabody  &  Co.        Lazard  Freres  &  Co.         Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.       Dean  Witter  &  Co.        Bache  &  Co.       Basle  Securities  Corporation        Bear,  Steams  &  Co. 

Incorporated  Incorporated 

Deutsche  Bank        EuroPartners  Securities  Corporation         Hill  Samuel  Securities         E.  F.  Hutton  &  Company  Inc. 

AktiengetelUchaft  Corporation 

Kleinwort,  Benson  W.  H.  Morton  &  Co.  New  Court  Securities  Corporation  Paribas  Corporation 

Incorporated  Incorporated 

Reynolds  Securities  Inc.       N.  M.  Rothschild  &  Sons        J.  Henry  Schroder  Wagg  &  Co.        Shearson,  Hammill  &  Co. 

^'  Lin. i  ted  Limited  Incorporated 

SoGen  International  Corporation  Swiss  American  Corporation  UBS-DB  Corporation  Allen  &  Company 

Incorporated 

Burnham  &  Company  Inc. 


American  Securities  Corporation 


Alex.  Brown  &  Sons 


A.  G.  Becker  &  Co. 

Incorporated 

Clark,  Dodge  &  Co.       The  Daiwa  Securities  Co.  America,  Inc.       Dominick  &  Dominick,       F.  Eberstadt  &  Co.,  Inc. 

Incorporated  Incorporated 

Hallgarten  &  Co.  Hayden  Stone  Inc.  W.  E.  Hutton  &  Co.  Ladenburg,  Thalmann  &  Co.  Inc. 


F.  S.  Mo'seley  &  Co.  The  Nikko  Securities  Co.  Nomura  Securities 

International.  Inc.  International  Inc. 

Piper,  Jaffray  &  Hopwood  R.  W.  Pressprich  &  Co. 

Incorporated  Incorporated 

Shields  Securities  Corporation  F.  S.  Smithers  &  Co.,  Inc. 


John  Nuveen  &  Co. 

Incorporated 

L.  F.  Rothschild  &  Co. 


Walston  &  Co.,  Inc. 

October  20, 1972. 


Wood,  Struthers  &  Winthrop  Inc. 


G.  H.Walker  &  Co. 

Incorporated 

Yamaichi  Securities  Company  of  New  York,  Inc. 


CJUAKER 
892,529  Shares 


The  Quaker  Oats  Company 


Common  Stock 

($5  par  value) 


Price  $39.25  Per  Share 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co.  Lazard  Freres  &  Co.  White,  Weld  &  Co. 

Incorporated 

A.  G.  Becker  &  Co.  The  First  Boston  Corporation  Blyth  Eastman  Dillon  &  Co. 

Incorporated  Incorporated 

Drexel  Firestone  duPont  Glore  Forgan  Halsey,  Stuart  &  Co.  Inc. 

Incorporated  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes      E.  F.  Hutton  &  Company  Inc.       Loeb,  Rhoades  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith      Paine,  Webber,  Jackson  &  Curtis      Salomon  Brothers 

Incorporated  Incorporated 

Smith,  Barney  &  Co.  Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Bache  &  Co.  Reynolds  Securities  Inc.  Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 

Basle  Securities  Corporation  Bear,  Stearns  &  Co.  William  Blair  &  Company 

Burnham  &  Company  Inc.       Clark,  Dodge  &  Co.       Harris,  Upham  &  Co.       Hayden  Stone  Inc. 

Incorporated  Incorporated 

W.  E.  Hutton  &  Co.  Kleinwort,  Benson  F.  S.  Moseley  &  Co.  Paribas  Corporation 

Incorporated 

Piper,  Jaffray  &  Hopwood  R.W.  Pressprich  &  Co.  L.  F.  Rothschild  &  Co. 

Incorporated  Incorporated 

Swiss  American  Corporation       Thomson  &  McKinnon  Auchincloss  Inc.       Spencer  Trask  &  Co. 

Incorporated 

UBS-DB  Corporation  G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc. 

Incorporated 

October  26, 1972 


The  Forbes  Index. 
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Composed  of  the  following; 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  mventories) 

•  How  intensively  are  we  building''  (Dept.  of 
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1963 

1964 
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1968 
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19 

Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


AUG.  113.9 

SEPT 115.0 

OCT 115.2 

NOV 116.7 

DEC 117.1 

JAN.  117.8 

FEB.  119.0 

MAR 122.0 

APR 122.5 

MAY  124.0 

JUNE  124.3 

JULY  124.4 

AUG 125.9 

SEPT.  (Prel.)   126.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  CDepf.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 
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MARKET  COMMENT 

By  L  0.  Hooper 


What's  An  Attainable  Objective? 


Not  too  long  ago,  some  younger 
money  managers,  at  least  by  infer- 
ence, were  encouraging  the  idea  that 
a  really  well-managed  common  stock 
account  should  have  as  an  objective 
an  annual  enhancement  of  18%  to  25% 
in  income  plus  capital  appreciation. 
Some  of  us,  more  experienced  and 
less  impressed  by  what  had  been  ac- 
complished in  a  few  most  unusual 
years,  thought  this  was  expecting  too 
mucl>,  and  we  said  so.  It  is  interesting 
now  t'o  witness  the  same  young  money 
managers  talking  about  9%  to  12% 
from  income  plus  capital  gains. 

What  counts  is  the  performance 
of  the  whole  portfolio,  not  the  be- 
havior of  the  one  best  stock  in  it.  Sad 
to  relate,  no  one's  selections  are  100% 
profitable.  You  must  have  one  or  two 
spectacnjlar  ones  to  offset  the  dismal 
failures,  but  usually  about  half  your 
selections  are  little  better  than  neu- 
tral. Furthermore,  over  a  period  of 
five  or  ten  years  you  are  sure  to  have 
some   disappointing  periods  to  offset 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


the  years  in  which  you  can  be  elated. 
This  year,  for  instance,  has  not  been 
too  terrible  so  far  as  the  action  of  the 
DJI  is  concerned,  but  it  has  been 
simply  a  disaster  for  those  who  have 
been  trying  to  make  money  fast  in  run- 
of-mine  high-multiple  growth  stocks. 

While  most  of  these  younger  mon- 
ey managers  admit  that  they  never 
have  owned  a  bond,  or  had  a  bond  in 
their  portfolios,  they  are  now  saying 
that  perhaps  you  might  get  7/2%  in- 
terest plus  3%  to  5%  appreciation  in 
good  bonds,  and  that  this  might  be 
just  as  good  as  4%  in  dividends  plus 
6%  or  7%  appreciation  in  stocks.  Such 
thinking,  of  course,  reflects  a  chastened 
attitude,  and  the  stock  market  in  turn 
reflects  a  chastened  state  of  mind. 

Coming  now  to  the  stock  market,  I 
wonder  how  many  people  realize  just 
how  "dead"  it  was  up  to  Nov.  1.  We 
are  told  that  it  is  fair  to  assume  that 
60%  of  the  transactions  on  the  NYSE 
have  been  for  institutional  accounts. 
On  the  ASE,  the  institutional  interest 
may  have  been  as  little  as  40%,  and 
perhaps   50%   of  the   over-the-counter 


business.  If  these  figures  are  any- 
where near  right,  the  public,  as  dis- 
tinguished from  the  institutions,  has 
until  recently  been  doing  9  million 
shares  a  day  on  the  NYSE,  1.2  mil- 
lion on  the  ASE  and  3.5  million  on 
the  o-t-c  market.  That  would  be  13.7 
million  shares  a  day  for  about  32 
million  individual  stockholders. 

With  such  a  small  public  interest 
in  the  market,  it  is  hardly  a  mystery 
that  a  stock  like  Levitz  Furniture  or 
Holiday  Inns  has  acted  so  badly  when 
some  institutions  suddenly  decide  to 
sell  it,  and  no  other  institutions  want 
to  buy  it.  When  the  institutions  don't 
want  to  take  in  one  another's  wash- 
ing anymore,  obviously  there  is  no 
public  laundry. 

Why  has  public  interest  been  so 
siTiall?  There  are  lots  of  reasons.  One 
is  that  the  public  has  learned  it  pays 
to  invest  rather  than  to  speculate.  It  is 
holding  good  stocks  longer.  Another 
is  that  when  the  stock  market  frater- 
nity was  making  so  much  money  from 
the  "big  tickets"  of  the  institutions,  it 
neglected  its  bread-and-butter  public 
business.  The  public's  new  savings 
have  been  going  into  savings  banks, 
savings  &  loans,  real  estate,  etc.,  be- 
cause of  Wall  Street's  default.  In  short, 
the  securities  industry  has  allowed  its 
biggest  market  to  go  elsewhere.  Word 
also  got  around,  sometimes  through 
very  sad  experience,  that  the  stock 
market  for  some  time  has  been  an  un- 
profitable servant  for  speculators.  All 
this    absence    of    public    interest    has 
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Value  Line  for  the  next 
three  months  for 

only  *25 


(REGULAR 
RATEH9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 

SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 

MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  It 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 
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^^  ^^  THE  VALUE  LINE  INVESTMENT  SURVEY 

V         Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

LjBegin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 

[]]l.would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189.  Foreign  rates  available  on  request. 
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begun  to  impress  NYSE  house  man- 
agements, but  they  are  slow  about 
doing  anything  about  it.  The  thing 
that  impresses  them  most  is  that  the 
"big  ticket"  business  is  getting  much 
less  profitable  under  negotiated  com- 
missions, and  that  there  is  tough  third- 
market  competition  for  it. 

Biggest  in  Us  Field 

•^It  is  my  opinion  that  the  brokerage 
business  has  been  about  as  bad  as  it 
is  possible  for  it  to  be  in  an  economy 
where  32  million  people  own  common 
stocks.  The  recent  ownership  distur- 
bance among  public  stockholders,  was 
not  more  than  routine,  and  a  very  low 
routine  at  that.  This  makes  me  think 
that  a  stock  like  Merrill  Lynch  at 
around  28  (vs.  a  1972  high  of  46) 
should  be  an  excellent  investment. 
Merrill  Lynch  is  by  far  the  largest 
unit  in  the  business  and  is  better  pre- 
pared to  do  a  large  public  business 
profitably  than  perhaps  any  other 
firm.  It  is  not  neglecting  any  potential 
opportunity  to  serve  the  individual. 

It  is  now  only  about  six  weeks  to 
the  end  of  the  year.  It  is  possible  at 
this  time  to  say  with  some  confidence 
that  earnings  of  the  DJI  this  year  will 
be  about  $63.50  a  share  vs.  $55.09 
in  1971  and  $51.62  in  1970.  All  this 
year  the  trend  in  business  and  earn- 
ings has  been  better  than  the  trend 
in  stock  prices.  The  apparent  resolu- 
tion of  the  Vietnam  war  plus  the  re- 
moval of  the  McGovem  threat  should 
provide  enough  confidence  to  put  the 
DJI  through  the  mystical  1000  level 
long  before  yearend.  You  know,  $1 
a  share  in  the  price  of  each  share  in 
the  Dow  Index  is  about  11  points  in 
the  "average,"  and  $1  a  share  in  some 
of  these  high-priced  stocks  is  not 
much.  From  975  to  1000,  too,  is  only 
a  httle  more  than  2)2^.  The  Dow  at 
1000  would  be  seUing  at  15.8  times 
this  year's  earnings  vs.  a  range  of  be- 
tween 12  and  20  times  for  the  past 
ten  years.  At  16  times,  it  would  be  in 
the  middle  of  the  ten-year  range. 

I  never  have  regarded  year-end  tax 
selling  to  accrue  losses  to  offset  capital 
gains  as  an  important  price-trend 
factor.  Usually,  when  one  stock  is 
sold  for  tax  purposes,  another  is 
bought  immediately  with  the  pro- 
ceeds. This  year's  tax  selling  probably 
will  be  in  less-than-average  volume. 
Not  many  people  have  profits  to  off- 
set, and  a  great  deal  of  the  loss-tak- 
ing has  already  been  recorded. 

The  electric  utility  industry  ap- 
parently is  growing  faster  than  at  any 
time  in  this  decade  and  promises  to 
grow  even  faster.  It  must  raise  huge 
amounts  of  new  capital  to  give  the 
public  the  power  it  demands.  If  the 
public  is  to  get  this  power,  it  will 
have  to  pay  for  it;  and  the  regulative 
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bodies  will  be  forced  to  grant  the  rate 
increases  necessary  to  make  the  in- 
dustry prosperous. 

Faced  with  the  necessity  of  selling 
additional  bonds  and  additional 
stocks,  this  industry  is  not  likely  to 
cut  any  dividend  rates,  and  it  is  sure 
to  continue  the  policy  of  paying 
slightly  higher  common  dividends 
every  year  whenever  possible.  For  in- 
come, therefore,  these  6%  to  more  than 
1%  returns  on  electric  utility  shares 
are  decidedly  attractive.  The  public, 
and  to  a  lesser  extent  the  institutions, 
recognize  this.  Thus  far  the  securities 
industry  has  found  the  new  issues  of 
the  electric  utility  industry  not  dif- 
ficult to  sell.  Furthermore,  the  securi- 
ties industry  has  been  doing  a  good 
job  getting  these  stocks  to  the  public 
and  thus  competing  with  the  savings 
banks  with  income  investments. 

Suggesfed  Utilities 

Tlie  average  utility  stock  now  is 
selling  to  oiler  a  return  of  just  under 
7%  at  a  little  less  than  12  times  earn- 
ings. Some  yield  more  than  7%  and 
sell  for  less  than  10  times.  The  growth 
area  companies  usually  sell  to  yield  a 
little  less  than  the  others.  If  you  can 
get  a  return  of  6%  plus  an  apprecia- 
tion of  6%  or  more,  which  should  not 
be  too  difficult,  that's  not  far  from  an 
average  anticipated  portfolio  behavior. 
1  like  them  all.  Virginia  Electric  <b- 
Power  (20),  Cincinnati  Gas  6-  Electric 
(25),  Union  Electric  (18)  and  Utah 
Power  <b  Light  (37)  are  representa- 
tive. To  repeat,  there  are  unlikely  to 
be  any  dividend  cuts  in  this  industry. 

Briefly,  Ford  Motor  (72)  looks  like 
a  cheap  blue  chip.  It  should  earn  be- 
tween $8  and  $8.50  this  year.  ...  As 
a  radical  speculation,  Alaska  Inter- 
state (36)  still  looks  good.  It  usually 
is  a  fast  mover,  and  should  profit  from 
the  inevitable  building  of  the  Alaska 
pipeline. .  . .  Arvin  Industries  (26)  is 
having  a  big  year,  and  by  late  next 
year  should  begin  to  benefit  from  its 
strong  position  as  a  builder  of  exhaust 
systems. . .  . 

Federal  National  Mortgage  (22) 
should  earn  $2.25  a  share  this  year 
and  prol^ably  more  in  1973.  .  .  .  Our 
old  friend,  Pend  Oreille  Mines  ir 
Metals  (around  5  on  the  Pacific  Stock 
Exchange)  has  sneaked  into  the  oil 
and  gas  business  through  an  impor- 
tant discovery  in  Louisiana.  The  ini- 
tial well  seems  to  be  a  big  one,  and 
tlie  gas  from  it  will  be  undedicated 
and  command  a  high  price.  Other 
drilling  is  expected.  The  market  in 
tlie  stock  is  thin.  .  .  .  Don't  worrv 
about  IBM  (387).  If  it  is  to  be 
broken  up  through  an  antitrust  suit, 
it  will  take  years;  and  it  is  a  foregone 
conclusion  that  the  parts  would  be 
wortli  more  than  the  whole.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Superb  Timing 


I  don't  care  for  whom  you  voted 
last  week,  you  certainly  have  to  hand 
it  to  President  Nixon:  His  game  plan 
for  reelection  worked  to  perfection. 
The  apparent  imminence  of  a  cease- 
fire in  Indochina  was,  of  course,  the 
most  effective  ploy  to  take  the  wind 
out  of  McGovem's  campaign,  which 
must  have  been  a  frustrating  experi- 
ence from  start  to  finish.  Nixon's  cau- 
tious attempts  at  rapprochement  with 
Red  China  and  the  USSR  also  were 
timed  to  create  the  right  image  at 
the  right  time. 

And  the  game  plan  produced  su- 
perior results  in  the  field  of  econom- 
ics, where  the  accomplishments  are 
as  undeniable  as  they  are  visible.  Un- 
less the  official  statistics  have  been 
tampered  with,  which  is  unlikely,  one 
has  to  concede  that  the  achievements 
of  the  past  year  have  been  impres- 
sive. Gainful  employment  is  at  an  all- 
time  high,  and,  despite  population 
growth  and  the  return  of  military  per- 
sonnel and  workers  in  armament  in- 
dustries to  the  civilian  labor  force,  un- 
employment has  been  kept  fairly  close 
to  an  acceptable  level.  The  GNP  and 
personal  incomes  are  at  new  peaks, 
and  the  so-called  leading  indicators 
point  to  further  advances  in  the 
months  ahead.  Interest  rates  have 
been  remarkably  stable,  and  the  sup- 
ply of  short-term  and  long-term  credit 
is  ample.  Furthermore,  in  spite  of  the 
Federal  Reserve's  generous  additions 
to  the  money  supply  and  in  spite  of 
high  deficits  in  the  federal  budget, 
the  rate  of  inflation  has  been  reduced 
well  below  the  levels  presently  pre- 
vailing abroad.  Even  the  dollar,  which 
was  so  wobbly  a  year  ago,  is  begin- 
ning to  show  signs  of  strength  in  the 
foreign  exchange  markets. 

Aggressive  Buying 

All  that  had  been  knovsTi  for  some 
time,  of  course.  However,  it  was  not 
until  precisely  one  week  prior  to  elec- 
tion day  that  the  stock  market  woke 
up  to  the  fact  that  this  country  was 
indeed  enjoying  a  remarkable  degree 
of  prosperity.  It  shook  off  its  lethargy 
and  emerged  from  the  doldrums  with 
a  vigor  the  likes  of  which  has  not 
been  seen  in  many  a  month.  As  I  said 
in  my  Nov.    1   column:    "When   the 

Mr.  Biel  is  a  senior  vie*  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


turn  in  the  market  comes,  everyone 
will  hustle  to  get  on  the  bandwagon 
in  time,  and  the  first  20  points  in  the 
DJI  may  be  regained  in  a  matter  of 
hours,  not  days."  And  that's  the  way 
it  happened. 

As  was  to  be  expected,  the  pre- 
election rally  was  sparked  by  aggres- 
sive institutional  buying.  In  that  one 
week  there  were  over  700  block  trans- 
actions on  the  NYSE,  i.e.,  trades  of 
10,000  shares  or  more.  The  Hst  of  new 
highs  included  most  of  the  high-qual- 
ity growth  stocks  which  have  been, 
and  apparently  still  are,  the  favorites 
of  the  banks,  trusts  and  pension  ftmds, 
and  the  insurance  companies.  That's 
where  the  money  is,  and  it  is  quite 
pointless  for  the  individual  investor  to 
argue  that  the  price/ earnings  ratios  of 
the  super-blue  chips  are  too  high.  It 
makes  a  fundamental  difference 
whether,  as  a  small  investor,  you  buy 
a  hundred  shares  of  a  Merck  (P/E  of 
46),  Kresge  (55)  or  Eastman  Kodak 
(46),  or  as  an  institutional  investor 
you  merely  add  to  a  huge  portfolio 
of  such  stocks  whose  average  cost, 
presumably,  is  far  below  current  lev- 
els. This  is  a  psychological  handicap, 
and  is  a  main  reason  why  the  individ- 
ual investor— and  he  need  not  even 
be  a  "small"  investor— prefers  to  look 
for  stocks  where  there  seems  to  be  a 
reasonable  relationship  between  price 
and  earnings. 

One  such  group  was,  and  to  a 
somewhat  lesser  degree  still  is,  the 
major  oils.  However,  after  a  stock  like 
Mobil  Oil  has  moved  up  40%  in  the  past 
six  months,  it  would  be  unrealistic  to 
expect  similar  gains  from  here  on.  In- 
vestors are  also  rediscovering  insur- 
ance stocks.  Travelers  (43),  for  ex- 
ample, reported  sparkling  earnings  of 
$2.37  a  share  for  the  first  nine 
months,  a  47%  gain  over  last  year.  Al- 
though the  dividend  yield  of  2%  is 
a  bit  thin,  Travelers,  at  only  13  times 
past  12-month  earnings,  represents 
good  value. 

Notwithstanding  Forbes'  harsh  ap- 
praisal of  the  problems  of  the  utility 
industry  in  the  Nov.  1  issue,  a  grow- 
ing number  of  investors  find  it  dif- 
ficult to  resist  the  temptation  of  high 
yields  and  low  P/Es.  Since  the  elec- 
tion is  out  of  the  way,  some  of  the 
politically  deferred,  but  urgently 
needed  rate  increases  will  be  forth- 


coming. Many  utiUty  companies  are 
continuing  their  traditional  policy  of 
annual  dividend  increases.  Investors 
like  this  because  it  has  served  to  off- 
set the  impact  of  inflation. 

This  year  has  been,  and  1973 
should  be,  a  very  good  year  for  the 
American  farmer.  Our  outstanding 
ability  to  produce  is  now  being  sought 
by  the  world's  most  populous  coun- 
tries, which,  for  one  reason  or  another, 
have  difficulty  feeding  their  people. 
The  obvious  way  to  participate  is  the 
farm  equipment  business,  and  al- 
though the  leading  stocks  in  this  in- 
dustry have  enjoyed  a  substantial  ad- 
vance—Deere  &  Co.  is  at  its  alltime 
high— they  are  less  overpriced,  rela- 
tively speaking,  than  the  popular 
growth  stock  favorites.  International 
Harvester  (38),  whose  mediocre  rec- 
ord of  the  past  decade  or  longer  has 
tarnished  the  stock's  investment  im- 
age, should  be  in  for  a  period  of  high 
prosperity  with  possible  earnings  of 
better  than  $3.50  a  share  in  its  new 
fiscal  year.  A  P/E  of  11  makes  ade- 
quate allowance  for  the  company's 
less-than-glorious  past  and  does  not 
seem  unduly  to  discount  a  more  prom- 
ising future. 

Steady  Growffi 

I  have  written  about  Papercraft 
(32)  off  and  on  over  the  years,  com- 
menting on  its  steady  growth  in  sales 
and  per-share  profits.  The  latter  more 
than  doubled  in  the  past  five  years, 
rising  from  91  cents  a  share  in  1967 
to  an  estimated  $2.20  this  year.  The 
stock  is  presently  selling  only  slightly 
above  its  low  for  the  past  two  years 
and  far  below  its  high.  The  market, 
it  seems,  is  puzzled  by  the  fact  that 
third-quarter  sales  were  lower,  al- 
though profits  were  up  7.5%.  This  ap- 
parent contradiction  is  no  cause  for 
fretting,  since  it  merely  reflects  the 
elimination  of  some  of  the  less  desir- 
able divisions  of  Odell,  which  was 
acquired  by  Papercraft  in  1971.  In 
my  opinion,  this  stock  deserves  a 
higher  multiple  than  the  present  15. 

Genuine  Parts,  another  one  of  my 
favorites,  is  hurting  because  its  profit 
margin  is  bumping  against  the  ceiling 
imposed  by  the  Price  Commission.  As 
a  result,  September  quarter  earnings 
were  only  a  penny  more  than  the  27 
cents  a  share  for  the  same  period 
last  year.  This  unfortunate  retarda- 
tion of  earnings  growth,  hopefully,  is 
only  a  temporary  affliction  which 
should  not  diminish  the  fundamental 
merits  and  attractiveness  of  this  stock. 
Since  1951  Genuine  Parts'  earnings 
have  increased  in  every  year,  with  the 
sole  exception  of  1960.  Selling  now 
at  37,  close  to  the  year's  low,  the 
stock  should  hold  appeal  for  the  long- 
term  investor.  ■ 
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Special  once-a-year  pre-publication  offer  of 

United's 
Annual  Forecast 

for  1973 

The  well-known  yearly  projection  in  clear,  unhedged  language 
of  what  United  predicts  for  the  conning  year  will  be  sent  to 
you  fresh  off  the  press  on  December  11  th.  You  get  the  results 
of  United's  experience  in  a  penetrating  analysis  of  these 
16  vital  subjects: 

Stock  Market  Commodities  Foreign  Affairs 

Business  Autos/Steel  Labor 

Bond  IViarket  Retail  Trade  Dividends 

Money  &  Credit  Building  Agriculture 

Earnings  Production  Capital  Spending 

Plus 

United's  selections 
including  our  analysis  of  profit  potential  and  risk 

•  1 2  Promising  Stocks  United  Specially  Favors 

•  5  Quality  "Growth  Stocks 

•  5  Stocks  for  the  Speculator 

PLUS  THESE  2  BONUS  REPORTS 


Retirement  Now 

If  you  are  thinking  about  easing  off .  .  . 
United  has  picked  an  8  issue  portfolio 
designed  to  yield  a  $300  per  nnonth 
income  now.  We  think  these  issues  give 
you  an  opportunity  for  higher  income  and 
gain,  too,  with  reasonable  safety. 


Retirement  Later 

United  has  selected  a  portfolio  we  believe 
has  better  than  average  growth  potential. 
Most  of  the  companies  have  grown  faster 
than  the  economy  over  the  past  decade, 
and  while  there  is  always  risk,  they  stand 
a  good  chance  of  doing  so  in  the  '70's. 


$2 


Plus  a  4-Week  Subscription  to  United  Reports 

4-issue  subscription  to  United  Reports  alone  Is  $7  —  this  entire  package  only 
MAIL  THE  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 

No  salesman  will  call.  We  have  none. 

^  ^VTTED 

Business(3  Investment  Service 

210  Newbury  Street,  Boston,  Massachusetts  02116 

If  the  card  has  already  been  removed  simply  drop  us  a  postcard  at  Dept,  FM63 
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TO  THE  INVESTOR  SEEKING 

Undervalued 

Convertibles 

&W!arrants 


Every  weekjhe  Value  Line  Convertible  Survey 
presents  comprehensive  statistical  evalua- 
tions of  700  convertibles  and  warrants  (to- 
gether with  their  underlying  common  stocks) 
and  specifically  pinpoints . . . 

20  ISSUES  NOW 
RECOMMENDED 

. . .  five  issues  each  in  four  different  profit-vs- 
risk  categories.  See  for  yourself  how  carefully 
selected  undervalued  convertibles  and  war- 
rants may  offer  greater  profit  potential  or 
lower  risk  or  higher  income  than  their  under- 
lying common  stocks.  Receive  3  months  (12 
issues)  ofThe  Convertible  Survey  for  only  $25 
-plus  a  132-page  BONUS  manual,  "More 
Profit  and  Less  Risk-Convertible  Securities 
and  Warrants"  (sold  separately  for  $12).  Full 
money-back  guarantee— if  not  satisfied  just 
return  the  material  within  30  days  for  a 
prompt  refund  of  your  fee.  This  offer  is  avail- 
able only  once  to  any  investor.  To  take  ad- 
vantage, send  $25,  with  your  name,  address, 
and  zip  code  together  with  this  ad  to: 

The  Value  Line 
Convertible  Survey 

5E.44tfiSt..N.Y.C.  10017 
Dept,  Y- 1 6M 1 5  '""'"J'.'^^'^t""'" 
(This  subscription  will  not  be  assigned) 
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WHY  GIVE  US 
PERMISSION  TO  BUY 
AND  SELL  WITHOUT 
YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for 
possible  capital  appreciation  for   investors 
who  appreciate  the  risks  and  rewards  of  a 
securities  portfolio.  You  own  the  stocks  — 
the  account  is  in  your  name  with  your  broker. 
But  we  give  all  the  buying  and  selling  orders 
We  have  a  full-time  staff  of  experienced 
market  analysts  and  research  people.  If  this 
makes  sense  to  you,  give  us  permission  to 
send  you  our  booklet  'Personal  Investment 
Management"  by  Spear  &  Staff 


SPEAR&  STAFF,  INC. 

Investment  fvlanagement  Division  Dept.  MFN15 
Babson  Park,  tvlass.  02157 

Please  send  me  a  complimentary  copy  of 
your  investment  management  brochure. 

Name 


Address 

Citv 

State 

Zip 

My  broker 

is_ 
ally, 

Confidenti< 
about  $ 

my 

account 

would  amount  to 

TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


After  Election  Day 


If  I  MAY  modify  an  overworked 
cliche,  a  funny  thing  happened  in  the 
forum  (Latin  for  "market"  place)  dur- 
ing the  .second  half  of  Octol)er:  Stock 
prices  started  rising  and  kept  gaining 
moiTientum  until,  in  the  week  before 
Election  Day,  something  like  a  buy- 
ing stampede  seemed  in  the  making. 
Odder  still,  but  a  refreshing  change 
from  the  disappointing  and  frustrating 
markets  of  the  preceding  months,  the 
uptrend  wasn't  just  a  matter  of  sur- 
face appearances.  There  was  unmis- 
takable strength  in  the  Dow  as  well 
as  in  the  broader-based  price  indices 
and  in  the  transportation  averages, 
while  the  utilities  were  performing 
like  widows'-and-orphans'  growth 
stocks.  And,  most  marvelous  to  re- 
late, there  was  enough  demand  in 
breadth  to  help  the  long-laggard 
daily  NYSE  Advance-Decline  Index 
climb  through  a  seven-month-old 
downtrend  line. 

In  short,  most  of  the  market  indi- 
cators that  technical  analysts  monitor 
day-to-day  were  suddenly  moving  in 
gear  on  the  upside— an  abrupt  about- 
face  from  the  trend  divergences  that 
had  discouraged  so  many  observers 
during  the  summer  months  and  the 
first  three  weeks  of  autumn.  Then, 
countless  stocks  were  persistently 
weak,  while  the  big  averages  saved 
the  market's  face  by  holding  within 
a  flat  trading  range.  The  resulting 
conflict  between  seeming  price  sta- 
bility and  painful  loss  experience 
turned  most  investors  off  and  made 
many  analysts  adopt  a  degree  of  cau- 
tion bordering  on  radical  bearishness. 
(For  various  reasons  outlined  here  in 
earlier  articles,  I've  lieen  unwilling  to 
accept  this  view.) 

Initially,  it  .seemed  clear,  the  abrupt 
brightening  of  the  stock  market  scene 
after  mid-October  was  caused  by  the 
Nixon  Administration's  pre-election 
peace  offensive.  But  then  yet  another 
strange  thing  happened:  Though 
cease-fire  negotiations  ran  into  snags 
early  this  month,  the  market,  far  from 
again  turning  turtle,  kept  getting 
stronger  across  the  board.  Investors 
seemingly  wanted  common  stocks 
more  urgently  than  cash,  no  matter 
what.  It  was  the  sort  of  performance 
that,    to    the    technician,    means    the 

Mr.   Schuiz  is  «  tenior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,  Inc. 


Stock  market  was  emerging  from  a 
radically  oversold  condition,  produced 
by  excessively  prolonged  liquidation 
which  had  carried  too  many  stocks 
down  to  price  levels  where  even  in- 
conceivable disaster  seemed  overdis- 
counted.  {See  this  column  for  Nov.  1.) 

Golden  Years  Ahead 

It  was,  moreover,  in  this  instance 
a  performance  that  occurred  at  a  pe- 
culiarly strategic  technical  juncture. 
The  broad-based  advance  during  the 
week  immediately  preceding  Election 
Day  carried  the  Dow  into  the  970s 
and  so  completed  its  price  movement 
since  about  mid-September  as  an  in- 
termediate-trend base  structure,  sug- 
gesting, by  technical  rules-of-thumb, 
a  possible  further  thrust  close  to  Dow 
1000.  The  early  November  "breakout" 
thus  seemed  to  reinforce  the  technical 
probability— which  I've  long  regarded 
as  realistic— of  a  recovery  that  would 
complete  the  Dow's  entire  trading 
range  under  980,  since  last  spring,  as 
a  larger  base  structure  with  technical 
implications  of  a  potential  subsequent 
thrust  well  into  the  1000-1100  range. 
And  that  breakout  in  turn  could  be 
regarded  as  completing  the  Dow's 
wide  swings  under  1000  since  early 
1966  as  a  long-term  base  theoretically 
capable  of  supporting  a  gradual 
chmb  eventually  into  the  1300-1400 
band,  thus  perhaps  concluding  a  se- 
quence of  major  uptrends  (bull-mar- 
ket cycle)  from  the  bear-market  lows 
of  mid- 1970  near  Dow  630.  {See  this 
column  for  Oct.  15.) 

Please  understand  that  I  am  talk- 
ing here  about  technical  potentials 
that  I  can  see  unfolding.  Whether,  - 
when  and  how  they  might  be  imple-  • 
mented  will  depend  on  many  things 
—basically  on  the  broad  underlying 
supply-demand  relationships  affecting 
common  stocks  and  on  the  longer-term 
trends  of  business  and  profits.  But  on 
both  counts,  I  can  see  grounds  for 
longer-term  confidence.  It  strikes  me 
as  reasonably  clear  that  the  U.S.  econ- 
omy is  proceeding  along  a  path  that 
should  lead  to  "full  eniployinent";  in 
other  words,  it  is  pursuing  a  course 
similar  to  that  which  produced  the 
golden  years  of  1961-65. 

If  the  paiallel  is  valid,  we  are  now 
no  more  than  halfway  there.  If  it  is 
valid,  moreover,  the  U.S.  stock  mar- 
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ket  should  be  able  to  attract  foreign 
investors,  who  collectively  just  now 
probably  command  that  largest  visible 
reservoir  of  potential  buying  power 
available  for  American  common 
shares.  And  this  reservoir  is  visible  at 
a  time  when  foreign  stock  prices, 
broadly  speaking,  seem  to  have  out- 
paced business  and  earnings  prospects 
in  most  major  economies  abroad; 
when  inflation  rates  and  money- 
growth  rates  elsewhere  are  running 
way  ahead  of  those  here;  and  when 
the  European  Common  Market  coun- 
tries have  begun  to  talk  about  tak- 
ing concerted  deflationary  steps  that 
could  threaten  foreign  stock  prices. 

Precisely  how  much  money  foreign 
investors  might  eventually  pour  into 
American  common  stocks  may  not  be 
knowable.  But  we  do  know  that  they 
can  draw  on  a  vast  $70-billion  pool 
of  the  Eurodollar  market.  It's  quite 
conceivable  to  me  that,  in  the  next 
year  or  two,  a  good  bit  of  these  bil- 
lions will  flow  back  to  this  country 
in  the  form  of  direct  investments  in 
U.S.  industry  to  take  advantage  of 
our  economy's  relatively  superior  pro- 
ductivity growth  rate  and— believe  it 
or  not— our  greater  relative  political 
and  social  stability. 

Dollars  from  Abroad 

Besides,  the  U.S.  has  now  begun  to 
compete  actively  against  Europe  for 
trade  with  the  Soviet  Union  and  main- 
land China,  potentially  vast  markets 
over  the  long  pull,  in  which  foreign 
capital  could  preserve  some  of  its 
stake  by  investing  here,  directly  and 
via  purchase  of  American  common 
stocks.  As  a  crude  estimate,  I  reckon 
that  every  $1  billion  of  added  buying 
power,  from  whatever  source,  can 
keep  stock  prices  rising  on  our  mar- 
kets for  about  three  months;  and 
there  is,  in  my  mind,  no  doubt  that 
foreign  investors  have  considerably 
more  than  one  or  two  billion  dollars 
available  to  buy  American  stocks. 

Now,  with  the  elections  out  of  the 
way  and  Mr.  Nixon  still  in  the  White 
House,  at  least  one  "uncertainty"  has 
been  resolved.  Others,  such  as  those 
revolving  around  a  credit  crunch  and 
reaccelerafing  inflation  next  year 
should  now  seem  less  realistic.  This 
could  also  mean  that  price  and  prof- 
it-margin limitations  should  no  longer 
be  a  source  of  great  concern  to  in- 
vestors. By  the  same  token,  the  dollar 
should  no  longer  carry  inhibiting  for- 
eign-exchange risks  for  foreign  buyers 
of  American  common  shares.  So,  I 
think  we  are  heading  into  a  pro- 
longed period  of  improved  stock  mar- 
ket climate  in  which  the  opportunities 
for  longer-term  capital  appreciation 
could  once  again  seem  to  outweigh 
the  risk  of  shorter-term  loss.  ■ 
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2  Months  Dow  Theory  Forecasts  1 
For  Onli]  $1.00  (Reg.  $16.00  Value)  ~ 
On  Special  Offer  Below 

For  stock  market  investors  who  have  not  tried  our  weekly 
Advisory  Service,  we  moke  this  Special  Introductory  Offer. 
Service  each  week  for  the  next  8  weeks  for  only  $1.00.  This 
is  a  $16.00  value  based  on  our  regular  3  month  subscrip- 
tion rotes. 
This  means  you  will  be  getting  our  stock  market  Advisory 
Service  every  week  for  the  next  two  months  for  less  than  the 
usual  cost  of  a  single  issue! 

We  make  this  offer  because  we  want  you  to  see  for  yourself 
just  bow  useful  and  informative  this  Service  con  be  for  you  the 
next  60  days. 

Receive  These  Investment  Aids 

During  this  period  you  will  receive,  as  part  of  the  Service, 
our  weekly  market  commentary  showing  the  stocks  we  like  the 
best;  weekly  consensus  of  what  25  other  advisers  are  thinking; 
six  "model"  portfolios;  "trading"  recommendations;  buy-seU- 
hold  recommendations  on  over  650  stocks;  our  Master  list  of 
Recommended  Stocks;  consultation  privileges;  and  many  other 
useful  investment  aids — 27  in  aU. 

In  addition,  with  your  first  issue,  you  will  receive  this  timely, 
investment  advice: 

1.  Special  Report:  5  Stocks  Under  $20  ...  for  long  term  accu- 
mulation. 

Our  list  of  6  Stocks  to  Split  Before  February  1  (companies 
that  have  publicly  announced  that  they  plan  stock  splits, 
subject  to  stockholder  approval  if  necessary). 
Buy-Sell-Hold  Advice  on  22  Volatile  Issues. 
5  Stocks  Under  $20 
You  will  probably  be  most  interested  right  now  in  our  report 
"5  Stocks  Under  $20  ...  for  long  term  accimiulation."  Included 
on  the  list  are: 

1.  Strict  cost  control  measures  are  aiding  an  earnings  recov- 
ery for  this  diversified  company.  The  stock  is  down  from 
its  all-time  high  of  $74. 

2.  This  comparatively  small  petroleum  enterprise  is  believed 
to  be  the  world's  largest  producer  of  aromatic  chemicals. 
The  shares  are  down  substantially  from  their  all-time  high. 

You  may  have  information  on  these  and  the  other  3  issues 
on  the  list  of  "5  Stocks  Under  $20"  .  .  .  along  with  the  list  of  "6 
Stocks  To  Split  Before  February  1"  .  .  .  and  "Buy-Sell-Hold 
Advice  on  22  Volatile  Issues"  ,  .  .  when  you  return  the  coupon 
below  for  our  Service  for  the  next  60  days. 

That's  a  real  big  and  timely  package  of  values  in  anyone's 
language — and  you  get  it  all  when  you  return  the  coupon 

^®^°^'  Money-Back  Guarantee 

And  remember:  the  offer  is  backed  by  a  money-back  guaran- 
tee. If  you  don't  like  what  you  get,  tell  us  at  any  time,  and  we'll 
refimd  the  $1.00,  You  keep  the  reports. 
H  ^  ^  ■■  MAIL  COUPON  TODAY ■■  Hi  ^ 
DOW  THEORY  FORECASTS,  INC.,  Dept.F-1 1  -1 5-72 

P.O.  Box  8309,  Chicago,  Illinois  60680         '         K     "  -        ^ 

(gentlemen:  Please  enter  my  subscription  to  Dow  Theory  Forecasts  for  the  next 
2  months  for  $1.00,  and  send  me  yotir  lists  "5  Stocks  Under  $20,"  "6  Stocks  To 
Split  Before  February  1"  and  "22  Volatile  Issues."  I  understand  that  there  is  no 
further  obligation  on  my  part  and  that  if  I  am  dissatisfied  you  will  refund  nay 
$1.00.  I  keep  the  reports.  (Subscriptions  caimot  be  assigned  without  my  consent.) 

D  Send  Airmail.  25  cents  additional. 
NAME  . 


2. 


3. 


ADDRESS 
CFTY 


Not  Yolid 


STATE ZIP ■ 

I  until  accepted  by  Dow  Theory  Forecasts,  Inc.,  Hammond,  Ind.  I 
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Seeking  Long-Term  Capital 
Growth  and  Reasonable  Income 

A  NO-LOAD  MUTUAL  FUND 

•  NO  SALES  CHARGE 

•  NO  REDEMPTION  FEE 

FOR  PROSPECTUS  AND  FURTHER  INFORMATION 

CALL  TOLL  FREE: 

800/1125^6148 


Financial  Programs,  Inc.,  Dept.  F-1 

900  Grant  Street  •  Denver.  Colorado  80201 

Send  me  a  prospectus  and  literature  describing 
Financial  Industrial  Fund,  Inc. 


NAME 
ADDRESS 


CITY 


STATE 


ZIP 


MUTUAL 
FUNDS 

Cl^llSlli  ©f^ 


Decade  after  decade,  bear  markets 
or  bull  markets,  the  name  of  the  game 
was  growth.  Now,  for  the  first  time  in  the 
industry's  history,  month  after  month 
mutual  fund  redemptions  exceed  sales. 

Have  industry  leaders  been  short- 
sighted? Have  investors  "sworn  off" 
mutual  funds?  Is  the  mutual  fund  concept 
outmoded  in  today's  market? 
"Mutual  Funds  — Crisis  or  Challenge" 
is  a  far-reaching  definitive  study  of 
the  fund  industry  featured  in  FundScope's 
November  issue.  FundScope  covers 
some  obvious  problems,  bares  some 
not-so-obvious  causes,  and  presents 
possible  solutions.  It's  yours  with 
this  special  offer: 

SPECIAL  OFFER:  (New  trial  subscribers  only). 
Send  just  $17  for  3-month  trial  subscription 
to  FundScope.  PLUS  —  3  bonus  reports: 
"Which  Funds  Were  Top  Performers?";  "Are 
No-Load  Funds  a  Bargain?";  "Which  Funds 
Performed  Well  in  Up  and  Down  Markets?" 
AND  the  532-page  April  1972  Mutual  Fund 
Guide,  the  new  Bible  of  the  fund  industry 
with  all  the  vital  information  you  need  on 
468  funds.  (GUIDE  ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you 
prefer  the  above  offer  with  a  money-saving 
14-month  subscription,  send  $60.00  (10  day 
returnable  guarantee).  Include  ZIP.  No  sales- 
man will  call.  Not  available  on  newsstands. 

FundScope,  Dept.  F-42,  Suite  700. 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


WALL  STREET  VIEW 

By  Robert  Stovall 


Low  P/Es  For  A  Post-election  Market 


Statistics  tell  you  what,  but  never 
who.  They  also  can  be  deceptively 
misleading.  In  case  anyone  really 
cares,  the  Dow  Jones  industrials  stood 
at  949.47  when  Richard  Nixon  was 
elected  President  in  1968,  and  931  on 
Jan.  20,  1969  when  he  was  inaugurat- 
ed. When  he  was  reelected  last  week, 
the  stock  market  was  only  marginal- 
ly higher  than  when  he  was  first 
elected.  As  a  result,  although  the  in- 
terim fluctuations  in  the  market  have 
encompassed  hundreds  of  Dow  points, 
and  many  individual  stocks  have 
scored,  there  are  rare  values  available 
today  in  many  stocks  because  their 
price  earnings  multiples  are  lower 
now  than  in  recent  years. 

So  Many  To  Buy 

Anybody  with  a  portfolio  knows 
that  the  Dow  Jones  industrials  con- 
siderably outperform  the  average 
stock.  Currently,  the  Dow  commands 
a  multiple  of  16  times  earnings  of 
$58.89  for  the  30  component  stocks 
for  the  12-month  period  ended  June 
30,  1972.  Using  the  seemingly  attain- 
able target  of  $63  to  $65  for  all  of 
1972,  and  S70  to  $73  for  ne.xt  year,  I 
can  derive  a  rough  P/E  multiple  of 
some  14/2-15  and  13-13/2  times  earn- 
ings, respectively,  of  these  projections. 
Congenital  bears  can  remember  the 
1950s,  when  the  prevailing  P/  E  for  the 
average  stock  was  closer  to  10.  A  re- 
turn of  such  thinking  would  negate 
all  of  the  statistically  constructed  op- 
timistic markets  of  the  bulls.  I  doubt 
this  will  happen.  I  have  rarely  seen 
so  many  stocks  I  would  like  to  buy 

Mr.  Stovall  is  a  vice  president  of  tfie  NYSE  firm  of 
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for  that  most  exquisitely  valuable  of 
all  accotmts— my  own. 

Since  the  fourth  quarter  started, 
we  have  noted  a  change  in  the  stock 
tables,  the  inclusion  of  the  current 
price/ earnings  ratio  on  the  latest  12- 
month  results  of  each  listed  company. 
(The  exceptions:  preferred  stocks, 
warrants,  investment  trusts  and  com- 
panies without  earnings. ) 

It  might  be  a  coincidence,  jibing 
with  the  issuance  of  third-quarter  re- 
sults and  many  official  full-year  fore- 
casts, but  the  frequency  of  glamour 
stocks  dropping  through  those  little 
holes  in  the  stock  market  firmament 
has  increased  since  early  October, 
when  alert  investors  first  began  notic- 
ing the  daily  publication  of  this  statis- 
tic. It  is  unnerving  for  investors  to 
see  how  expensive  some  favorite  hold- 
ings are  every  time  they  note  its  price 
action  in  the  daily  papers. 

Even  after  its  Stuka-like  perfor- 
mance last  month.  Digital  Equipment 
is  still  commanding  a  P/  E  of  57  times 
earnings.  Walt  Disney  has  a  P/E  of 
75,  while  Polaroid  sports  one  of  88. 
Polaroid  had  better  produce  the  earn- 
ings predicted  for  it  some  years  hence 
by  Wall  Street's  leading  photographic 
industry  wizards.  Otherwise,  its  cur- 
rent price  lexel  represents  one  of  the 
greatest  acts  of  levitation  since  Hou- 
dini.  There  are  other  examples  of  this 
type  of  P/E  exposure.  Everybody 
knows  that  the  price/ earnings  ratio  is 
merely  a  photograph  of  the  price  of  a 
stock  at  a  given  moment  in  time  di- 
vided by  its  earnings  per  share. 

Judgments  ba.sed  on  past  earnings 
and  statistics  supporting  that  judg- 
ment can  be  just  as  helpful  as  a  rub- 


Low  P/E  Stocks 

P/£ 

Earnings  Per  Share 

P/E 

Recent 

Lat.  12 

1972 

1973 

1973 

Company 

Pr/ce 

Months 

Est. 

Prol. 

Prof. 

Amstar  (6/30) 

28 

7 

$3.75 

$4.00 

7.0 

Celanese 

36 

10 

3.50 

3.85 

9.4 

Diamond  International 

33 

10 

3.25 

3.45 

9.6 

Ford 

72 

9 

7.50 

7.75 

9.3 

Goodrich 

28 

10 

2.85 

3.00 

9.3 

Johns  Manville 

28 

10 

2.70 

3.00 

9.3 

Oxford  Industries  (5/31) 

22 

9 

2.46 

2.60 

8.5 

TuHco 

8 

10 

1.00 

1.25 

6.4 

United  Refining 

22 

10 

2.20 

2.60 

8.5 

U.S.  Industries 

21 

9 

2.45 

2.75 

7.6 

Parenlhetai  include  fiscal  yeorand 

when  other  than  12/31. 
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ber  crutch.  Over  the  last  two  years, 
debihtating  strikes  and  frequent 
write-offs  have  distorted  the  reported 
earnings  of  many  companies  large  and 
small.  Consequently,  a  price/ earnings 
multiple  based  on  the  past  12-month 
results  is  or  frequently  can  be  a  poor 
indication  of  what  the  next  four 
quarters  will  bring.  Generally  speak- 
ing, at  a  time  of  ascending  business 
fortunes,  such  as  the  present,  most 
earnings  estimates  for  1972  and  pro- 
jections for  1973  are  above  results  of 
the  12  months  ended  June  or  Sep- 
tember 1972;  thus  most  P/Es  are 
really  lower  than  the  papers  show. 

Looking  for  Bargains 

Granted  that  price/ earnings  multi- 
ples are  not  as  simple  or  straight- 
forward as  they  look,  I  have  no  doubt 
that  this  daily  publication  is  focusing 
more  attention  on  low  multiple  stocks 
as  investors  .snuffle  about  for  bargains. 
Some  25%  of  all  New  York  Stock  Ex- 
change issues  are  now  available  at 
prices  close  to  their  1970  lows.  Hence, 
the  hunt  for  bargains  could  well  be 
productive.  But  there  is  always  that 
tendency  to  confuse  price  with  value. 

In  an  effort  to  construct  a  list  of  in- 
teresting stocks  selling  at  that  magic 
multiple  of  10  or  even  less,  we  find 
a  heavy  population  of  old  cyclical  war 
horses,  such  as  steels,  rails  and  heavy 
cyclicals,  which  are  not  given  high 
statistical  evaluations  even  when  the 
total  atmosphere  is  much  zoomier  than 
the  present.  Some  of  the  faded  blue 
chips  will  earn  about  as  much  this 
year  as  in  the  early  1960s;  hence  they 
deserve  a  P/E  multiple  lower  than 
the  Dow's  16  or  the  18  of  Standard 
&  Poor's  industrial   stock  index. 

On  inspection,  1  find  that  the  Big 
Board  is  at  least  as  good  a  stalking 
ground  for  the  low  P/E  hunter  as  is 
the  ASE  at  present.  I  have  construct- 
ed a  sample  package  (at  left)  of 
listed  stocks  selling  at  10  times  earn- 
ings or  less.  These  stocks  all  have  in 
common  a  seeming  ability  to  earn  at 
least  a  little  more  next  year  than  this 
year,  and  all  of  them  have  command- 
ed substantially  higher  prices  in  the 
recent  past  tlian  now  prevail. 

This  is  a  heterogeneous  package  of 
stocks  but  it  is  offered  as  representa- 
tive of  the  type  of  thinking  I  feel  will 
become  more  common  as  the  politi- 
cal domination  of  things  economic 
ends.  On  a  short-term  basis,  politics 
tend  to  dominate  business  and  eco- 
nomics but  in  the  long  run  the  re- 
verse is  true,  if  at?;hange  for  the  bet- 
ter in  the  chemistry  of  investor  psy- 
chology is  coming,  such  stocks  should 
hold  their  own.  Not  only  is  it  likely 
that  money  can  be  made  in  such  a  list 
but,  at  this  juncture,  investors  seem 
less  apt  to  lose  it  here  as  well.  ■ 


Hov/ to  trade 
commodity  futures 
without  investing 
any  money. 


Are  you  ready  for  commodity  futures 
trading?  You  can  find  out  without 
risk.  The  Chicago  Mercantile 
Exchange  will  send  you  a  free 
Commodity  Trader's  Scorecard. 
With  it,  you  practice  trading,  using 
actual  commodity  prices  quoted 
UJ  your  daily  newspaper. 

You  will  also  receive  several 
CME  booklets  to  help  you  with  the 
basic  aspects  of  trading,  plus  a 
valuable  bibliography  on  commodity 
futures  trading. 


All  free.  You  don't  have  to 
invest  a  penny.  Just  send  us  the 
coupon  below. 

After  you  get  your  Scorecard, 
keep  score  on  yourself — and  be 
honest.  In  a  few  months  you'll  know 
how  good — or  bad — you  are. 

When  you're  ready,  we're  ready. 


n 


e 


CHICAGO  MERCANTILE  EXCHANGE 

110  North  Franklin  Street.  Chicago.  Illinois  60606 
Gentlemen:  Dept.879 

Please  send  me  a  free  Comtnodity  Trader's  Score- 
card. 

Name 

Address 


L: 


City 


Slate 


Zip 


60  5th  Ave. 

(Cor.  12th  St.  adjacent  to  church) 

Forbes  Building 
3,600  Sq.  Ft. 


—  Will  divide  to     — 
2,100  sq.  ft. 

choice  office  space 
full  service,  central  A/C 

24  hr.  security 
conv.  to  transportation 

owner  managed 

-  BROKERS  PROTECTED  - 


Call  Mr.  Greenberg  675-7500  Ext.  203 
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f  you  too  believe  the 
investment  future 
appears  bright  for 

investigate 


Fund 


NO  LOAD 

NO  SALES 
COMMISSION 

NO  REDEMPTION 
FEES 


a  no-load  mutual  fund 
founded  in  1955 


Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 


Energy  Fund  oept.  F 

120  Broadway.  N.Y.C.  lOOOS  (212)  233-5900 
Please  send  free  prospectus  and  other  material. 

Name 

Address 

City 


-State- 


-2ip_ 


GROWTH  INDUSTRY  SHARES 

I  a  no-load 

I  mutual  fund 

L 


Investment  adviser 
William  Blair  &  Company 

For  GIS  prospectus 
mail  coupon  or  phone  (312)  346-4830 


I     Growth  Industry  Shares,  Inc.  Rm.  2903 
*     13S  S.  LaSsllt  St.,  Chicago,  IL  60603 

I 


Name. 


Address- 


City_ 


-State- 


-Zip. 


I 
I 
I 
I 

J 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by 

JOHN  W.  SCHULZ 

a  senior  Vice-President  of  this  firm 


A 


ABRAHAM  &COJNC 

Members  New  York  Stock  Eichanii.  <nc. 

and  other  ludini  Exchaniies 

120  Broadway,  New  York.  N.  Y.  10005 


OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


High  Tide  In  Ttie  Low  Country 


Among  the  star  performers  of  the  ma- 
jor stock  markets  in  the  world,  the 
Dutch  market  surprisingly  has  ranked 
second  only  to  Japan  during  the  last 
12  months.  As  of  this  writing,  the 
market  is  approximately  40%  above 
its  year-end  1971  level.  The  perfor- 
mance is  surprising  because  the 
Dutch  government  is  faced  with  an 
8%  inflation  rate  (in  Europe,  Great 
Britain  leads  with  a  rate  of  10%) ;  elec- 
tions are  just  around  the  comer,  and 
their  outcome  is  far  from  certain; 
moreover,  the  demands  and  militancy 
of  labor  have  reached  unprecedented 
levels.  Why  then  has  the  Dutch  stock 
market  been  so  firm? 

First,  it  started  from  an  extreme- 
ly low  level,  which  was  caused  main- 
ly by  the  uncertainties  surrounding 
the  monetary  upheavals  of  a  year  ago. 
Since  Dutch  industry  depends  on  in- 
ternational trade  to  a  much  greater 
extent  than  any  other  European  econ- 
omy, it  is  apt  to  be  most  responsive 
to  both  favorable  and  unfavorable  in- 
ternational economic  news. 

Second,  a  year  ago  it  appeared  that 
the  Dutch  economy  with  its  heavy 
dependence  on  trade  with  West  Ger- 
many would  also  be  pulled  into  re- 
cession by  the  anticipated  decline  in 
economic  activity  in  Germany.  When 
this  did  not  materialize  in  Germany, 
the  Dutch  economy  also  resumed  a 
steady  advance.  The  rapid  rate  of 
growth  in  the  money  supply  and  other 
antideflationary  measures  taken  by 
the  Dutch  government  also  deserve 
some  credit  for  supporting  the  fa- 
vorable market  cHmate. 

Pounds  front  Britain 

Third,  the  European  continent  was 
rediscovered  by  Great  Britain.  With 
the  entry  into  the  Common  Market 
by  Great  Britain  to  become  effective 
Jan.  1,  1973,  British  investors  turned 
their  attention  increasingly  to  the 
Continent  and  were  responsible  for 
maintaining,  if  not  initiating,  bull  mar- 
kets on  most  Continental  bourses  and 
particularly  so  on  the  Dutch  ex- 
change. In  the  first  half  of  the  cur- 
rent year,  British  purchases  in  Hol- 
land were  nearly  three  times  what 
they  had  been  all  of  last  year.  The 
British  purchases,  nearly  $200  mil- 
Mr.  Oechsle  is  a  vice  president  of  Arnhold  and  S. 
Bleichroeder,  Inc.,  investntent  bankers. 


lion  during  the  first  half  of  1972, 
were  of  some  impoit  considering  that 
the  entire  market  capitalization  of  the 
Dutch  market  is  little  more  than  $15 
billion.  (To  put  this  in  perspective: 
IBM's  common  stock  is  valued  at  ap- 
proximately $45  billion. ) 

Warning  Signal 

Actually,  I  consider  this  foreign  in- 
terest as  rather  a  bearish  point  for 
the  future.  Certainly  you've  heard  of  • 
the  odd-lot  theory  which  is  based  on 
the  assumption  that  the  small  investor 
is  always  wrong.  While  any  such  the- 
ory has  severe  limitations,  a  much 
better  case  can  nevertheless  be  made 
that  foreign  investors  are  always 
wrong.  I  don't  believe  that  this  has 
ever  been  formalized,  but  it  is  a  fact 
that  the  massive  investment  by  Amer- 
ican institutions  in  Europe  in  the  early 
1960s  was  a  big  mistake. 

Along  the  same  hues,  the  1968-69 
European  investment  in  the  U.S.  mar- 
ket proved  doubly  disastrous:  The 
Europeans'  selections  turned  out  to  be 
even  worse  than  their  timing.  Other 
examples  abound.  However,  to  make 
this  the  sole  consideration  of  whether 
or  not  one  should  invest  abroad  would 
be  absurd.  But  it  can  serve  as  a  use-' 
ful  warning  signal.  So  remember:  The 
more  company  you  have  in  rushing  in- 
to a  foreign  market,  the  more  cautious 
you  ought  to  be  in  evaluating  other 
considerations. 

Are  there  still  good  buys  in  Am- 
sterdam? Is  the  good  economic  out- 
look fully  discounted?  Is  the  stock 
market  possibly  near  its  peak?  There 
still  are  good  buys,  although  I  recom- 
mend a  highly  selective  approach  to 
Dutch  stocks.  I  also  want  to  caution 
against  taking  positions  in  the  smaller 
companies  (with  very  thin  markets) 
which  depend  principally  on  the 
Dutch  economy.  Rather,  I  propose 
that  the  stocks  of  some  of  the  Dutch 
multinational  companies  are  still  very 
interesting. 

Heineken  ($100  on  the  Amsterdam 
Stock  Exchange)  is  in  the  process  of 
joining  the  group  of  well-known 
Dutch  internationals.  If  you  like 
brewery  stocks,  there's  probably  no 
way  you  can  avoid  Heineken.  The 
earnings  of  the  company  have  grown 
at  better  than  20%  during  the  past 
five  years  and  should  conliniic  to  grow 
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Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 

Increased 
Quarterly  Dividend 

47V2  0  per  Common  Share 

(formerly  450  per  share) 

Payable  December  15, 1972 
Record  November  17, 1972 
Declared  November  1, 1972 

CyrilJ.  Smith 
Secretary 


Houston,  Texas  77001 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Slock  Dividend  No.  135 

A  regular  quarterly  dividend  of  37.5 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
December  14,  1972  to  stockholders 
of  record  at  the  close  of  business 
on  November  30,  1972. 


RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  October  27, 1972 


§ 


Two  18-hole  golf  courses  |1  championship, 
1  lighted  executive).  Gourmet  v^ining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  focilities.  Scottish  baronial  atmos< 
phere.  Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L.  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
/        (305)  821-1150. 


®£ 


Miami  Lakes  Inn 

&  Country  Club 


at  nearly  that  rate  in  the  foreseeable 
future.  While  leading  U.S.  breweries 
command  price/ earnings  multiples  of 
27  to  40  times  with  earnings  growth 
of  12%- 15%,  Heineken  is  selling  at  only 
22  times  estimated  current  fiscal  year 
earnings.  Unfortunately,  other  peo- 
ple have  also  discovered  the  stock, 
and  its  price  has  doubled  within  tho 
past  12  months.  Nevertheless,  I  still 
consider  it  a  very  sound  and  promis- 
ing long-term  investment. 

The  other  extreme,  in  terms  of  both 
company  and  stock-market  perfor- 
mance, is  represented  by  Akzo  ($21 
on  Amsterdam  Stock  Exchange),  the 
Dutch  chemical  giant  and  parent  of 
New  York  Stock  Exchange-listed 
Akzona  Corp.  Synthetic  fibers,  which 
represent  close  to  50%  of  Akzo's  busi- 
ness, have  been  a  disaster  in  Europe 
for  some  time,  with  excess  capacity 
being  the  culprit.  Akzo's  earnings 
have  been  one  of  the  victims.  The 
company's  nonfiber  activities  have, 
however,  offset  the  decline  in  fibers. 
Earnings  thus  appear  to  have  stabi- 
lized some  40%  below  their  1969  peak. 
The  multiple  for  Akzo  stock  is  a  de- 
pressed 10  of  the  current  year's  de- 
pressed earnings.  While  I'm  fully 
aware  of  the  pitfalls  of  trying  to  call 
any  turnaround,  Akzo  cannot  be  far 
from  it.  Things  now  seem  to  be  as  bad 
as  they  can  get.  Again,  even  if  the 
stock  should  go  lower  near  term,  this 
should  be  a  rewarding  investment. 

Earnings  Record 

Heineken  is  as  close  to  a  true 
growth  company  as  one  will  find  in 
Europe;  Akzo  represents  the  epitome 
of  the  cyclical  company;  Philips  Lamp 
($16  o-t-c)  fits  somewhere  in  be- 
tween. I  had  mentioned  in  a  previous 
column  that  I  expected  Philips'  earn- 
ings (on  the  American  accounting  ba- 
sis) to  be  in  the  area  of  $1.50-$1.60. 
However,  the  color  television  boom  in 
Europe  has  been  stronger  than  any- 
one expected  only  a  few  months  ago, 
and  some  of  the  company's  other  di- 
visions have  also  turned  more  rap- 
idly than  anticipated.  As  a  result, 
earnings  ought  to  be  close  to  $1.80 
per  share  for  the  current  year,  a  new 
record.  Meanwhile,  the  stock  is  still 
selling  some  40%  below  its  1960  (!) 
high.  Obviously,  the  upward  trend  in 
earnings  will  have  to  be  more  moder- 
ate next  year,  but  I  still  expect  $2.10 
to  $2.20  per  share.  The  price/ earnings 
ratio— about  9  times  1972  earnings- 
is  probably  lower  than  that  of  any 
similar  company  anywhere  in  the 
world.  U.S.  companies  in  the  same 
business  are  selling  at  more  than  dou- 
ble Philips'  P/E  ratio,  and  Philips' 
outlook  for  the  next  12  to  18  months, 
and  longer  term,  is  better  than  that  of 
its  U.S.  counterparts.  ■ 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  INC 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
Industry  but  It  believes  opportunities 
are  especially  promising  In  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 
One  Ctiarles  Center,  Dept.  A6 
Baltimore.  Maryland  21201  (301)  547-2136 


Name. 


Address. 
City 


.Slate. 


Zip  Code. 


Jr^^t  Investments  Geared  to  America's  Future 

^Johnston 

Mutual  Rind 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available  (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 


NAME. 


ADDRESS . 


Your  Fair  Share 
Shows  You  Care 

THE    V 
UNITED  WAY 
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RjJReynolds  Industries,  Ina 


Common  Stock  Dividend 

A  quarterly  dividend  of  62.4  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company. 
payable  December  5,  1972  to  stockholders  of  record  at 
the  close  of  business  November  10,  1972. 

WILLIAM  R.  LYBROOK 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C,  October  19,  1972 

Seventy-Two  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
FruilJuice  Beverage* 
Aluminum  Products 


Packaging  Materials 

Containerized  Freigtit  Transpoftalioo 

International  Petroleum 


100th 

CONSECUTIVE 
COMMON  DIVIDEND 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  October  19,  1972. 
declared  a  regular  quarterly  divi- 
dend of  fifty-two  cents  (52c)  per 
share  on  the  Corporation's  Com- 
mon Stock.  This  dividend  is  pay- 
able November  .SO.  1972,  to  stock- 
holders of  record  October  .31,  1972. 

LKROY     J.     SCHEUERMAN 

Secretary  and  Treasurer 

Central  AND  South  West 
Corporation 

Wilmington.  Delaware  19899 


QUARTERLY D/V/DENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22V4(  per  stiare 
on  the  outstanding  Common  Stock, 
payable  on  December  1,  1972,  to 
stockholders  of  record  on  November 
10,  1972.  The  transfer  books  will  not 
close. 

October  26,  1972 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS:  NATIONAL  OlSTlLltRS  PRODUCTS  CO. 
U.S.  INDUSTRIAL  CHEMICALS  CO. 
BRIDGEPORT  BRASS  CO 
ALMAOCN  VINErARDS.  INC. 
TEXTILE 


Tenneco  Inc. 


HOUSTON,  TEXAS 


JENNECO 


1972 

is  our  26th 

consecutive 

year  of  cash 

dividend  payments 


The  Board  of  Directors  has  increased  the 
annual  dividend  rate  on  the  Common  Stock 
to  $1.36  per  share  by  declaring  a  cash  divi- 
dend of  34^  per  share  on  the  Common  Stock 
for  the  fourth  quarter,  payable  December  12, 
1972,  to  stockholders  of  record  on  November 
17.  1972.  More  than  240,000  stockholders 
will  share  in  our  earnings. 

M.  H.  COVEY,  Secretary 


'Building  Businesses  Is  Our  Business" 

Manufacturing   •   Natural  Gas  Pipelines 
Oil  •  Chemicals  •  Packaging  •  Land  Use 


READERS  SAY 


(Continued  from  page  19) 

their  commission  rates.  I  know  of  no  case 
in  which  rates  have  been  decreased. 
Who  is  the  injured  party  in  the  action  by 
the  Justice  Department?  The  pubhc. 

—Marion  Blackwell  Jr. 

Atlanta  Real  Estate  Board 
Atlanta,  Ga. 

Justice  fo  Rehnqufsf? 

Sir:  I  read  with  dismay  your  short 
item  on  Mr.  Justice  Rehnquist  (Fact  <b 
Comment,  Nov.  1 ) .  The  Office  of  Legal 
Counsel  in  the  Justice  Department  does 
not  handle  the  prosecution  of  cases,  and 
Mr.  Justice  Rehnquist  in  that  office  had 
nothing  whatever  to  do  with  cases  "pre- 
viously prosecuted." 

—Bernard  M.  Shanley 
Newark,  N.J. 

Sir:  The  Supreme  Court's  recent 
tendencies— as  most  clearly  illustrated  in 
the  New  York  Times /Pentagon  Papers 
case  and  the  recent  jailing  of  a  New 
Jersey  reporter  because  he  refused  to 
tell  a  grand  jury  about  what  may  or 
may  not  have  been  in  his  unpublished 
notes— bode  ill  for  Forbes  and  every 
other  publication  relying  on  the  Bill  of 
Rights  for  protection.  We  have  only 
Richard  Nixon  to  thank  for  Mr.  Rehn- 
quist. Unless  we  want  to  include  Mr. 
Ehrlich( person)  and  Mr.  Halde( person). 
— R.  William  Robertson 
Wallingford,  Pa. 

Masculine  Magazine 

Sir;  In  some  quarters  your  remarks  on 
"Ehrlichperson  and  Haldeperson"  will 
provoke  hearty  laughter  ( Fact  ir  Com- 
ment, Nov.  1 ) .  But  in  other  quarters, 
they  will  convey  a  distinct  impression  of 
sneering  masculine  in.sensitivity. 

—Scott  Kowalczyk 
Washington,  D.C. 

Noughty 

Sir:  In  "Faces  Behind  the  Figures" 
(Oct.  15)  you  said  that  I  pointed  out 
that  "Unilever's  profits  took  a  big  turn 
for  the  better  last  year;  up  $8  million  on 
a  sales  increase  of  only  $600  million.  .  .  ." 
Somewhere  along  the  line,  a  nought  was 
dropped  out.  It  should  have  read  that 
Unilever's  profits  were  up  $80  million. 

— G.D.A.  Klijnstha 

Chairman, 

Unilever  N.V. 

Rotterdam,  The  Netherlands 

Forbes'  Greof  Nonfiction 

Sir:  Thank  you  so  much  for  thinking 
of  me  and  including  me  in  your  maga- 
zine ("Great  Moments  in  TV,"  Sept.  I). 
Aside  from  thanking  you,  I'd  like  to  say 
what  a  great  magazine  you  have.  It's 
great  to  read  nonfiction. 

—Soupy  Sale.s 
New  York.  N.Y. 
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This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


$50,000,000 


leasee 


Leasco  Financial  Services  Corporation 


&^%  Sinking  Fund  Debentures  due  1992 


Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


White,Weld&Co. 

Incorporated 


BIyth  Eastman  Dillon  &  Co.  The  First  Boston  Corporation  duPont  Glore  Forgan 

Incorporated  Incorporated 

Goldman,  Sachs  &  Co.    Hornblower&Weeks-Hemphill,Noyes     Kidder,  Peabody  &  Co.     Kuhn,Loeb&Co. 

Incorporated  Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Incorporated  Incorporated 

Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 

Bear,  Stearns  &  Co.  EuroPartners  Securities  Corporation 


Wertheim  &  Co.,  Inc. 
Bacon,  Whipple  &  Co. 
E.  F.  Hutton  &  Company  Inc. 


Shearson,  Hammill  &  Co. 

Incorporated 


W.H.  Morton  &  Co. 

Incorporated 

Swiss  American  Corporation 


Burnham  &  Company  Inc. 
Hayden  Stone  Inc. 
L.F.  Rothschild  &  Co. 


Paribas  Corporation        Reynolds  Securities  Inc. 

Alex.  Brown  &  Sons 
Hallgarten  &  Co. 
Ladenburg,  Thalmann  &  Co.  Inc.         F.  S.  Moseley  &  Co. 
Shields  Securities  Corporation  F.  S.  Smithers  &  Co.,  Inc. 


Clark,  Dodge  &  Co. 

Incorporated 

W.E.Hutton&Co. 


Dominick  &  Dominick, 

Incorporated 


Thomson  &  McKinnon  Auchincloss  Inc. 

G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc. 

Incorporated 


C.  E.  Unterberg,  Towbin  Co. 
Wood,  Struthers  &  Winthrop  Inc. 


Spencer  Trask  &  Co. 

Incorporated 

Weeden  &  Co. 

Incorporated 

Faulkner,  Dawkins&  Sullivan     Model,  Roland  &  Co.,  Inc.     Weis,Voisin&Co.,Inc.     Halle  &  Stieglitz,  Inc. 

Securities  Corp. 

November  6.  1972 
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THE  JOHNSTON   MUTUAL 

FUND    INC 123 
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269th  common  DIVIDEND 


A  regular  dividend  of  Fifty-seven  and  Two-tenths  Cents  (57.2^) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  December  1,  1972, 

to  stockholders  of  record  at  the  close  of  business  November  10,  1972. 

Checks  will  be  mailed. 

October  31,  1972         C.  A.  Mehos,  Vice  President  and  Treasurer 

OPERATING  UNITS: 


GALLAHER    LIMITED 

illame s  lBYJ0cam  jjjisiillmg  (&r. 
Z::>ioUtaui'te.  //vr 

The  Andrew  Jergens  Company 
Master  Lode  Company 

SunSiSine  Biscuits,  inc. 


VISIBLE      RECORDS.  INC. 


DUFFY -MOTT  COMPANY.  INC. 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE.  NEW  YORK,  N.Y.  10017 


INVESTIGATE  THE 


Established 
1950 


IROWEPRiCE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 

Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

^P  IH  ^1   ^^  Mail  Coupon  for  Free  Prospectus  and  Literature  Bi  Hi  H  I 
^     T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 

■  One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 

■  NAME 

M     ADDRESS 

!     CITY STATE ZIP 
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THOUGHTS . . . 


ON  THE 

BUSINESS  OF  LIFE 


Happy  the  man  to  whom  heaven 
has  given  a  morsel  of  bread  without 
laying  him  under  the  obligation  of 
thanking  any  other  for  it  than  heaven 
itself.  —Miguel  de  Cervantes 


Some  of  us  should  be  thankful  we 
have  far  more  than  we  deserve. 

—Arnold  Glasow 


Friendship  is  the  only  cement  that 
will  hold  the  world  together. 

— WooDROw  Wilson 


Laughter  is  not  a  bad  beginning 
for  a  friendship,  and  it  is  the  best 
ending  for  one.  —Oscar  Wilde 


Those  whom  you  can  make  like 
themselves  better  will,  I  promise  you, 
like  you  very  well. 

—Lord  Chesterfield 


I  will  destroy  my  enemies  by  con- 
verting them  to  friends. 

— Maimonides 


Let   us   never    adopt   the    maxim, 
Rather  lose  our  friend  than  our  jest. 

— QUINTILIAN 


I'd  hate  to  have  a  million  dollars 
and  be  without  friends. 

—William  Feather 


Come  with  us  to  the  field,  or  go 
with  our  brothers  to  the  sea  and  cast 
your  net.  For  the  land  and  the  sea 
shall  be  bountiful  to  you  even  as  to 
us.  — Kahlil  Gibran 


All  our  discontents  spring  from 
want  of  thankfulness  for  what  we 
have.  —Daniel  Defoe 


Behave  toward  everyone  as  if  re- 
ceiving a  great  guest       —Confucius 


He  who  sows  courtesy  reaps  friend- 
ship, and  he  who  plants  kindness 
gathers  love.  —Richard  Brooks 


B.  C.  FORBES 


The  way  to  make  a  true 
friend  is  to  be  one.  Friendship 
implies  loyalty,  esteem,  cordiali- 
ty, sympathy,  affection,  read- 
iness to  aid,  to  help.  The  real 
friend  is  he  or  she  who  can 
share  all  our  sorrotvs  and  double 
all  our  joys.  Radiate  friendship 
and  it  will  return  sevenfold. 


One  of  the  most  poignant  of  all 
human  experiences  is  empathy— the 
ability  to  feel  what  others  feel  when 
sufiFering  from  pain  or  loss. 

— Loms  JoLYON  West 


We  are  all  serving  a  life-sentence 
in  the  dungeon  of  self. 

—Cyril  Connolly 


To  accept  a  favor  from  a  friend  is 
to  confer  one.       — Churton  Collins 


A  man  is  in  general  better  pleased 
when  he  has  a  good  dinner  upon  his 
table,  than  when  his  wife  talks  Greek. 
—Samuel  Johnson 


With  most  people  there  will  be  no 

<harm  in  occasionally  mixing  a  grain 

of    disdain    with    your   treatment    of 

them;  that  will  make  them  value  your 

friendship  all  the  more. 

—Arthur  Schopenhauer 


Friends  should  be  like  books,  easy 
to  find  when  you  need  them,  but  sel- 
dom used.  —Emerson 


While  your  friend  holds  you  af- 
fectionately by  both  your  hands  you 
are  safe,  for  you  can  watch  both  his. 

—Ambrose  Bierce 


A  friend  is  a  person  who  knows 
all  about  you— and  still  likes  you. 

—Elbert  Hubbard 


When  fortune  smiles,  what  need  of 
friends?  —Euripides 


When  we  are  old,  our  friends  find 
it  difiicult  to  please  us,  and  are  less 
concerned  whether  we  be  pleased  or 
not.  —Jonathan  Swift 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  John  C.  Klein,  Green 
Valley,  Ariz.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


The  simple  believeth  every  word:  but 
the  prudent  man  looketh  well  to  his 
going.  —Proverbs   14:15 
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We  tell  them  what  Willie 
Mays  is  batting  and  where  the 
Dow  Jones  is  selling.  What's 
developing  in  Hanoi  and 
who's  making  it  in  Hollywood. 
What  yesterday  meant  and 
what  tomorrow  might  bring. 

Millions  of  times  a  day,  they 
look  us  in  the  face.  Great 
Northern  Nekoosa.  A  major 
supplier  of  newsprint.  And 
the  world's  largest  producer  of 
lightweight  groundwood 
printing  papers  for  your 
favorite  magazines. 

You'll  find  our  paper  report- 
ing the  news  in  hundreds  of 
morning,  evening  and  weekly 
editions.  And  making  interest- 
ing reading  in  scores  of  mass 
circulation,  special  interest 
and  trade  publications. 


You'll  also  find  us  almost 
everywhere  else  in  the  world 
of  print  communications. 

We're  a  primary  force 
behind  America's  fastest- 
growing  indoor  sport  —  paper- 
back books.  We're  producers 
of  specialized  papers  for 
directories  and  catalogs. 
We're  developers  of  new 
business  communication 
papers— for  computers,  office 
reproduction  machines, 
company  letterheads.  We're 
recognized  as  innovators  in 
everything  from  sturdy  papers 
for  road  maps  to  fashionable 
papers  for  personal  cor- 
respondence. 

Today,  with  the  growing 
complexity  of  modem  life, 
reading  material  has  become 
increasingly  vital  as  a  source 
of  both  instruction  and 
relaxation. 


As  a  major  paper  company, 
we're  committed  to  the  printed 
word  and  to  the  production  of 
papers  that  can  carry  the  word 
to  everyone  who  needs  and 

wants  it.  eURLINGAME 

At  the  same  time,  we're 
also  committed  to  managing'  v/  n  q  4^70 
our  resources  so  we  can  "  '    '^'l 

simultaneously  enhance 
man's  knowledge  and  man's       ]_ 
environment. 

GREAT 

NORTHERN 

NEKGDSA 

CORPORATDN 

Helping  to  spread  the  word. 


Every  day 

millions  of  people  curl  up  with 

Great  Northern  Nekoosa. 


Great  Northern  Nekoosa  Corporation.  Stamford,  Conn  06901 


In  1970,  we  promised 
you  a  break  on  auto 
insurance  when 
bumpers  got  toughen 


1973  car  bumpers  just 
got  tougher.  So  nereis 

10%,  15%,  or  20%  off  your 
collision  insurance. 


IITT7II 


tun 


Bumpers  that  can  take  bumps  could 
mean  great  savings  to  American  car  owners. 
So  Allstate  made  you  a  promise. 

We  said  give  us  a  car  with  tough 
bumpers  and  we'll  give  you  auto  insurance 
that  costs  less  to  buy. 

Now  we  can  keep  that  promise.  1973 
cars  have  tougher  bumpers. 

So  Allstate's  giving  all  1973  cars  sold 
in  this  country  a  10%,  15%  or  20%  discount 
on  collision  insurance. 

The  better  the  bumper,  the  better 
the  discount. 

If  you're  getting  a  1973  car,  make  sure 
you  come  in  and  see  us  about  your  1973 
bumper  discount.  (Ask  us  about  our  other 
auto  insurance  discounts  too.) 

We're  trying  to  make  driving  a  good 
thing  again. 
Tougher  bumpers 
are  a  good  start. 


/Illstate 

You're  in  good  hands. 


Special  rales  iind  diHCuunlii  aviiiliible  inoiit  mIiiIch. 
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Now  unit  trains  of  containers 
are  speeding  across  ttie  Santa  Fe 

BRIDGING  THE  U.S.A. 
IN  JUST  FIVE  DA/S 

Santa  Fe  was  one  of  the  first  to  propose  land  bridge  service 

across  the  U.  S.  A.  for  freight  moving  between  the  Far  East  and 

Europe,  also  for  mini-bridge  traffic  moving  between  foreign 

nations  and  this  country.  □  New  unit  trains  operate  weekly  on 

schedules  coordinated  with  ship  arrivals  and  departures. 

Containers  from  Europe  move  through  Atlantic  ports  to  California; 

in  the  opposite  direction, containers  from  the  Far  East  move 

through  California  ports  to  the  eastern  areas  of  our  nation.  Trains 

move  coast-to-coast  over  the  Santa  Fe  in  connection  with 

railroads  serving  Atlantic  ports.  □  Here  are  the  advantages  of 

bridging  the  U.S.A.  in  five  days  by  rail  rather  than  all-water 

routes:  ( 1 )  Shippers  gain  faster  and  more  dependable  service; 

(2)  Ocean  carriers  gain  better  utilization  of  their  ships; 

(3)  A  single  intermodal  bill  of  lading  applies  for  the  entire 

movement  by  rail  and  water;  (4)  The  rail-water  rates  are 

identical  with  all-water  service.  □  For  handling 

international  shipments  of  bulk  commodities  or  container 

cargoes,  in  unit  train  or  on  fast  daily  service,  call 

Santa  Fe,  the  railroad  that's  always  on  the  move 

toward  better  ways  to  serve  you.  For 

information,  write  Box  333,  224  South 

Michigan  Avenue,  Chicago,  Illinois  60604 

or  your  nearest  Santa  Fe  traffic  center. 


The  first  of  (he  unit  trains  is  rrtoving 

for  SEA  TRAIN  LINES.  INC.  of 

California.  Santa  Fe  is  making  plans 

to  provide  similar  service  for  other 

\  ship  lines,  including  those  based 

^\\  in  Japan  and  the  Far  East. 


Santa  Fe 

31    K 
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You  hear  a  lot  of  complaints  about 
packaging  and  solid  waste  these  days. 

But  what  a  lot  of  people  don't  real- 
ze  is  that  packaging  does  more  than 
arry  the  label.  It  makes  distribution 
xissible. 

,  Look  at  what  happens  in  a  few 
;ountries  that  don't  have  packaging, 
nsects  and  rodents  eat  up  to  50^f  of  the 
^rain  harvested  in  Somalia  before  it  ever 
jets  to  the  table.  Fifty  per  cent  of  the 
legumes  in  Tanzania.  Fifty-eight  per 
;ent  of  the  wheat  in  Kenya.  Twenty  per 
:ent  of  the  food  grains  in  India.  And 
17%  of  the  rice  in  Malaysia. 

Obviously,  these  countries  could 
eed  themselves  a  lot  better  if  this  didn't 
lappen.  How  could  they  prevent  it? 
K^ith  packaging. 


Vast  amounts  of  food  get  to  the 
consumer  over  vast  distances  in  America. 
Because  packaging  protects  it. 

For  instance,  we  have  heavy-duty 
Kraft  shipping  bags  designed  to  keep 
hugs  and  moisture  out  and  flavor  and 
freshness  in.  A  corrugated  container  for 
shipping  2000  lbs.  of  peanuts,  or  cocoa 
beans,  at  a  crack.  A  wax-impregnated 
corrugated  container  that  keeps  vege- 
tables iced  on  their  way  across  the 
continent. 

And  we're  bringing  these  things  to 
underdeveloped  countries.  We  export  to 
53  nations  and  have  investments  in  78 
plants  in  33  countries.  We've  found  that 
solving  needs  abroad  is  good  for  them  — 
and  good  for  us. 

It  may  be  pretty  obvious  that  we're 


a  packaging  company.  And  over  $400 
million  of  our  $1  billion  in  sales  is  in 
packaging. 

But  we're  more.  We're  a  paper 
company.  We're  in  shelter  and  construc- 
tion. With  lumber  and  pre-stressed 
concrete  technology.  We're  a  land  man- 
agement company.  We  make  consumer 
products  and  school  supphes.  And  our 
research  arm  has  made  contributions  in 
every  field  we're  in. 

We're  a  lot  of  things  to  a  lot  of  peo- 
ple. But  one  beUef  ties  the  whole  thing 
together. 

The  future  belongs  to  those  who  stay 
up  to  the  minute. 


ST.   REGIS    PAPER    COMPANY,    150   EAST  42ND    STREET,   N.  Y..  N.  V.   10017. 


Most  underdeveloped  countries 

grow  plenty  of  food. 
Why  are  they  starving? 


jt  storage  in  KoalaK.  Senegal 
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Theycall 

our  stock  transfer  sheet  "stripper*' 

because  it  reveals  everything. 


Corporate  officials  in  substantial 
corporations  have  fallen  in  love 
with  Chase  Manhattan's  stock 
transfer  sheet.  Because  it's  the 
only  one  in  the  business  that  tells 
you  daily:  when  a  stockholder  has 
liquidated  his  holdings  in  your  com- 
pany; when  he's  a  new  stockholder; 
how  many  shares  he's  got  now  after 
a  buyorsell;  andthedateofa 
stockholder's  most  recent  trans- 
action. 

And  that's  just  standard  equip- 
ment. We  also  offer  options.  We 
can  tell  you  how  many  shareholders 
live  in  Texas,  say.  Or  keep  a  special 
eye  on  large  transactions.  Or  print 
out  all  sorts  of  census  information 
required  by  state  law  and  exchange 
rules. 

Butourstocktransfersheet  isn't 
our  only  claim  to  the  affections  of 
corporate  officers.  We  also  get  the 
certificates  and  dividend  checks 
out  on  time.  And  we're  accurate 


about  it,  too— an  old-fashioned 
virtue  the  stouthearted  men  and 
women  at  Chase  Manhattan  refuse 
to  surrender.  Every  niggling  detail 
is  carefully  nitpicked. 

And  every  possibility  gets  antici- 
pated. Right  now,  for  example,  our 
people  and  our  computers  are 
ready  for  the  new  national  deposi- 
tory system  coming  down  the  pike. 
And  Chase  is  always  on  top  of  the 
new  NYSE  and  AMEX  rules. 

These  are  all  good  reasons  why 
hundreds  of  tough-minded  corpo- 
rations trust  in  Chase  to  keep  tabs 
on  thousands  of  transactions  a  day. 
But  the  best  reason  of  all  is  spelled 
out  on  a  little  sign  tacked  up  in  our 
stock  transfer  department.  It  says, 
"Don't  bug  the  stockholder." 

That's  the  way  we  operate. 

If  you  want  your  stock  transfer 
operation  to  function  this  way,  call 
us  at  (212)  552-5303,  and  we  will 
reveal  everything. 


Money  isn't  everything. 

It's  service  that  makes  the  difference. 
%u  have  a  friend  at  Chase  Manhattan. 

1  Chase  Manhattan  Plaza,  New  York,  New  York  10015  (212)  552-5303 
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Side  Lines 


Persistence  Rewarded 

Have  you  been  wondering  about  the  economics  of  the  much-writ- 
ten-about  U.S. -Soviet  natural  gas  deal?  Wondering  why  we  should 
go  all  that  way  to  get  energy  from  Siberia's  frozen  tundra  when  we 
have  coal  and  other  forms  of  energy  buried  in  our  own  earth? 
The  answer  is:  This  isn't  strictly  a  business  deal;  it  is  a  political  or, 
you  might  say,  geopolitical  deal.  James  Flanigan,  Forbes'  Washing- 
ton Bureau  Manager,  has  come  up  with  the  doUars-and-cents  data 
that  make  sense  out  of  this  controversial  proposal  ("Farewell  to 
Adam  Smith,"  p.  25). 

Staff  Writer  Paul 
Gibson  spent  months 
tracking  down  Ital- 
ian money  man 
Michele  Sindona. 
Somehow,  Sindona 
was  never  able  to  re- 
turn Gibson's  calls, 
and  Sindona's  rep- 
resentatives in  the 
U.S.  were  polite  but 

evasive.  Good  reporter  that  he  is,  Gibson  took  the  next  step:  He  be- 
gan seeking  out  people  who  had  dealings  with  Sindona  or  knew 
him.  The  message  got  through:  Gibson  got  a  call  from  Sindona's 
U.S.  representative,  Daniel  Porco.  Gibson  spent  four  hours  talking 
with  Porco  in  Pittsburgh;  at  the  end,  Porco  agreed  to  produce  Sindona 
for  Forbes.  The  interview  finally  took  place  in  Lower  Manhattan.  "I 
make  one  proviso,"  the  immaculate  Italian  banker  told  Gibson:  "You 
must  believe  in  me.  I  only  tell  the  truth,  but  please,  no  tape  recorder." 
The  story  ("The  Italian  Connection")  is  on  page  56. 

Senior  Editor  Jim  Cook  is  getting  to  be  quite  an  expert  on  the 
Anaconda  Co.  His  article  "A  Neat  Job,"  on  page  46,  is  Cook's  second 
on  Anaconda  this  year.  But  the  two  pieces  couldn't  be  more  dif- 
ferent. The  article  in  this  issue  is  an  account  of  a  remarkable  turn- 
about; the  article  in  our  Jan.  15,  1972  issue  was  about  a  great  com- 
pany in  ruins.  But  for  all  the  bluntness  of  the  first  piece,  the  compa- 
ny's top  brass  apparently  did  not  think  we  were  being  unfair.  When 
Cook  asked  to  interview  Anaconda  President  John  Place  last  month, 
Place  cooperated  to  the  fullest. 

That,  incidentally,  is  an  illustration  of  what  we  think  is  the  mark 
of  the  real  pro  in  dealing  with  journalists.  In  our  opinion,  the  real 
pro  is  the  company  president  who  realizes  that  we  are  not  necessarily 
against  his  company  if  we  write  a  critical  story,  nor  are  we  in  love 
with  his  company  if  we  write  a  favorable  one.  Our  job  is  to  tell  our 
readers  in  either  case;  and  as  the  Anaconda  piece  in  the  current  issue 
makes  plain,  a  favorable  story  may  follow  in  very  short  order  on  the 
heels  of  an  unfavorable  one.  The  facts  decide.  ■ 
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have  300 

sales  and  service 

offices? 


Because  a  business 
machine  is  not  a 
one-time  thing.  Its 
application  capabihty 
must  grow  to  meet 
(ixpancling  needs.  Its 
maintenance  must 
])(]  effective  so  every- 
day demands  are  not 
inlerrupted.  That's  why 
AM  p(K)ple  are 
always  nearby. 


An  AM 
product 


IS  never 

very  far 

away 
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Trends 

&  Tangents 


FOREIGN 


New  Bank  for  Asia? 

Fifteen  Asian  nations  have  been*^ 
meeting  to  discuss  the  establish- 
ment of  an  Asian  Reserve  Bank  in 
which  the  member  countries  would 
place  about  10%  of  their  total  in- 
ternational monetary  reserves.  At 
the  present  time  these  reserves  are 
deposited  in  New  York  and  London 
to  the  tune  of  about  $20  billion. 
Professor  Robert  Triffin  of  Yale 
University  (Fobbes,  Nov.  1)  says 
the  deposit  of  Asian  reserves  in 
the  West  amounts  to  the  poor  and 
underdeveloped  countries  "lending 
to  the  richest  countries  in  the 
world."  Trilfin  hopes  that  the  bank 
could  start  operating  by  the  be- 
ginning of  1974. 

/nvesfing  on  Company  Time 

The  number  of  West  German  in- 
vestment clubs  has  increased  from 
60  to  over  6(X)  in  the  last  two 
years,  assisted  by  corporations  anx- 
ious to  introduce  individual  inves- 
tors to  stock  ownership  as  opposed 
to  the  usual  German  preference  for 
bank  deposits.  One  company,  Thys- 
sen,  has  18  clubs  in  its  Diisseldorf 
plant  alone,  split  about  evenly  be- 
tween white-collar  and  blue-collar 
employees.  Club  members  get  an 
extra  hour  off  from  work  at  lunch- 
time  once  a  month  to  hold  club 
meetings,  and  twice  yearly  the 
management  gives  a  prize  of  sev- 
eral shares  of  company  stock  to  the 
club  deemed  to  have  done  the  best 
job  of  investment  management 
during  the  preceding  six  months. 


BUSINESS 


Up  Above  the  World  So  High  .  .  . 

The  time  will  come  when  a  spe- 
cial credit  card  satellite  will  circle 
the  earth  transmitting  credit  data 
almost  instantly  between  cities  tens 
of  thousands  of  miles  apart,  Presi- 
dent John  H.  Vogel  of  New  York's 
National  Bank  of  North  America 
predicted  recently.  To  Ixj  sure, 
some  preparations  will  have  to  be 
made  first— such  as  working  out  a 
common  credit  card  "language"  for 
use  throughout  the  world.  But  it 
will  also  have  its  advantages.  For 
example,    a    tourist    buying    .some- 


thing in  a  foreign  country  will 
know  exactly  what  exchange  rate 
he  is  paying,  because  his  account 
will  be  charged  before  his  pur- 
chase can  be  wrapped. 

The  Age-Wage  Ratio 

To  be  considered  a  prime  can- 
didate for  a  bigger  job,  a  32-year- 
old  executive  must  command  a  sal- 
ary in  the  $22,000-$32,500  range. 
Utilizing  an  "age-wage  ratio,"  an 
executive  search  specialist  has  de- 
termined what  it  takes  to  be 
deemed  "on  the  way  up"  in  1972. 
By  this  yardstick,  a  young  execu- 
tive should  be  earning  twice  what 
a  similar  manager  earned  ten  years 
ago.  At  the  bottom  of  the  future 
success  scale,  a  man  of  27  should 
be  earning  at  least  $15,000;  at 
the  top,  a  50-year-old  man  should 
be  making  upwards  of  $50,000. 

Advertising  to  the  Deaf 

About  8  million  deaf  Americans 
use  sign  language,  and  many  of 
them  are  retired  people  with  mon- 
ey to  spend.  Yet  big  business  has 
generally  ignored  this  market.  One 
exception  is  Western  Air  Lines  of 
Los  Angeles.  It  is  just  completing 
a  ten-week  test  of  television  com- 
mercials in  sign  language,  prob- 
{Continued  on  page  88) 
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"Ttoethe^we  can  save 
5,000  Americans  from  the 

drunk  driver  every  year." 


A  report  fix)m  Secretary 
of  Iransportation,  John  A.Volpe, 
on  the  effectiveness  of 
Alcohol  Safety  Action  Projects. 

"The  statistics  are  shocking. 

Last  year,  27,000  drivers,  passengers 
and  pedestrians  were  killed  in  alcohol- 
related  traffic  accidents.  One  out  of  every 
fifty  drivers  on  the  roads  you  travel  is 
dangerously  drunk.  And  every 
20  minutes,  someone  is  killed  in  a 
drink-driving  accident. 

But,  the  U.  S.  Department  of 
Transportation  is  doing  something  to 
reduce  that  deplorable  number  of 
fatalities.  Beginning  in  January  of  1971, 
we  put  eight  federally-funded  Alcohol 
Safety  Action  Projects  (ASAP)  to  work 
in  areas  of  eight  different  states  around 
the  country.  Each  with  an  innovative 
plan  designed  and  carried  out  by  local 
communities  with  a  single  purpose  in 
mind.  To  curb  the  drunk  driver  and 
save  lives. 

Now  the  results  are  available  on  their 
first  full  year  of  operation,  and  I'm 
happy  to  report  that  ASAP  is  really 
working.  In  those  areas  of  the  eight 
states  covered  by  ASAP  projects,  traffic 
fatalities  were  reduced  8.6  per  cent.  In 
the  remaining  areas  of  those  same  states 
where  there  were  no  ASAP  projects  at 
work— fatalities  increased  1.5  per  cent. 

While  these  figures  are  preliminary, 
we  can  estimate  that  if  this  level  of 
effectiveness  holds  up,  and  if  all  fifty 
states  initiated  statewide  ASAP  projects, 
we  could  save  as  many  as  5,000 
Americans  from  the  drunk  driver 
every  year. 

The  ASAP  effort  is  receiving  top- 
priority,  bi-partisan  support  in  Congress. 
Each  project  is  initiated  and  carried  out 
by  concerned  local  communities  with 
the  help  of  federal  funds.  The  first  eight 
pioneer  projects  were  conceived  by  state 
governments,  municipal  authorities,  local 


law  enforcement  agencies  and  aware 
citizens  groups. 

They  proposed  the  creative  alcohol 
countermeasure  programs  they  thought 
would  prove  effective  in  their  areas  and 
presented  them  to  the  Transportation 
Department.  We  approved  and  financed 
them  as  quickly  as  possible— with  a 
minimum  of  red  tape. 

The  law  enforcement  countermeasures 
initiated  under  these  ASAP's  led  to  an 
increase  of  72%  in  alcohol-related 
traffic  arrests.  Other  ASAP 
countermeasures  helped  gear  up 
judicial  operations  to  help  the  courts 
handle  the  drinking  driver  more 
efficiently.  Pre-sentence  investigations 
were  carried  out  to  identify  problem 


drinkers  and  assign  them  to  rehabilitation 
programs  to  lessen  the  chance  of  their 
becoming  repeat  offenders. 

Some  introduced  the  use  of 
videotape  film  of  drunk  drivers  at  the 
time  of  arrest  as  evidence  in  court. 
Others  concentrated  on  public  education 
programs  to  help  deter  the  drinking 
driver. 

The  trend  is  encouraging.  During 
1971,  26  more  ASAP  projects  were 
funded  and  put  to  work.  But,  there's 
still  a  long,  long  way  to  go.  It  is  our 
hope  that  the  success  of  our  pioneer 
ASAP  projects  will  have  a  powerful 
catalytic  effect— and  stimulate 
determined  community  action  until  there 
are  programs  like  them  throughout  the 
country.  Only  then  can  we  begin  to 
bring  the  drunk  driver  under  control. 

For  complete  information  on  what 
you  can  do— and  how  we  can  help, 
write  the  U.S.  Department  of 
Transportation,  National  Highway 
Traffic  Safety  Administration, 
Washington,  D.C.  20590." 


ASAP  is  showing  us  how 
to  curb  the  drunk  driver. 

State  Farm  Insurance  fully  supports 
the  U.  S.  Department  of  Transportation's 
Alcohol  Safety  Action  Projects.  We 
have  provided  this  space  in  the  hope  that 
Secretary  Volpe^s  message  will  stimulate 
more  stales  and  local  communities  to 
initiate  more  alcohol  countermeasure 
programs— and  save  more  Americans 
from  the  drunk  driver. 


State  Farm 


STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY 

Home  Office:  Bloomington,  Illinois 


STATE    FARM 


INSURANCE 


Delta  is  an  air  line  run  by  professionals. 
Like  Eleanor  Doble,  Stewardess. 

She  walks  over  5  miles  on  a  typical 
flight.  She  hangs  your  coat,  offers  you  a 
pillow,  comes  around  with  magazines, 
briefs  you  on  safety  procedures, brings 
you  your  choice  of  drinks,  serves  your  meal, 
pours  your  wine,  answers  your  questions, 
helps  your  children,  refills  your  coffee 
cup,  points  out  landmarks,  takes  your  tray 
and  brings  you  your  coat.  And  she  takes 
it  all  in  stride.     ^ y:::^^ 

Deltais  — '^^  ' 

ready  when 
you  are. 


»*f  iOwi  litt 


READERS  SAY 


TheDC-10,  latest  addition  to  Delta's  Wide  RideTwileel.  gives 
"comfort"  a  whole  new  meaning.  Two-by-two  seats  in  both  Tourist  and  First  Class. 


CredibilHy  Gulf? 

Sir:  I  am  enclosing  three  recent  press 
releases  by  Gulf,  which  correct  three  of 
the  14  errors  of  fact  in  your  article  "Gulf 
Oil's  Texas  Lunch"  (  Nov.  1 ). 

We  prepared  a  detailed  letter  to  cor- 
rect each  of  the  14  mistakes,  not  so  much 
for  publication,  because  the  number  of 
mistakes  made  the  letter  too  long,  but 
rather  for  you  to  use  as  a  guide  in  any 
article  you  might  prepare  about  Gulf  in 
the  future,  and  perhaps  as  a  caveat  on 
the  importance  of  getting  the  facts. 

Unfortunately,  we  are  not  permitted 
to  mail  you  the  letter  at  this  time  on  ad- 
%  ice  of  counsel. 

It  was  felt  that  to  amass  such  an 
amount  of  material,  e\en  though  it  was 
almost  all  from  previously  published 
sources,  might  be  interpreted  as  a  pro- 
spectus in  connection  with  the  registra- 
tion of  the  secondary'  stock  offering.  Fol- 
lowing the  period  of  registration,  we  will 
send  you  this  information. 

You'll  find,  from  the  enclosed  releases, 
that  the  operations  to  be  written  off  have 
estimated  losses  of  S37  million,  instead 
of  $39  million,  and  that  they  are  prin- 
cipally refining  and  marketing  operations, 
not  "certain  marketing  facilities."  The  re- 
leases on  the  secondary  offering  and  the 
write-off  both  state  that  nine-month 
earnings  would  be  announced  in  mid-No- 
vember. This  was  done,  as  the  secondary 
offering  release  states,  to  take  advantage 
of  the  opportunity  to  issue  audited  fig- 
ures, which  were  being  prepared  for  the 
proposed  registration.  The  third  release 
is  the  earnings  statement,  dated  Nov. 
13,  1972.  This  is  approximately  three 
weeks  later  than  usual  and  entirely  con- 
sistent with  the  infonnation  in  the  first 
two  releases. 

—Paul  Sheldon 

Vice  President, 

Gulf  Oil  Gorp. 

Pitt.sburgh,  Pa. 

"Gettirifi  the  facts"?  We  verified  the 
$39-niiHi()ti  figure  with  a  Gulf  spokesman, 
who  (lid  not  catch  the  error.  As  to  "cer- 
tain marketiufi  facilities,"  Gulf  is  (/uotinfi 
us  out  of  context,  as  any  reader  can  see. 
As  for  the  third  "error,"  ice  can't  figure 
out  what  Gulf  is  driving  at.  As  for  learn- 
ing about  the  rerijaining  11  "errors,"  we 
can  hardly  wait— Ed. 

Fresh  Air 

SiH:  Your  statement  on  A&P-WI'"0 
( Fact  <b-  Connnent,  Nov.  1 )  is  one  of 
the  few  breaths  of  fresh  air  to  come  out 
of  the  media  in  recent  months. 

— JO.SKPII  RlNDKU 

Pri'sidcnt, 

The  Bohack  ("orp. 

Brooklyn,  N.Y. 

More  on  Houiing 

Sih:   In  "Why  Does  It  Cost  So  Mtich 
To  Sell  a  Hou.se?"  (Oct.  15),  you  aihgc 
(Continued  on  page  89) 
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Now  the  Shell  Credit  Card 
Isyours  for  the  asking. 


No  red  tape. 

Why  the  Shell  Credit  Card 
is  for  two-car  families,  too. 

The  more  cars  in  your  family,  the  bigger 
your  fuel  and  maintenance  bills.  That's  why 
you'll  appreciate  the  newest  feature  of  the 
Shell  Credit  Card — the  Revolving  Budget 
Plan. 

That  means  you  can  take  extra  time 
to  pay  off  your  bill  if  you  wish.  And  that's  no 
small  advantage  to  anybody  if  his  expenses 
happen  to  hit  a  peak  right  when  his  income 
or  extra  cash  hits  an  ebb. 

Suppose  you  suddenly  need  some  re- 
pairs, major  ones.  Well,  you  can  charge  up  to 
$250  in  repairs  on  our  card — but  you  may 
not  want  to  pay  the  full  amount  when  the  bill 
arrives.  The  same  goes  for  any  other  size- 
able amounts  you've  charged :  tires,  a 
battery,  or  enough  gasoline  for  a  cross- 
country vacation  drive. 

Just  exercise  the  payment  options 
you  get  when  you  have  our  credit  card. 

For  example,  you  can  pay  the  new 
balance  in  full  within  25  days. 
Or  take  advantage  of  our 
Budget  ^lan  feature.  You  just 
make  a  minimum  monthly  pay- 
ment which  is  based  on  the  new 
balance  due.  (See  details  and 
FINANCE  CHARGES  on  the 
coupon  card  attached. ) 


Yours  for  the  asking. 
Mail  completed  coupon  today. 


Don't  forget  all  the  other  advantages 
of  a  Shell  Credit  Card . . . 

It's  as  good  as  gold  at  over  20,000  Shell 
stations  throughout  the  U.S.A.  Plus  every 
Shell  station  in  Canada.  And  if  you  pilot  a 
plane  or  skipper  a  boat,  it's  nice  to  know  that 
you  can  charge  aviation  or  marine  fuel  on 
your  Shell  credit  card. 

Person-to-person  service,  too. 

As  a  Shell  cardholder,  any  time  you  have  a 
question  about  your  bill,  just  call  our  toll- 
free  number.  And,  presto,  you're  in  touch 
with  a  living,  breathing  person — not  a  com- 
puter. Our  Service  Representative  can  help 
answer  any  questions  or  settle 
any  misunderstandings  you 
might  have  about 
your  account. 


^     ^  Shell 

products 
perform 


We're  helping  U.S.  exports  take  off 
With  $3  billion  in  export  credit. 


..^^t^mSSHmmtu^ 


In  the  last  18  months, 
Manufacturers  Han- 
over financed  world- 
wide U.S.  export  trans 
actions  totaling  $3.2 
billion  in  both  long  and 
short  term  loans. 

For  example,  as 
leader  of  a  24-bank  syn- 
dicate, we  marshalled 
$310  million  for  a  Texas- 
based  oil  company  con- 
structing an  Algerian 
liquid  gas  plant. 

For  the  Rio  de  Janeiro 
Airport  —  Manufacturers 
Hanover  participated  equally 
with  the  Export-Import  Bank  in 
a  $25  million  loan  to  purchase 
American  equipment. 

Again  in  cooperation  with 
Ex-Im,  we  are  extending  $72  mil- 
lion to  four  Spanish  companies 


for  construction  of 

two  nuclear  power 

plants  by  a  major 

American'electrical 

manufacturer. 

Extensive  financial 
esources. Imagination  in 
organizing  export  finan- 
ing.  And  a  global  network 
of  branches,  representa- 
tive offices  and  affiliates. 
They  are  all  brought 
together  in  one  bank. 
Manufacturers  Hanover. 
What  it  all  adds  up 
to  is  this  —  Manufacturers 
Hanover  can  meet  your  export 
credit  needs  around  the  world. 
From  the  very  simple  to  the  most 
comi)lex  transaction. 

If  your  business  is  going 
places  internationally,  talk  to 
Manufacturers  Hanover. 


MANUFACTURERS  HANOVER  Ef 

London  •  Frankfurt  •  Tokyo  •  Bangkok  •  Beirut  •  Bogota  •  Brussels  •  Buenos  Aires  •  Caracas 
Hong  Kong  •  Lima  •  Madrid  •  Manila  •  Mexico  City  •  New  York  •  Paris  •  Rome  •  Sao  Paulo  •  Sydney 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


OBLIVIOUSLY,   BLITHELY  TO  THE  BRINK 


Until  we're  stunned  into  action-producing  awareness  of 
our  snowballing  energy  crisis  by  some  Pearl-Harbor  type 
catastrophe  or  Sputnik-like  spur,  we  the  people,  I  guess, 
will  simply  continue  the  present  drift  to  the  brink  of  an 
energy  disaster. 

The  present  and  continuing  standoff  between  well-mo- 
tivated, oft-misguided  and  misinformed  environmentalists 
and  those  who  need  and  those  who  have  to  provide 
energy  is  quite  apt,  you  know,  to  result  with  both  winning 
their  points  at  the  price  of  losing  what  has  to  be  and  is 
essentially  the  same  objective. 

Believe  me,  when  businesses  all  over  tl>e  land  have  their 
energy  rationed  and  job  hours  reduced;  when  homes  have 
only  certain  hours  that  their  lights  can  light,  their  hot 
water  run  hot  and  their  ice  boxes  run  cold,  I  think  it 
will  make  reelection  a  bit  difficult  for  the  senator  or  con- 
gressman or  the  mayor  or  the  governor  or  the  state  legis- 
lator who  resolutely  blocked  every  attempt  at  intelligent 
cooperation  in  developing  additional  power  resources,  be 
they  atomic  or  coal  or  other. 

Additional  power  is  achievable  without  excluding,  pre- 
cluding or  even  occluding  ecologists— but  not  in  the  pres- 
ent emotional  climate,  a  climate  that  results,  or  course,  in 
major  part  from  decades  of  waste  and  wantonness  and 
unawareness  on  the  part  of  energy  users  and  suppliers. 


»   «   #   » 


If  I  were  President— and  I  guess  it's  among  a  few  mil- 
lion other  reasons  why  I'm  not— within  the  next  year  to  two 
I  would  awaken  the  public  to  the  growing  direness  of  our 
energy  shortage  and  thus  provide  the  impetus  toward  solu- 
tion and  resolution,  by  announcing  the  forthcoming  in- 
auguration of  gasoline  rationing  a  la  World  War  II.  Then 


we  would  find  a  swift  drive  for  an  intelligent  solution, 
compromise,  balance  between  rain-wetted  fields  and  ir- 
rigated ones. 


*  *  *   * 


Because  we're  barely  coping  with  our  present  huge 
trade  imbalance,  there  is  no  way— if  it  were  available— 
that  we  could  buy  all  the  oil  we'll  need  in  the  reasonably 
foreseeable  future  from  abroad.  I  have  heard  it  said 
that  Japan  itself  in  the  next  dozen  years  or  so  could  use 
all  the  oil  presently  available  from  the  Middle  East  (or 
some  such  fantastic  statistic). 


*   *   *  * 


Maybe  we  should  get  smart  like  some  of  these  inter- 
national wheeler-dealers.  Since  there's  just  no  way  the 
Saudi  Arabians  can  buy  enough  air-conditioned  Cadil- 
lacs to  use  up  the  tens  of  $  billions  that  they  will  be 
getting  for  their  oil;  and  since  there's  little  likelihood 
that  Libya's  Colonel  can  get  rid  of  all  his  tens  of  billions  of 
additional  oil  revenues  by  continuing  to  finance  revolutions 
and  revolutionaries  (because  the  revolutionaries  will  all 
have  so  much  money  they'll  want  to  eiijoy  it  a  bit),  we 
should  encourage  these  Arabian  Aladdin-oil-lamp  lands 
to  invest  their  money  in  American  businesses  at  an  ever- 
faster  pace. 

Then  when  they  become  majority  owners  of,  say.  Stan- 
dard Oil  and  General  Motors  and  IBM  and  the  like,  we 
can  get  very  emotionally  excited  about  all  them  f'reigners 
"owning"  the  United  States,  and  "nationalize"  Standard  Oil 
and  General  Motors  and  IBM. 

Sort  of  have  our  cake— 'er,  energy— and  eat  it  too. 


»  ♦  »  * 


You  think  that's  a  joke,  son? 
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WHO   EVER  WOULD  HAVE  EXPECTED 


one  of  the  Free  World's  most  civilized  banks,  headed  by 
one  of  the  world's  most  world-minded  and  civilized  bank- 
ers, to  engage  in  the  most  uncivilized  beheading  of  one  of 
its  Heads? 

The  day  after  Chase  Manhattan's  President  Herb  Pat- 
terson's public  pillorying,  many  of  the  wits  and  quite  a  few 
of  the  wise  around  Wall  Street  were  saying  that  Chairman 
David  Rockefeller  fired  the  wrong  top  man. 


Be  that  as  it  may,  the  way  what  was  done  was  done  was 
no  credit  to  the  doer  or  help  to  that  venerable  bank. 

In  Detroit,  it's  one  thing  for  Henry  Ford  to  spectacularly 
bounce  a  Bunkie  Knudsen.  They  play  the  game  that  way 
there  and  a  lot  of  places  elsewhere.  But  for  a  Rockefeller- 
David,  at  that— and  the  Chase  Manhattan  to  behave  like  a 
lipstick  manufacturer  changing  sales  managers  seems  to 
many  of  us  both  inexplicable  and  inexcusable. 


NEW  DEFINITION 

The  shortest  moment  in  time  used  to  be  described  as  Perhaps  a  better  description  might  be  the  time  elapsing 


the  split  second  between  the  changing  of  a  traffic  light  to 
green  and  the  honking  of  the  horn  in  the  car  behind  you. 


between  when  you  say,  "Never  again"— and  when  you  do 
it  again. 


HOW  TO  PUT  A  NEAR-END  TO   SKYJACKING 


Does  anybody  in  his  right  mind  or  with  any  mind  at  all 
think  skyjacking  will  be  ended  by  rushing  truckloads  of 
money  to  the  skyjackers  and  having  them  flown  wherever 
they  will? 

Maybe— only  maybe,  mind  you— some  of  the  ineffectual 
steps  so  far  taken  to  curb  skyjacking  have  prevented  a  few. 
But  supplying  ticket  sellers  with  psychological  and  other 
profile  material  on  potential  plane  seizers;  the  time-con- 
suming searching  of  personal  luggage;  running  passengers 
through  metal-detector  equipment;  placing  aboard  planes 
passenger-guised  armed  guards  and  all  the  rest  of  it 
most  certainly  have  not  come  near  to  ending  one  of  our 
times'  most  horrendous  crimes. 

We  cannot  determine  how  many  more  flights  must  un- 
dergo this  terrorism  in  other  lands  before  agreement  to 
end  it  is  reached  on  the  international  level.  At  home, 
though,  we  can  halt  most  of  it  by  a  simple  Act  of  Congress, 
which  would  make  it  a  heavily  punishable  federal  crime 
for  any  skyjacked  plane  to  be  pennitted  to  take  off  from 
any  U.S.  airport  once  it  had  touched  down.  Apparently 
shooting  the  tires  doesn't  make  takeoff  impossible.  Every- 
body said  that  would  do  it,  up  until  FBI  Director  Gray 
had  the  guts  to  try  it  and  it  didn't  prevent  takeoff.  But 
placing  an  armored  vehicle  in  front  of  the  plane  and 
otherwise  blocking  the  runway  would  do  it. 

If  a  skyjacker  knows  that  once  the  plane  has  landed, 


no  one  and  nothing  but  another  Act  of  Congress  can  per- 
mit it  to  take  off  again,  that  will  end  those  seizures  which 
involve  refueling. 

As  it  is  now,  pilots  and  airlines  and  airports  and  law 
enforcement  officials  and  elected  public  officials  are  all  in- 
volved in  the  seeming  exercise  of  discretion  as  to  com- 
plying with  skyjackers'  demands.  Understandably,  few 
want  to  take  the  responsibility  of  saying  nay  to  any- 
thing that  may  lead  these  terrorists  to  slay.  Under  the 
proposed  law,  no  one  could  say  yes  to  a  skyjacker's  de- 
mands without  facing  penalties  nearly  as  severe  as  those 
facing  the  skyjacker  himself. 

Internationally,  of  course,  the  problem  could  be  ended 
almost  overnight  once  the  International  Air  Transport  As- 
sociation agreed  that  no  member  airline  would  serve  any 
country  which  didn't  return  within  24  hours  the  skyjack- 
ers, the  boodle,  the  plane,  the  passengers  and  the  crew 
to  the  country  of  origin  (Forbes,  Aug.  15,  p.  25).  For 
assorted  and  inexcusable  power-politic  reasons,  the  U.S. 
hasn't  been  able  to  get  enough  backing  for  that  proposal. 
The  International  Air  Line  Pilots  Association  could  probably 
do  the  job  itself— and  just  may— if  the  member  countries 
continue  dancing  a  minuet  around  this  fearsome  problem. 

The  U.S.  can  only  try  to  expedite  the  international 
solution,  but  we  certainly  can  implement  our  own  na- 
tional solution  as  quickly  as  Congress  enacts  the  Act. 


I  GET  A  CHUCKLE 


out  of  the  recent  pictures  showing  Lyndon  Johnson's  shag- 
gy, lengthy,  over-the-collar  hairstyle. 

As  immaculately  groomed  President,  LBJ  was  the  b^te 
noire  of  the  country's  long-haired,  hairy  young.  And  now 

WHO  WANTS   IT? 

Can  you  imagine  anything  more  stultifying  than  a  per- 
fect world  populated  entirely  by  problemless  people? 
That's  what  heavens  are  for. 
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he's  caught  up  with,  if  not  surpassed  in  length,  most  of  'em. 
Any  day  now  maybe  we'll  see  Mr.  Nixon  sporting  a  full- 
bushed  handlebar. 

At  any  rate,  the  ranks  of  hairy-haters  seem  to  be  thinning. 

REALITY 

What  someone  thinks  is, 
is  sometimes  more  real 
than  what  really  is. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


Often  comments  hy  others  seed,  stimulate,  irritate,  amuse 
or  abuse  my  mind.  This  page  each  issue  will  contain  a 
few.  Which  verb  applies  to  what,  you  can  decide.— M.S. F. 


PICNIC  OVER 


C.  Howard  Hardesty  Jr.,  executive 
vice  president  of  the  Continental 
Oil  Co.: 

"The  energy  picnic  is  over  for 
America. 

"The  simple  fact  is  that  we  are 
spoiled  rotten.  Except  for  our  family, 
sacrifices  don't  come  easy  to  any  of 
us.  We  want  low-cost,  low-sulphur 
fuel  oil,  but  we  don't  want  ships,  pipe- 
lines, terminals  or  refineries  on  our 
shores. 

"We  want  adequate  supplies  of  do- 
mestic oil  and  gas,  but  we  don't  want 
to  explore  the  potentiality  of  offshore 
areas.  We  want  more  imports  of  crude 
oil,  but  we  don't  want  to  give  foreign 
nations  a  stranglehold  on  our  econ- 
omy. We  want  more  natural  gas,  but 
we  will  not  let  market  forces  set  real 
values. 

"We  want  more  coal,  but  don't 
want  surface  mining  and  prohibit 
coal's  use  by  sulphur  restrictions.  We 
demand  adequate  supplies  of  elec- 
tricity but  resist  setting  of  nuclear 
plants.  We  want  to  use  more  oil  more 


efficiently  but  rush  out  to  buy  8-mile 
per-gallon  automobile  monsters. 

"At  this  point  in  time,  our  environ- 
mental concerns  are  more  deeply  root- 
ed than  our  energy  concerns.  So  far 
we  are  not  willing  to  accept  the  fact 
that  some  tradeoffs,  some  compromises 
will  be  needed  to  keep  these  incon- 
sistencies from  destroying  our  way  of 
life." 

. .  .  Commerce  Secretary  Peterson 
said  that  the  projected  U.S.  trade  def- 
icit in  energy  would  be  in  the  range  of 
$15  billion  to  $21  billion  by  1980. 
He  said  that  Europe  and  Japan  would 
be  in  a  similar  position  with  an  ag- 
gregate energy  trade  deficit  for  the 
three  major  industrialized  areas  of  the 
world  of  $44  billion  to  $62  billion  by 
the  beginning  of  the  next  decade. 

"We  are  now  studying  in  depth  the 
trade,  monetary  and  political  impli- 
cations of  this  kind  of  deficit,"  Mr. 
Peterson  said.  "One  result  could  be 
that  all  major  deficit  countries  could 
find  themselves  forced  to  engage  in 
a  wild  and  cannibalistic  scramble, 
not  only  for  energy  but  for  external 


While  there  are  probably  more 
blunders,  miscalculations,  mischances, 
ironies  in  war  and  politics  than  in  any 
other  human  endeavor,  historians 
(real  ones  as  well  as  the  self -ac- 
claimed) have  a  field  day  "revealing" 
from  "new"  sources  that  a  great  disas- 
ter, an  unexpected  outcome  in  a  great 
battle,  a  great  war  itself  were  the  re- 
sults of  some  perfidious  conspiracy. 

The  latest  example  of  this  kind  of 
titillating  interpreting  comes  in  a  re- 
cent Life  cover  story  on  the  sinking  of 
the  Lusitania.  The  loss  of  the  Lusi- 
tania,  as  every  historian  and  schoolboy 
knows,  was  the  major  event  that 
brought  the  U.S.  into  World  War  I. 

The  sensational  Life  article,  ex- 
cerpted fnom  a  book  that  will  be  pub- 
lished by  a  Time  Inc.  subsidiary,  im- 
plies that  the  Lusitania  disaster  was 
not  simply  an  unfortunate  fluke  of 
war,  but  was  the  end  result  of  a 
British  conspiracy  to  make  the  U.S. 
an  Allied  belligerent. 

But,  alas  for  Life,  life  is  not  so 
straightforward.  If  the  Lusitania  sink- 
ing was  the  result  of  a  nefarious  con- 
spiracy, the  conspirators  should  have 
been  shot.  Because,  contrary  to  popu- 
lar opinion,  the  Lusitania  torpedoed 
U.S.  participation  in  the  war  for  near- 
ly two  years— far  longer  than  if  the 
tragedy  had  never  taken  place.  More- 


TWO  IRONIES 

over,  the  U.S.  would  have  become  a 
belligerent  in  1917  even  if  the  Lusi- 
tania tragedy  had  never  occurred. 

In  1915  Germany  began  its  wide- 
ranging  submarine  warfare,  occasion- 
ally sinking  neutral  shipping  as  well  as 
Allied.  Because  of  the  impossibility 
of  differentiating  disguised  British 
shipping  from  American  shipping,  it 
would  have  been  unavoidable  that 
American  lives  and  shipping  would 
have  been  lost  during  1915,  as  Ger- 
man submarining  became  more  ex- 
tensive, efficient.  These  incidents 
would  have  provoked  the  reaction 
then  that  they  did  produce  in  1917— 
namely,  U.S.  intervention. 

In  May  1915  the  Lusitania  nearly 
accomplished  in  one  spectacular  sink- 
ing what  a  string  of  less  sensational 
sinkings  would  have  done  over  a  pe- 
riod of  time.  But  President  Wilson 
refused  to  be  stampeded  by  a  "Re- 
member the  Maine"  reaction.  And 
Germany,  in  reaction  to  the  violent, 
worldwide  revulsion  over  the  torpedo- 
ing, restricted  its  submarine  sinkings. 

In  1917  Germany  finally  did  what 
the  Lusitania  stopped  her  from  doing 
in  1915.  When  she  lifted  all  her  self- 
imposed  restrictions,  the  U.S.  was  in 
the  war  in  a  matter  of  weeks,  despite 
Wilson's  extreme  reluctance.  It  is, 
moreover,   hard   to   believe   that   the 


earnings  to  pay  their  bills.  This  could 
create  an  extremely  rigorous  compe- 
tition for  manufacturing  exports  and 
the  sort  of  export  subsidies  which 
could  be  deleterious  to  the  interests 
of  all  parties  in  the  long  run." 

The  government  official  said  that 
the  need  for  international  coopera- 
tion in  finding  a  solution  to  this  prob- 
lem was  "compelling." 

"Now  that  comparative  advantage 
is  slipping  away,  a  change  which  will 
have  crucial  economic  and  political 
implications,"  he  continued,  "the  era 
of  low-cost  energy  is  almost  dead. 
Popeye  is  running  out  of  cheap 
spinach." 

-By  WilHam  D.  Smith 
in  the  New  York  Times. 

Walter  Levy,  oil  economist:  "Con- 
tinuously growing  foreign  exchange 
funds  that  would  accrue  to  the  trea- 
suries of  a  few  Middle  Eastern  gov- 
ernments and  to  a  small  number  of 
their  privileged  citizens  will  far  ex- 
ceed any  accumulation  of  foreign- 
held  funds  ever  before  experienced 
by  the  world." 


U.S.  could  have  kept  out  of  war  in 
1917  when  its  ships  were  being  sunk 
en  masse,  even  if  the  Lusitania  were 
still  afloat. 

Which  brings  us  to  a  second  irony- 
Wilson's  reaction.  After  the  Lusitania 
sinking,  Wilson  profoundly  believed 
he  was  serving  the  cause  of  peace  by 
not  heeding  the  war-hawking  whoops 
of  an  inflamed  public  opinion  to  send 
the  U.S.  off  to  war.  Despite  the  prod- 
dings  of  Teddy  Roosevelt  and  others, 
Wilson  kept  us  out  of  war  and  won 
reelection  on  a  peace  platform. 

But  how  well,  ultimately,  was  the 
cause  of  peace  served  by  delaying 
the  U.S.  entrance? 

If  the  U.S.  had  been  an  early  par- 
ticipant, the  length  of  the  First  World 
War  might  have  been  shortened,  the 
incredible  bloodletting  lessened.  Post- 
Armistice  European  history  might 
have  been  very  different  indeed.  See- 
ing what  did  happen— Versailles,  Com- 
munism, Fascism,  Naziism,  the  Jewish 
Holocaust,  another  World  War— it  is 
difficult  to  believe  that  early  U.S.  par- 
ticipation could  have  made  matters 
worse,  and  probably  would  have 
made  them  a  good  deal  better. 

So,  quite  contrary  to  the  unlifelike 
Life  article,  the  sinking  of  the  Lusi- 
tania had  multiple  but  quite  reverse 
results.  —M.S.  Forbes  Jr. 


FORBES,   DECEMBER    1,    1972 
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toy.  Discs  with  holes  in  them,  and  H  mutual  operating  economies  and  facilities  management. 
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spectacular  |)ossil)ililies.  ^ani/ntion  with  combined  assets  of  That's  our  concept  in  action. 

So  with   Richmond  (Corpora-  more  than  $1  billion  dollars.  Mvery-  Our  cMrnin^s  |)rove  it's  working. 


tion. 

Individually,  we're  ton  solid, 
I)rofit,able,  but  not  unusual  com- 
])ani«'s. 

Hut  put  us  together,  and  the 


tiling  from  title,  personal  and  casu- 
alty insurance  t,o  mutual  fund  sales, 
mort^^nj^e  ;ind    re;d  estate  leasing, 
sales,   development    and    manaj.je 
ment  services,  investment  counsel 
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The  gift  with  nothing  to  assemble 
but  special  fiiends.  Johnnie  Walker  Red, 

The  world's  favorite  Scotch  for  the  world's  favorite  season. 
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100%  Blended  Scotch  Whiskies.  86.8  Proof.  Imported  by  Somerset  Importers,  Ltd.,  New  York,  N.Y. 


Alcan 
presents  a  perfectly 

ancient  idea. 


&\m^^ 


^\*xnxnuu\nvuvn^uuuiruvfseamaaMiUt»iMiatimaaaataa 


We  admit,  Venetian  blinds  aren  t  exactly  the  newest 
idea  in  the  world.  Actually,  they  re  not  even  Venetian. 
In  ancient  Pompei,  people  were  playing  peek-a-boo 
through  prototypal  Venetian  blinds  when  Venice  was 
still  just  a  small  spot  on  the  water. 


But  old  or  new,  Venetian  blinds  are  a  good  idea. 
And  there's  more  to  them  than  peekability. 
For  one  thing,  they  re  just  about  the  most  efficient 
way  to  control  the  passage  of  light  through  windows. 
Which  among  other  things  can  mean  big  savings 
in  air-conditioning  costs. 


Alcan  s  1-inch  Venette  aluminum  blinds  are  so  modem, 
efficient  and  attractive,  they've  become  a  towering 
success  with  leading  architects  and  designers. 
Like  in  the  57-story  tower  of  the  new  IDS  Center  in 
downtown  Minneapolis.  Where  they're  installing 
17,000  of  our  Venette  blinds.  Which  is  900  miles  of 
aluminum.  And  the  Investors  Diversified  Services 
building  is  only  one  of  several  whopping-big  projects 
Alcan  is  working  on. 


When  it  comes  to  ideas,  Alcan  likes  oldies  if  they're  goodies. 
But  find  out  what  else  Alcan  is  up  to.  In  the  United 
States,  in  Canada,  and  in  more  than  100  other  countries. 
Write  for  our  booklet, "Introducing  Alcan'.' 
Address:  Alcan  Aluminum  Corporation, 
100  Erieview  Plaza,  Cleveland,  Ohio  44114. 


Alcan.  The  alumintmi  company. 


AMF  makes  it  fun 
to  be  left  out  in  tlie  cold. 


The  wonderful  winter  wonder- 
land is  one  corner  of  AMF's  active 
leisure  business. 

There's  one  thing  that  snow 
skis  and  snowmobiles  and  snow- 
blowers  and  snow  clothes  all  have 
in  common— they're  all  snow- 
balling in  growth. 

And  we've  got  five  divisions 
riding  on  and  pushing  that  growth 


—  Harley-Davidson  with  snow- 
mobiles, Head  skis  and  ski 
clothing,  Tyrolia  with  ski  bindings, 
Koflach  with  ski  boots  and 
Western  Tool  with.a  line  of  snow- 
blowers  that  make  fun  out  of  work. 
But  just  as  cold  weather  gear  is 
just  one  piece  of  our  leisure  busi- 
ness, the  leisure  business  is  just 
one  part  of  our  total  business. 


We  mix-and-match  it  with  indus- 
trial products  to  give  us  the  per- 
fect balance  every  company  needs 
to  get  ahead. 

This  balance  has  helped  AMF 
grow  again  in  profitable  revenues 
to  $740  million  in  1971. 

AMF  Incorporated, 
White  Plains,  New  York  1 0604. 


AMF  mixes  business  with  pleasure.   Profitably. 


Forbes 


Farewell  to  Adam  Smith 

If  the  giant  U.S.-Soviet  natural  gas  deal  goes  through,  both 
countries  will  be  out  of  pocket  in  a  strict  bookkeeping 
sense.  There's  a  payoff  for  both  sides,  but  not  in  money. 


A  GOOD  MANY  U.S.  busincssmen  think 
their  Government  should  mix  more 
trade  considerations  into  its  foreign 
policy,  A  few  weeks  ago  Fred  Borch, 
General  Electric's  retiring  chairman, 
complained:  ".  .  .  other  industrialized 
nations  have  long  since  put  trade  and 
offshore  investment  in  the  very  center 
of  their  policies  as  we  have  not." 

Realize  it  or  not,  these  businessmen 
are  getting  at  least  part  of  what  they 
want  in  the  giant  U.S.-Soviet  natural 
gas  deal.  The  deal  simply  does  not 
make  sense  in  conventional  bookkeep- 
ing terms,  but  it  may  make  sense  in 
many  other  terms,  in  terms  of  the 
U.S.  balance  of  payments  and  jobs. 
It  is,  bluntly,  a  barter  deal. 

For  the  record,  everyone  says  no 
firm  terms  have  been  settled.  But 
Forbes  has  gotten  hold  of  the  num- 
bers, and  they  are  strange  numbers. 
The  U.S.  will  buy  Soviet  natural  gas 
delivered  at  Murmansk  for  60  cents 
per  thousand  cubic  feet;  we  will 
spend  another  65  cents  to  deliver  it  to 
the  U.S.  East  Coast,  or  $1.25  total 
vs.  a  45-cent  delivered  price  for  most 
U.S. -produced  natural  gas. 

Strangely  enough,  the  Russians  will 
lose  money  on  every  foot  of  gas  they 
sell.  The  60  cents  will  cover,  without 
allowance  for  interest,  the  Soviet  Un- 
ion's own  investment  in  gas  wells  and 
gas-gathering  facilities.  Russian  labor 
apparently  is  not  included  either. 

Why  should  the  Soviets  be  willing 
to  subsidize  us?  And  we  them? 

First,  the  apparent  benefits  for  the 
U.S.:  Every  ..penny  of  the  gas  money 
will  stay  in^-  the  U.S.  For  12  years, 
roughly  75%  of  it  will  go  to  pay  off 
principal  and  interest  on  U.S.  equip- 
ment to  compress,  liquefy  and  load 
the  gas.  The  remaining  25%  can  be 
used  only  to  buy  other  U.S.  capital 
goods.  When  the  equipment  obliga- 
tion is  repaid,  the  whole  bundle- 
some  $450  million  a  year— will  be  a 
Soviet  credit  for  buying  U.S.  goods. 
In  all,  the  Russians  will  spend  $7  bil- 
lion in  the  U.S.  over  25  years.  The 
U.S.  will  gain  energy  and  jobs. 

What  will  Russia  gain?  It  will  gain 
sorely  needed  industrial  development 


and  cash  for  buying  more  machinery. 
Politically  speaking,  the  two  pow- 
erful nations  will  begin  to  be  bound 
together  by  chains  of  trade.  The  Rus- 
sians presumably  vdll  be  less  likely  to 
make  political  mischief  for  the  U.S.  in 
the  Middle  East  and  elsewhere. 

CredibiUty  Gap 

Because  of  the  peculiar  economics, 
the  Nixon  Administration  is  both  proud 
and  nervous  about  the  deal.  Secre- 
tary of  Commerce  Peter  G.  Peterson 
waxed  rhapsodic  in  one  recent 
speech:  "Brezhnev  said  to  me,  'We 
have  vast  natural  resources'  and  the 
Soviet  Union  decided  to  make  these 
available  to  the  United  States. . .  . 
One  project  alone  would  involve  $4 
billion  to  $5  billion."  But  in  a  later 
speech,  Peterson  said  reports  of  the 
deal,  leaked  to  newspapers  from  an 
Administration  source  and  confirmed 
by  the  companies  involved,  were  "ex- 
aggerated and  premature." 

Involving  as  it  does  a  fundamental 


move  away  from  free  trade  toward 
mercantilism,  the  U.S.-Soviet  gas  deal 
is  not  going  to  have  easy  sledding. 
There  will  be  long,  hard  Congressional 
hearings.  Senators  and  Congressmen, 
some  from  coal-bearing  states  like 
West  Virginia,  will  want  to  know  why 
such  huge  investments  are  not  thrown 
into  coal-conversion  programs.  Oth- 
ers will  surely  question  the  wisdom 
of  tying  the  U.S.  to  energy  supplies 
from  Russia,  of  all  places.  Still  others 
in  Congress  will  question  the  diver- 
sion of  financing  and  future  oppor- 
tunities to  tight,  bilateral  trade  deals 
such  as  those  involving  LNG. 

That  the  U.S.  needs  gas  is  beyond 
question.  The  Federal  Power  Com- 
mission's projections  estimate  a  de- 
mand for  natural  gas  in  the  U.S.  of 
34.5  trillion  cubic  feet  in  the  year 
1980.  To  meet  such  demand,  if  present 
rates  of  new  gas  discoveries  continued, 
the  U.S.  would  have  to  eat  into  its 
reserves  for  as  much  as  7  trillion  cubic 
feet  during  the  1970s.  At  that  rate. 


How  the  Deal  Works-. 


•  Liquefied  natural  gas  is  sim- 
ply gas  turned  to  liquid  by  freezing 
at  — 259°.  The  freezing  reduces  the 
volume  of  the  gas  600  times,  per- 
mitting transportation  and  storage. 

•  The  Soviet  Union  will  .spend 
$1.5  billion  for  drilling  and  on  gas- 
gathering  and  cleaning  equipment. 
Its  own  money. 

•  A  U.S.  consortium  of  Tenneco, 
Texas  Eastem  Transmission  Corp. 
and  Halliburton's  Brown  &  Root  sub- 
sidiary will  sign  the  deal.  They  will 
pick  up  the  gas  at  Murmansk  in 
their  own  tankers.  They  will  deliver 
it  to  an  as  yet  undecided  port  on 
the  East  Coast,  where  it  will  be 
put  into  their  pipelines  for  sale  to 


eastern  and  southern  utilities. 

•  The  U.S.  group  will  build  a 
1,500-mile  pipeline,  compressors,  a 
gas  liquefaction  plant  and  loading 
facilities.  The  money  will  be  pro- 
vided by  a  group  headed  by  First 
National  City  Bank  and  the  Bank 
of  America,  with  the  participation 
of  the  U.S.  Export-Import  Bank. 
The  banks  will  be  paid  back  by 
the  Soviets  out  of  proceeds  from 
gas  sales  to  the  U.S. 

•  The  development  will  take  six 
years,  but  deliveries  could  begin  by 
1979.  The  contract  will  run  for  25 
years  and  will  involve  about  $900 
million  a  year,  half  for  gas,  half 
for  transportation. 
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U.S.  reserves  would  be  wiped  out  by 
the  year  2,000. 

Would  higher  gas  prices  at  home 
produce  fresh  resei"ves?  What  would 
happen  if  U.S.  natural  gas  would  be 
allowed  to  rise  in  price  to  what  the 
Soviet  gas  will  cost  landed  in  New 
York?  Nobody  really  knows,  but  nei- 
ther Congress  nor  the  public  would 
be  likely  to  sit  still  for  total  decontrol 
of  natural  gas  prices. 

But  will  the  public  sit  still  for  hav- 
ing to  pay  three  times  as  much  for 
liquefied  gas  as  for  conventional  gas? 
The  public  is  hardly  going  to  feel  the 
difference.  As  long  as  there  is  no  real 
decontrol  at  home,  the  utilities  can 
mix  the  expensive  foreign  gas  with 
cheap  U.S.  gas.  And  the  way  they 
figure  it,  the  capital  costs  of  their 
systems  outweigh  the  cost  of  the  gas 
they  put  into  it  by  2-to-l,  so  the  pub- 
lic will  not  suffer  a  threefold  increase 
in  price.  Overall,  therefore,  natural 
gas  will  remain  a  cheap  and  desirable 
fuel,  even  though  total  liquefied  natu- 
ral gas  could  comprise  20%  of  the  U.S. 
total  supply.  (The  Soviet  gas  will  only 
account  for  some  3%  of  the  total. ) 

Meanwhile,  the  benefits  to  other 
parts  of  U.S.  industry  could  be  enor- 
mous. Liquefaction  and  transporta- 
tion across  vast  oceans  will  consume 
almost   endless   amounts   of  capital— 


Texas  Eastern  Transmission,  Ten- 
neco  and  Halliburton's  Brown  & 
Root  are  direct  participants  in  the 
Russian  LNG  deal.  But  U.S.  mak- 
ers of  everything  from  gas  compres- 
sors to  pumps  to  steam  turbines 
could  benefit  from  subcontracts  on 
the  $2.7  billion  of  orders  for  U.S.- 
made  equipment. 

Meanwhile,  U.S.  companies  al- 
ready have  LNG  experience  from 
foreign  projects.  Bechtel  has  con- 
sulted on  LNG  plants  since  1959, 
is  now  part  of  one  consortium  ne- 
gotiating with  the  Russians  for  East 
Siberian   gas;   Chemical  Construc- 


which  means  a  boom  for  U.S.  capital 
goods  industries. 

Then  there  is  the  sick— some  say 
dying— U.S.  shipbuilding  industry. 
Richard  Nixon  has  often  pledged  to 
restore  this  industry.  LNG  tankers 
might  be  the  answer.  They  are  im- 
mensely expensive,  extremely  com- 
plicated and  highly  automated.  It  is 
quite  possible  that  the  U.S.  could  pro- 
duce the  ships  at  a  fairly  competitive 
price.  General  Dynamics,  for  example, 
has  proposed  to  build  LNG  tankers 
for  only  20%  above  the  French  price, 
provided  it  gets  six  orders.  That's  al- 
most a  bargain,  when  the  Maritime 
Administration  is  paying  subsidies  of 
as  much  as  43%  to  keep  other  kinds  of 
business  in  the  U.S.  yards. 

The  shipbuilding  volume  could  be 
tremendous.  The  first  proposed  Rus- 
sian deal  will  require  20  LNG  tank- 
ers, close  to  $2  billion  worth.  Today 
about  40  LNG  tankers  are  on  order 
around  the  world,  including  six  in  U.S. 
yards  for  Algerian  gas.  Other  U.S. 
deals  are  in  the  works  for  LNG  from 
Australia,  Indonesia  and  Iran. 

But,  people  will  ask,  depending  on 
the  Soviet  Union  for  gas?  Isn't  that 
a  terrible  risk?  The  fact  is,  with  its 
own  supplies  of  energy  giving  out, 
the  U.S.  faces  the  prospect  of  de- 
pendence upon  unstable  and  possibly 

— The  Beneficiaries 


tion  Co.,  a  division  of  troubled 
Boise  Cascade,  is  building  the 
LNG  plant  in  Algeria  for  El  Paso's 
deal;  the  world  leader  in  building 
the  container  vessels  that  comprise 
20%  of  the  cost  of  an  LNG  tanker 
is  Chicago  Bridge  &  Iron. 

But  where  hopes  run  highest  is 
in  shipbuilding.  Tenneco's  New- 
port News  shipbuilding  subsidiary 
is  investing  $100  million  in  a  new 
yard  capable  of  turning  out  the 
highly  specialized  tankers  needed 
to  transport  the  gas.  General  Dy- 
namics has  lost  a  bundle  on  the 
Quincy,    Mass.    shipyard    that    its 


hostile  Arab  nations  only  a  few  years 
from  now.  The  Soviet  Union,  more 
than  Arab  nations,  wants  and  needs 
Western  investment  to  develop  its 
economy.  If  Arab  nations  cut  off  sup- 
plies, they  lose  money  they  are  not  us- 
ing in  the  first  place;  if  the  Soviet 
Union  cuts  anybody  off,  it  loses  all 
hope  of  investment  and  credits  from 
the  West.  Ironically,  there  is  possibly 
greater  safety  in  the  old  adversary. 

Finally,  acquiring  vast  new  sources 
of  natural  gas  from  abroad  would  save 
the  U.S.  from  having  to  wring  the  last 
reserves  of  gas  from  its  own  increas- 
ingly reluctant  soil,  saving  at  least 
some  for  future  needs.  And  it  would 
buy  time  for  the  development  of  fu- 
ture things  like  coal  gasification  and 
oil  from  shale  and  tar  sands. 

But  the  biggest  thing  about  the 
U.S. -Soviet  natural  gas  deal  is  the 
way  in  which  it  blends  geopolitics 
and  economics.  It  may  well  be  the 
wave  of  the  future.  (In  a  way,  it 
isn't  very  different  from  the  U.S.  tell- 
ing the  Japanese  to  buy  more  goods 
from  us  or  face  restrictions  on  their 
own  exports  here.)  Free  trade,  an 
ancient  ideal,  may  no  longer  fit  the 
realities  of  the  modem  world.  Richard 
Nixon,  who  has  already  declared  him- 
self a  Keynesian,  may  now  be  saying 
a  final  goodbye  to  Adam  Smith.  ■ 


former  management  bought.  But 
current  Chairman  David  Lewis 
hopes  to  make  it  back,  with  inter- 
est, through  a  spate  of  orders  for 
LNG  tankers,  like  the  one  in  the 
artist's  conception  below. 

There's  a  catch:  The  hopes  of 
shipbuilding,  and  a  lot  of  the  sup- 
plier industries,  could  be  frustrated 
if  labor  costs  and  featherbedding 
—both  terrible  problems  for  U.S. 
shipyards— lose  most  of  the  world 
market  for  LNG  tankers  to  foreign 
yards.  The  Russian  deals,  after  all, 
are  the  only  ones  in  which  U.S. 
yards  are  guaranteed  business. 


Kennecott  Declares  War 

With  legal  salvos  and  international  swashbuckling,  Kennecott  is  seeking 
compensation  for  its  confiscated  copper.  But  the  attack  may  backfire. 


It's  not  old-fashioned  gunboat  di- 
plomacy, but  it  could  pass  for  a  1970s 
version.  Kennecott  Copper  Corp.'s 
General  Counsel  Pierce  McCreary  is 
no  General  Smedley  Butler,  but  here 
he  is  shadowing  ships,  jetting  to  Stock- 
holm, sending  landing  parties  to  Paris 
and  Rotterdam.  Wherever  McCreary, 
a  University  of  Virginia  law  gradu- 
ate—once a  lawyer  for  Macy's— goes, 
trouble  for  the  Marxist  government 
of  Chile  follows.  As  soon  as  a  ship- 
load of  copper  arrives  from  the  former 
Kennecott  mine  in  Chile,  a  Kenne- 
cott lawyer  is  waiting  for  it  with 
injunctions  and  lawsuits. 

"When  a  thief  has  stolen  property, 
you've  got  to  go  after  him  with  the 
law,"  says  a  Kennecott  spokesman. 

Is  this  cops-and-robbers  approach 
the  right  way  to  protect  stockholders' 
interests  and  to  discourage  expropria- 
tion of  U.S.  property  abroad?  Not 
everyone  thinks  so.  For  example,  Mc- 
Creaiy  and  Kennecott  President  Frank 
Milliken  are  getting  little  help  from 
other  victims  of  Chilean  socialism. 
Anaconda  Co.  President  John  Place 
says  he  can  think  of  other  ways  to 
protect  his  stockholders.  Anaconda  is 
still  trying  to  get  a  favorable  ruling 
from  Chile's  copper  tribunal.  And  it 
plans  to  use  a  U.S.  tax  ruling,  enabling 
it  to  carry  forward  its  Chilean  losses 
for  ten  years  {see  p.  40).  Cerro 
President  C.  Gordon  Murphy  says  he 
is  still  negotiating. 

Kennecott's  stubbornness  is  not 
without  its  supporters.  Some  inter- 
national lawyers  hope  that  its  action 
may  help  clarify  the  rights  of  foreign 
businessmen  whose  properties  are  con- 
fiscated or  whose  rights  are  abrogated 
by  sovereign  states.  A  group  of  oil 
companies,  including  Mobil  and  Jersey 
Standard,  have  threatened  similar  ac- 
tion against  Iraq  for  its  June  1  seizure 
of  oil  fields  in  that  country;  but  so  far 
the  companies  have  preferred  to  talk 
rather  than  fight. 

Chile's  .  Ambassador  to  the  U.S., 
Orlando  Letelier,  insists  that  Kenne- 
cott has  no  case:  "We  feel  the  ore  in 
the  ground  has  always  been  Chile's. 
They  had  only  a  concession.  In  going 
into  outside  courts,  Kennecott  is  vio- 
lating principles  of  international  law 
and  many  decisions  of  the  United  Na- 
tions." Already,  the  lawsuits  have 
stirred  up  anti-U.S.  sentiment.  In  Eu- 
rope, left-wing  longshoremen  have 
threatened  to  retaliate  against  Kenne- 
cott by  refusing  to  unload  its  copper 
exports.  The  Swedish  government  has 
talked  of  action  to  support  Chile. 


And  Kennecott  has  even  been  ac- 
cused of  attempting  to  force  up  the 
world  price  of  copper  by  keeping 
some  Chilean  supplies  off  the  market. 

Specifically,  the  situation  is  this: 
Before  Chile  expropriated  El  Teniente, 
Kennecott  had  shipped  production  of 
the  mine,  the  world's  largest  under- 
ground copper  mine,  with  planned  ca- 
pacity of  over  200,000  tons  a  year,  to 
customers  in  Germany,  France,  Hol- 
land, Italy  and  other  European  coun- 
tries. Now  it's  trying  to  attach  pay- 
ments for  shipments  to  those  same 
customers.  The  Chilean  Copper  Corp. 
was  talking  contracts  for  next  year 
just  at  the  time  Kennecott  struck. 

A  Bigger  Came? 

Of  course,  Kennecott's  legal  harass- 
ment could  be  simply  part  of  a  bigger 
drive  to  bring  down  President  Allen- 
de's  avowedly  Marxist  government. 

"The  suits  are  bringing  Chile  to  her 
knees,"  says  an  international  lawyer 
who  has  consulted  on  Kennecott's 
strategy  but  wishes  to  remain  anon- 
ymous.  "I  predict  a  real  purge." 

Certainly  Kennecott's  timing  has 
been  right  for  this  purpose.  Kennecott 
fired  its  first  shot  Sept.  30  with  a  court 
suit  in  Paris  to  attach  payments  for 
El  Teniente  copper  arriving  in  Le 
Havre  by  West  German  freighter.  As 
the  legal  battle  spread  to  Holland, 
truck  owners  in  Santiago  went  on 
strike.  Disturbances  spread  through 
Chile.  After  26  crisis-filled  days  Allen- 
de  formed  a  new  cabinet  dominated 
by  General  Carlos  Prats,  army  com- 
mander-in-chief, as  interior  minister. 

During  the  crisis,  the  black  market 
for  dollars  in  Santiago  fell  from  300 
escudos  per  dollar  to  180,  indicating 
that  a  great  number  of  dollars  were 
pumped  into  the  economy.  The  Chile- 
ans claim  the  dollars  went  to  support 
the  strikers.  Allende's  supporters  ac- 
cuse the  Central  Intelligence  Agency. 

"I  can't  say  there  was  a  literal  re- 
lationship," says  Ambassador  Letelier. 
"But  there  was  clear  timing  together. 
Kennecott  seeks  revenge.  And  they 
knew  what  a  foreign  earnings  prob- 
lem we  face,  knew  what  a  further 
limitation  on  eainings  could  do." 

"Kennecott  went  ahead  without  con- 
sulting us,"  says  a  State  Department 
spokesman.  Was  there  no  consultation 
at  all  on  Kennecott's  problems?  "Sure, 
we're  in  touch  from  time  to  time. 
They  know  our  position."  Which  is? 
"We're  interested  in  solutions  to  prob- 
lems. And  you  don't  get  solutions  by 
sitting  on  your  hands." 


Uneasy  Truce.  Chile's  AHende 
used  troops  to  keep  the  peace 
last  month.  But  will  peace 
stick   without  copper  income? 


Meanwhile,  however,  the  lawsuits 
could  complicate  matters  for  Kenne- 
cott in  Congress.  Kennecott  is  still 
negotiating  with  the  Overseas  Private 
Investment  Corp.  and  the  Export-Im- 
port Bank  over  the  El  Teniente  case. 
Kennecott  seeks  $84.6  million  from 
OPIC  in  insurance  on  loans  it  made 
to  Chile  to  finance  expansion  of  the 
mine.  But  OPIC  is  dragging  its  heels. 
The  agency  faces  a  staggering  several 
hundred  million  dollars  in  Chilean  ex- 
propriation claims.  Its  reserves  are 
$114  million,  and  new  funds  would 
have  to  come  from  Congress. 

While  Allende  has  few,  if  any, 
friends  in  the  U.S.  Congress,  there  is 
a  strong  tide  running,  especially  in  the 
Senate,  against  multinational  compa- 
nies. Senator  Frank  Church  (Dem., 
Idaho)  says  his  Senate  Foreign  Rela- 
tions subcommittee  on  multinational 
corporations  has  aheady  begun  to  look 
into  Kennecott's  Chilean  relations. 

Whatever  happens,  everyone  is 
agreed  that  Kennecott  will  never  again 
be  able  to  set  foot  in  Chile.  Adoption 
of  a  constitutional  amendment  in  1971 
to  take  over  the  copper  companies 
received  unanimous  support  of  all  po- 
litical parties  in  the  country.  And  the 
conservative  National  Party  has  sup- 
ported Allende  in  the  Kennecott  affair 
by  offering  legal  help. 

Is  Kennecott  really  looking  after  its 
stockholders'  interests,  or  just  indulg- 
ing in  an  expensive  vendetta?  ■ 
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Marks  &  Sparks  .  - . 

, .  .  is  what  Britons  affectionately  call  Marks  &  Spen- 
cer, easily  one  of  the  greatest  retailers  in  the  world. 


Britain  may  still  be  largely  class-rid- 
den, but  in  one  respect  it  has  become 
highly  democratic.  Strip  an  English 
duchess  and  her  maid  down  to  their 
underwear,  and  the  chances  are  they'll 
be  wearing  the  same  bras  and  panties, 
courtesy  of  Michael  Marks,  a  Russian 
immigrant  peddler  from  Bialystok 
who  founded  the  Marks  &  Spencer 
chain  of  variety  stores  with  a  canvas- 
covered  penny  bazaar  in  1884. 

At  "Marks  &  Sparks"  (the  compa- 
ny had  to  register  its  nickname  lest 
someone  else  swipe  it)  barmaids  and 
debutantes  jostle  each  other  in  the 
crowded  aisles.  Members  of  Britain's 
royal  family  are  known  to  bring  the 
kids  in  for  winter  woolens;  when  in 
London,  Princess  Grace  of  Monaco 
drops  in  to  buy  her  nylons. 

M&S  is  also  a  must  for  some  12 
million  ordinary  Britons  who  every 
week  pour  into  M&S's  250  stores  dot- 
ted along  Britain's  High  Streets.  It  is 
their  patronage  that  lifted  sales  over 
2/2  times— without  acquisitions— in  the 
last  decade  to  $1.1  billion,  making  it 
Britain's  largest  retail  chain.  It  is  also 
one  of  the  world's  most  profitable  re- 
tailers, with  profit  growth  outpacing 
sales  growth.  Compared  with  M&S's 
7.4%  margin  on  sales,  Sears,  Roebuck's 
5.5%  looks  downright  dowdy,  not  to 
mention  Kresge's  3%,  J.C.  Penney's 
2.8%  or  Woolworth's  2.5%. 

Though  M&S  is  among  the  top 
half-dozen  U.K.  companies  in  market 
value  ($2.2  billion  at  recent  prices), 
it  is  run  very  much  in  the  mold  of 
its  founders  and  indeed  by  their  de- 
scendants. Down  to  the  smallest  de- 
tail, the  M&S  style  was  set  by  the  late 
Lord  Simon  Marks    (son  of  Michael 


Marks)  and  Lord  Israel  SiefiF.  The  twin 
family  dynasty  still  controls  the  com- 
pany: Six  of  the  19  board  members 
are  of  the  family,  including  the  chair- 
man, deputy  chairman  and  the  two 
managing  directors.  Only  in  the  last 
five  years  have  ordinary  shareholders 
even  been  allowed  a  vote. 

M&S  owes  its  success  to  the  near- 
messianic  conviction  of  Marks  and 
Sieff  that  a  duke  and  a  dustman 
could  be  outfitted  at  least  to  look 
alike  on  their  Sunday  stroll.  They  set 
out  to  give  quality  of  a  kind  the 
British  public  had  not  been  used  to— 
and  ended  up  selling  to  the  dukes  as 
well.  Things  didn't  have  to  be  the 
cheapest,  but  they  had  to  be  good. 
On  principle,  they  refused  to  carry 


goods  they  could  not  improve.  The 
story  goes  that  Simon  Marks  dropped 
children's  books  from  his  line  after  he 
picked  up  a  copy  of  Robin  Hood 
and  decided  that,  as  the  story  had  al- 
ready been  written,  M&S  could  do 
'  nothing  for  it. 

But  Marks  was  also  a  hard-nosed 
realist.  No  lines  get  a  free  ride  at 
M&S.  Every  item  it  carries  has  to  pay 
its  way.  Its  entire  inventory  is  2,500 
items,  vs.  twice  to  ten  times  that  num- 
ber for  comparable  U.K.  stores.  Noth- 
ing is  allowed  to  stand  in  the  way  of 
a  high  (16.3  times)  turnover.  The 
fat,  the  thin,  the  long-necked  must  go 
elsewhere.  Its  stores  are  uniform  and 
functional  to  the  brink  of  austerity. 
No    trading    stamps,    no    promotions. 


Marks  &  Spencer's  Oxford  Sfreef,  London,  store  is  on  the  tourist  beat 
for  foreigners.  Many  already  know  M&S  through  the  $20  million  worth  of 
"St.  Michael"  brand  goods  exported  yearly  for  sale  by  overseas  retailers. 


Wrong  Number? 

Bill  Buzick  has  those  low  P/E  blues. 


You  can't  keep  a  good  company 
down.  Not  for  long,  anyhow.  Seven 
years  ago  the  Federal  Trade  Commis- 
sion put  an  end  to  Consolidated  Foods 
Corp.'s  growth  by  acquisition.  In  a 
consent  decree  Consolidated  agreed 
to  acquire  no  more  retail  grocery  or 
dairy  product  stores  and  to  divest  it- 
self of  supermarkets  and  drugstores. 

Did  Consolidated  stop  expanding? 
Not  at  all.  It  simply  expanded  in  a 
different  direction.  It  acquired:  Elec- 
trolux  in  vacuum  cleaners;  Fuller 
Brush   in    door-to-door   selling;   Gant 


Shirtmakers;  a  handful  of  furniture 
firms  and  a  group  of  restaurants, 
Lyons  in  California  and  Manners  in 
Ohio.  More  recently  it  went  into  per- 
sonal-care products  by  buying  Erdal 
Concern,  maker  of  toothbrushes,  cos- 
metics and  auto  polish. 

Founder  Nathan  Cummings,  who  is 
no  longer  managing  company  affairs 
but  remains  a  director  and  owner  of 
4%  of  the  shares,  can  well  be  proud  of 
the  results.  Nonfood  products  now  ac- 
count for  over  37%  of  a  sales  volume 
expected  to  total  some  $2  billion  in 


the  fiscal  year  that  ends  next  June  30. 
The  profit  gains  are  more  dramatic, 
with  nearly  59%  of  total  corporate 
profits  coming  from  nonfood  products 
and  services. 

Of  Consolidated's  remaining  core 
food  products  businesses,  the  two  most 
profitable  and  among  the  fastest-grow- 
ing are  Sara  Lee  frozen  baked  goods 
($120  million)  and  Shasta  Beverages 
($130  million).  But  last  year  there 
were  problems  in  several  food  opera- 
tions. Sara  Lee's  earnings  were  down 
for  the  first  time  in  many  years.  This 
was  brought  on  by  a  combination  of 
a  strike  and  an  inability  to  get  price 
increases  through  the  Price  Board  un- 
til late  in  the  fiscal  year.  It  was  the 
nonfood   items    that   saved    the   day. 
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scarcely  any  window  display  worth 
the  name.  Try-on  rooms  are  so  few 
that  some  customers  regularly  buy  ex- 
tra garments,  try  them  on  at  home 
and  return  the  ones  that  they  do  not 
want  (and  no  questions  asked) . 

Its  greatest  strength,  however,  is 
M&S's  supplier  network.  It  owns  none 
of  them,  but  it  controls  the  very  air 
they  breathe.  Everything  sold  in  a 
Marks  &  Spencer  store  carries  its  own 
St.  Michael  label;  and  M&S  specifies 
quality  and  design  down  to  the  last 
detail.  It  tells  clothing  suppliers  what 
thread  to  use,  what  hems  to  leave. 
It  tells  food  growers  the  proper  length 
for  an  M&S  carrot,  the  permissible 
circumference  of  an  M&S  apple.  The 
result  is  an  unparalleled  degree  of 
quahty  control. 

Life  is  not  easy  for  suppliers  who 
live  on  M&S  contracts,  but  it  can  be 
highly  profitable.  If  a  supplier  cannot 


make  adequate  margins,  then  likely 
as  not  M&S  will  send  its  teams  into 
his  factory,  take  it  apart,  even  re- 
design his  machines.  Recently,  when 
one  of  M&S's  shirt  manufacturers, 
I.W.  Dewhirst,  went  public,  its  stock 
was  instantly  oversubscribed  by  near- 
ly six  times. 

At  the  same  time,  M&S  treats  its 
own  staff  with  lavish  consideration. 
Among  the  best-paid  British  retail 
workers,  they  also  get  such  fringes  as 
spacious  staff  rooms,  on-tap  hairdress- 
ers and  chiropodists,  25-cent  three- 
course  lunches  at  M&S  canteens  (re- 
tired staffers  get  free  lunches  for  life). 
In  return,  M&S  expects,  and  gets, 
loyalty.  Some  years  ago  the  company 
decided  it  had  far  too  much  paper- 
work, so  it  scrapped  conventional 
stockkeeping  records,  trusting  its  sales- 
girls to  replenish  counters  as  needed. 
Did  it  lose  its  shirt?  It  did  not.  But 


it  abolished  some  26  million  pieces 
of  paper  a  year  and  cut  the  head  of- 
fice staff  by  20%. 

The  only  trouble  with  its  upper 
management  is  that  it  is  constantly 
being  lured  or  borrowed.  When  Im- 
perial Chemical  Industries  took  over 
the  troubled  Viyella  textile  and  gar- 
ment group,  it  turned  to  M&S  for  a 
chief  executive.  And  when  Prime 
Minister  Edward  Heath  wanted  to 
put  some  efficiency  into  his  Whitehall 
government  machine,  he  promptly  co- 
opted  an  M&S  director  for  the  job. 

Does  all  this  mean  the  M&S  story 
ends  on  a  happily-ever-after  note?  Un- 
fortunately not.  As  General  Motors 
has  discovered,  the  last  and  hardest 
problem  to  cope  with  in  business  is 
total  success.  In  M&S's  high-margin 
strongholds  such  as  underwear,  knit- 
ted goods,  socks  and  shirts,  it  has 
about  as  much  of  the  market  as  there 
is  to  be  had.  Its  food  sales  have  ex- 
panded to  nearly  30%  of  the  total.  If 
it  goes  further  into  food,  it  will  have 
to  face  razor-sharp  supermarket  com- 
petition. "They're  the  most  efficient 
organization  in  this  country,"  says  one 
British  analyst,  "but  there's  nowhere 
they  can  successfully  expand." 

This  dilemma  was  probably  behind 
last  year's  sag,  for  the  first  time,  in 
M&S  pretax  margins  below  the  12% 
level;  and  even  though  they  bounced 
back  in  the  first  half  of  1972,  helped 
by  a  retail  boom  that  benefited  all 
retailers,  investors  took  note  of  the 
fact.  The  share  price  has  not  fully  re- 
covered yet. 

A  more  glaring  omission  in  M&S's 
strategy  is  its  failure  to  anticipate 
the  shoppers'  move  to  the  suburbs. 
As  of  now,  Marks  &  Spencer's  for- 
tunes are  tied  up  with  Britain's  in- 
creasingly traffic-clogged  and  incon- 
venient High  Streets.  If  shoppers  begin 
to  vanish  from  those  High  Streets, 
can  M&S's  profits  be  far  behind?  ■ 


and,  overall,  ConsoUdated  showed  a 
9%  gain  in  earnings  (to  $2.43  a  share). 

William  A.  Buzick  Jr.,  52,  has  run 
Consolidated  for  four  years.  Says  he: 
"If  we  were  to  name  the  corporation 
today,  we  wouldn't  name  it  Consoli- 
dated Foods,  since  it  no  longer  fits. 
As  Voltaire  said  when  he  spoke  of 
the  Holy  Roman  Empire,  it  was  neith- 
er holy  nor  Roman  nor  an  empire." 

Buzick  is  a  lawyer  who  came  to 
Consolidated  in  a  1960  merger.  He 
has  a  problem.  He  is  unhappy  about 
the  company's  current  price/ earnings 
ratio,  16.  Buzick  and  his  management 
team  are  making  frequent  appearances 
before  analyst  groups  and  sending 
out  scads  of  corporate-identity  pro- 
gram material.   What  bothers  him  is 


that  companies  like  Maytag,  Whirl- 
pool and  American  Home  Products  all 
sell  at  considerably  higher  multiples. 
Yet  their  growth  rates  over  the  past 
five  years  haven't  been  substantially 
better  than  Consolidated's. 

Now  Buzick  has  predicted  a  10%- 
12%  rate  of  growth  in  earnings  per 
share  over  the  next  five  years,  vs. 
about  9%  since  1966.  Why  does  he 
think  they  can  do  better  in  the  next 
five  years?  Says  he,  "We  made  many 
acquisitions  since  1965.  Some  didn't 
pan  out,  others  ran  into  management 
problems,  others  we  bought,  Uke  Ful- 
ler Brush,  where  we  knew  they  had 
problems  and  earnings  were  in  a 
downtrend.  I  think  we  know  which 
ones  can  grow,  which  ones  can't.  The 


sorting-out  period  is  over." 

This  year  Buzick  is  pouring  $75 
million  into  expansion,  up  sharply  from 
1969's  then-record  $37  million,  and  up 
close  to  15%  over  last  year.  Now  he 
is  putting  some  of  his  biggest  spend- 
ing chips  into  some  of  his  most  profit- 
able operations,  like  Electrolux,  whose 
sales  he  hopes  will  rise  from  $190  mil- 
lion to  $300  million  by  1977,  and  into 
operations  like  his  furniture  business. 
Booth  Fisheries  and  Canadian  Lady. 
All  have  not  saturated  their  markets. 

Why  not  simply  change  the  name, 
if  Wall  Street  finds  the  word  "food" 
so  unsexy?  Buzick  is  of  two  minds: 
"Our  name  still  has  lots  of  currency," 
he  says.  But  then  he  looks  at  the  stock 
market  page  and  he  wonders.  ■ 
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The  Re-Honing  of  Gillette 

Gillette  sacrificed  profitability  to  growth  in  recent  years. 
Generally  speaking,  this  is  dangerous.  In  Gillette's  case 
it  turned  out  to  be   the  sharpest  decision  possible. 


"Tms  IS  A  NEW  COMPANY,"  says  Vin- 
cent C.  Ziegler,  62,  who  heads  Bos- 
ton's Gillette  Co.  Ziegler,  a  college 
dropout  who  joined  Gillette  in  1946, 
explains:  "We're  no  longer  just  the 
razor  blade  people.  As  long  ago  as 
1960  we  decided  we  would  have  to 
broaden  the  company's  base,  and  we 
have  done  it." 

For  all  its  success  as  a  mass  mer- 
chandiser, there  is  a  strong  touch  of 
corporate  pomposity  at  Gillette,  and 
Ziegler 's  words  gloss  over  a  good  deal 
of  turmoil.  In  the  early  Sixties  Gillette 
was  complacent  and  immensely  prof- 
itable. Returning  an  astounding  40% 
on  stockholders'  equity  and  netting 
16  cents  on  the  sales  dollar,  it  was 
the  most  profitable  major  company  in 
the  U.S.  It  had  diversified— mainly  by 
buying  Toni  and  Paper  Mate— but 
cautiously.  Suddenly  Gillette  was 
rocked  back  on  its  heels  by  Britain's 
Wilkinson  and  its  stainless-steel  blade. 
Gillette's  profits  went  into  a  dive. 

The  result  was  a  large  amount  of 
quiet  bloodletting.  Within  two  years 
of  the  Wilkinson  coup,  Gillette's  presi- 
dent was  out,  and  the  following  year 
so  was  the  chairman.  Both  left  before 
normal  retirement  age  and  both  short- 
ly thereafter  disappeared  even  from 
the  board  of  directors  (the  president 
"due  to  the  pressure  of  travel  and 
other  business  activities") . 

There  followed  jockeying  for  power 
between  Ziegler,  who  became  chair- 
man and  chief  executive,  and  Stuart 
Hensley,  who  became  president.  In 
1967  Hensley  departed  to  become 
president  of  Warner-Lambert,  ex- 
plaining that  it  wasn't  the  money  that 
led  him  to  switch  jobs  but  "the  op- 
portunity." In  all  this,  the  staid  Boston 
Brahmin  company  was  rocked  to  its 
foundations  by  a  man  who  is  neither 
Bostonian  nor  Brahmin.* 

Still,  Ziegler  is  right  in  saying  that 
Gillette  is  quite  a  different  company 
than  it  was  before  the  shakeup.  Back 
in  those  days  it  had  barely  wet  its 
feet  in  toiletries,  and  its  two  major 
acquisitions,  Toni  and  Paper  Mate, 
provided  only  28%  of  sales  and  signifi- 
cantly less  of  earnings.  Since  then 
Gillette  has  tripled  sales  to  an  antici- 
pS'icd  $820  million  this  year,  with 
most  of  the  gain  coming  from  outside 

'Ziegler  was  born  in  Detroit  and  dropped  out  of  the 
City  of  Detroit  College  after  two  years  to  become,  in 
1929,  assistant  to  the  director  of  sales  at  Chrysler 
Corp.  In  1935  he  joined  hiiram  Walker  &  Sons  to  set 
up  a  marketing  division. 


Ziegler  of  GiUeUe 

the  razor  and  blade  area.  The  remain- 
ing lines  now  account  for  almost 
65%  of  sales,  though  still  less  than  50% 
of  earnings.  The  trouble  is  this:  On 
$276  million  sales  in  1962,  Gillette 
netted  $45  million.  This  year  it  stands 
to  make  about  $75  million.  Clearly, 
the  new  business  was  not  nearly  as 
profitable  dollar  for  dollar  as  the  old. 

Was  it,  then,  a  mistake  for  Gillette 
to  expand  as  it  did?  Would  it  have 
been  better  off  staying  at  home?  Was 
the  mid-Sixties  shakeup  a  mistake? 

A  good  question.  Naturally  man- 
agement defends  its  record— even 
though  it  concedes  there  were  some 
bumpy  years.  Ziegler  maintains  that 
the  decline  in  profitaljility  was  the 
price  he  had  to  pay  for  substantial 
growth.  A  small  price,  he  insists.  Gil- 
lette is  as  sharp  as  ever. 

William  Salatich,  president  of  Gil- 
lette North  America,  points  proudly 
to  the  speed  with  which  the  company 
got  out  its  Trac  II  twin-blade  razor 
last  fall.  Salatich  says  that  Gillette 
has  developed  great  skill  in  the  new- 
products  area,  introducing  19  others 
besides  Trac  II  in  the  past  18  months 
—and  new  products  are  the  name  of 
the  game  in  branded  goods. 


"These  20  new  products  will  pro- 
duce 20%  of  Gillette's  North  American 
sales  and  earnings  this  year,"  Salatich 
says.  They  are,  in  part,  the  fruit  of  a 
stepped-up  research  and  development 
program;  R&D  expenditures  have 
more  than  doubled  since  1968  to  $22 
million  in  1971. 

Trac  II  has  become  an  immediate 
success.  The  new  razor  has  recap- 
tured the  initiative  in  the  razor  and 
blade  field  for  Gillette  from  an  ag- 
gressive Wilkinson,  which  had  grabbed 
a  healthy  6.7%  share  with  its  bonded 
razor  in  less  than  a  year. 

Now  President  Joseph  Turley  of 
Gillette's  Safety  Razor  division  claims, 
perhaps  a  bit  defensively,  that  Wilkin- 
son has  peaked  and  is  losing  its  share 
of  the  razor  market.  "We  expect  its 
blade  share  to  begin  to  decline  soon," 
he  adds,  "because  blade  shares  al- 
ways follow  razor  shares.  On  the  oth- 
er hand,  Trac  II's  share  of  the  razor 
market  is  up  around  25%,  on  average, 
and  over  40%  in  some  cities  where  we 
delivered  samples." 

Isn't  Trac  II  hurting  Gillette's  other 
brands?  "Not  as  much  as  we  expect- 
ed," says  Turley.  "Gillette's  total  share 
of  the  razor  and  blade  markets  is  in- 
creasing because  of  Trac  II." 

One  of  Gillette's  problems  has  been 
that  there  is  little  real  growth  left  in 
the  U.S.  razor  and  blade  market.  A 
company  can  only  get  growth  by  in- 
creasing its  share  of  the  market  at 
someone  else's  expense;  this  is  even 
more  difiicult  for  Gillette,  which  al- 
ready has  70%  of  the  razor  and  60% 
of  the  blade  market.  Trac  II  is  not 
only  doing  this;  it  is  also  trading  the 
razor  and  blade  user  up  to  a  higher- 
priced  model.  Once  production  is  in 
full  swing  and  start-up  costs  are  am- 
ortized, its  unit  profit  should  exceed 
that  on  all  other  razors  and  blades. 

Even  with  Trac  II,  the  growth  in 
the  razor  and  blade  end  of  Gillette's 
business  will  not  be  great,  so  the  Safe- 
ty Razor  division  has  been  pushing  into 
new  areas.  Turley  regards  the  Cricket 
disposable  lighter  as  the  division's 
most  promising  new  product  besides 
Trac  II.  Almost  9  million  disposable 
lighters  were  sold  in  the  U.S.  last 
year,  doui)le  the  figure  for  1970. 

Though    Gillette's   toiletries   opera- 
tion can  be  dated  back  to  1936,  when 
it  introduced  the  first  brushle.ss  shav- 
ing cream,  its  breakout  from  the  .sha\ 
ing  mold  did  not  come  until  its  intro- 
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duction  of  Right  Guard  in  1960.  Right 
Guard,  sold  in  both  deodorant  and 
antiperspirant  form,  quickly  became 
the  No.  One  product  in  its  field,  and 
was  the  item  around  which  Gillette 
in  1968  grouped  all  its  men's  toiletries 
—including  shaving  foams  and  men's 
hair  sprays— into  a  separate  toiletries 
division,  with  domestic  sales  of  more 
than  $110  million  in  1971. 

But  what  division  President  Ed- 
ward Schultz  prefers  to  talk  about  is 
his  new  products.  "This  division  was 
born  in  1968,  and  by  the  summer  of 
1969  we  had  a  new  product.  Soft  & 
Dri  antiperspirant,  on  the  market  na- 
tionally. We  went  without  any  test- 
marketing  because  we  knew  we  had 
a  good  product.  That  shows  the  will- 
ingness of  the  company  to  take  risks." 
Soft  &  Dri  is  now  No.  Four  in  its 
$500-million  market.  All  told,  the  di- 
vision has  launched  six  new  products, 
five  of  which  are  variations  of  existing 
items  and  one  of  which.  Foot  Guard, 
is  a  brand-new  product  aimed  at  the 
$60-million  foot-care  market. 

The  Personal  Care  division,  re- 
named last  year  and  built  around  the 
old  Toni  home  permanent  operation 
acquired  in  1948,  is  the  women's  op- 
posite number  to  the  basically  men's 
toiletries  operation.  For  the  last  five 
years  it  accounted  for  some  15%  of 
overall  sales  (about  $110  million 
last  year) ;  and  back  in  the  late  Sixties 


A 


The  Trac  II  iwin-blade  razor 
has  given  Gillette  an  edge  on 
ihe  competition,  but  Britain's 
Wilkinson  is  rumored  to  be 
working  on  something  sharper. 


it  accounted  for  an  equal  share  of 
profits.  Then  came  a  major  mistake: 
Divisional  net  slipped  badly  in  1969 
because  of  the  cost  of  introducing  tha 
Eve  of  Roma  cosmetics  line,  and  wa« 
sliced  almost  in  half  in  1970  by  the 
cost  of  dumping  it  after  it  flopped. 
The  1971  results  were  hurt  by  a  badly 
timed  move  into  the  wig  business. 

In  spite  of  these  setbacks.  Personal 
Care,  too,  has  been  hitting  the  new- 
product  trail;  it  has  nine.  Among 
them  are  three  small  electrical  ap- 
pliances, two  hand-held  dryers  and 
a  detangler,  which  are  expected  to 
produce  more  than  $20  million  sales 
this  year— "four  times  as  much  as  we 
had  estimated,"  claims  division  head 
Marcel  Dvu-ot.  "I  think  that  within 
five  years  our  appliance  business  will 
be  at  $100  million  a  year,  and  may 
eventually  be  bigger  than  our  toilet- 
ries." Meantime,  the  division  is  get- 
ting a  lift  from  its  new  Lemon  Up 
line,  its  balsam-based  hair  care  prod- 
ucts and  a  new  specialty  called  Ho- 
siery Guard  that  cleans  and  strength- 
ens women's  hosiery. 

Besides  these  new  products,  tha 
company  is  excited  about  the  pros- 
pects for  Braun,  the  premier  German 
appliance  maker,  acquired  by  Gillette 
for  $50  million  in  1967,  But  last  year, 
on  sales  of  about  $125  million,  it 
contributed  only  a  trifling  2%  of  earn- 
ings.  With   Braun  has   also  come   a 


High  Birth  Rate;  Short  Life 


Gillette  is  in  good  shape  for  a  year  or  two,  with  an  abundance  of  new  products 
in  the  newborn  stage  of  the  product  life  cycle.  But  it  will  have  to  keep  the  new 
products  coming.  Can  it  do  so?  Experience  to  date  is  highly  encouraging. 
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The  Dry  Look 
Foot  Guard 
Foamy  Face  Saver 

Right  Guard 
Soft  &  Dri 

Foamy 

I 

Heads  Up 

Personal  Care 

Lemon  Up  line 
balsam  line 
Max  line 
Purrr 
Hosiery  Guard 

Adorn 
Tame 

Deep  Magic 
White  Rain 

home  perms 
Dippity-do 

Paper  Mate 

El  Marko 
Write  Bros. 

Flair 

Paper  Mate  pens 

^^^^H             I.- 
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special  headache  in  the  form  of  a  still- 
outstanding  U.S.  antitmst  suit,  filed 
because  Braun  is  Europe's  top  maker 
of  electric  shavers.  The  Braun  shaver 
is  not  sold  in  the  U.S.  because  of  prior 
licensing  agreements  with  Ronson, 
but  those  agreements  are  scheduled 
to  expire  at  the  end  of  1975.  A 
complete  restructuring  of  Braun's  Eu- 
ropean marketing  operation  last  year 
and  better  cost  control  should  result 
in  much  better  earnings  this  year. 

Less  than  half  the  size  (about  $50- 
million  sales  last  year)  of  Braun  but 
twice  as  profitable  is  Paper  Mate, 
Gillette's  second  major  acquisition, 
dating  from  1955.  It  too  is  in  the 
new-products  game  on  a  major  scale, 
following  the  success  of  its  Flair  line 
of  porous-tipped  pens  introduced  six 
years  back.  Because  Flair,  with  about 
50%  of  the  market  and  growing  at 
an  estimated  30%  a  year,  has  been  so 
successful,  the  company  is  bringing 
out  a  whole  new  line  of  low-priced 
pens  under  the  name  of  Write  Bros., 
aimed  at  the  market  now  dominated 
by  France's  Bic. 

As  a  household  name  overseas  long 
before  most  U.S.  products  were,  Gil- 
lette has  been  expanding  its  bridge- 
head, and  foreign  operations  now  ac- 
count for  about  45%  of  sales  and  a 
bit  better  than  half  of  profits.  Gillette 
now  sells  in  170  countries  and  ne- 
glects few  opportunities  overseas. 
"We're  negotiating  with  India,"  says 
Stephen  Griffin,  president  of  Gillette 
International,  "and  we're  building  a 
miniplant  in  Indonesia  for  blades  that 
will  help  us  reach  that  market  of  130 
million  people." 

With  all  this  new  product  develop- 
ment going  on,  Ghairman  Ziegler  felt 
he  could  use  more  marketing  help. 
In    July    he    lured    Ed    Gelsthorpe 


Ad  fizz.  Gillette  quickly  turned 
the  champagne  shanipoos  of  base- 
ball's  champion  Oakland  A's  info 
ads  for  its  Dry  Look  hair  products. 


(Forbes,  Aug.  15)  away  from  Norton 
Simon  Inc.,  where  he  had  developed 
a  name  as  one  of  the  best  new  prod- 
uct marketers  around.  This  move  took 
courage  in  a  company  once  so  in- 
grown as  Gillette:  Bringing  in  a  top 
man  from  the  outside  is  a  frank  admis- 
sion of  weakness  within.  Vice  Chair- 
man Gelsthorpe  will  coordinate  all 
new  products,  a  most  important  role  in 
the  kind  of  company  that  Gillette  has 
become  {see  table,  p.  31).  It  is  no  se- 
cret that  he  expects  to  become  presi- 
dent when  Ziegler,  now  62,  gives  up 
one  of  his  two  titles. 

All  these  successes  cannot  change 
the  fact  that  Gillette  is  less  profitable 


Alexander  the  Great  banned 
beards  as  a  threat  to  his  troops 
because  they  offered  the  ene- 
my a  convenient  handle.  But 
beards  don't  bother  Gillette, 
because  they  have  never  no- 
ticeably affected  razor  sales. 
Most  bearded  men  do  some 
shaving;  beards  are  tough  on 
blades;  and  only  4  %  of  shav- 
ing-age   men     wear    beards. 


than  it  used  to  be.  The  simple  fact 
is  that  Gillette  does  not— and  cannot— 
dominate  its  other  businesses  the 
way  it  has  dominated  razors  and 
shaving.  After  all,  you  can't  push 
around  Procter  &  Gamble  the  way 
you  can  push  around,  say,  Schick  or 
Wilkinson. 

The  desire  for  growth,  moreover, 
has  kept  Gillette  busy  in  the  acquisi- 
tion market,  and  acquisitions  have  a 
way  of  going  wrong.  Gillette  has  had 
''  some  especially  bad  luck  the  past  few 
years.  No  less  than  three  acquisitions 
turned  sour:  Besides  Eve  of  Roma 
there  were  Colton  (men's  fragrances) 
and  Sterilon  (hospital  supplies).  All 
turned  out  to  be  expensive  mistakes. 
Eve  died,  and  without  her  Gillette 
didn't  have  the  industry  knowhow  to 
guide  it  in  the  mysteries  of  women's 
cosmetics;  in  men's  fragrance  the 
boom  peaked  just  as  Gillette  was  get- 
ting into  the  highly  competitive  field. 

Two  recent  acquisitions,  Buxton, 
the  leather  goods  company,  and  Wel- 
come Wagon,  are  new  directions  for 
Gillette  and  as  yet  unproved.  And,  in- 
evitably, some  new  products  fail:  X- 
Hydra,  an  extra-strength  deodorant, 
and  three  hair  coloring  products. 

Right  Choice 

To  get  back  to  the  original  ques- 
tion: Should  Gillette  have  expanded 
as  fast  and  as  widely  as  it  did?  Ex- 
amining the  evidence  in  the  light  of 
the  company's  situation,  the  answer 
must  be:  Management  made  the  right 
decision— although  the  changeover  was 
neither  as  smooth  nor  as  unanimous 
as  management  likes  to  claim.  Its  ex- 
pansion kept  it  from  being  permanent- 
ly locked  into  the  narrow,  static  razor 
market— and  freed  it  from  the  risks 
a  one-product  company  always  faces. 

Moreover,  is  Gillette  really  less 
profitable  than  it  was?  The  40%  re- 
turn is  gone,  possibly  forever,  but  this 
year  it  will  probably  show  a  return  on 
equity  of  nearly  30%  and  a  9.1% 
margin  on  sales  of  some  $820  million. 
That  should  serve  easily  to  place  it 
among  the  top  dozen  U.S.  companies 
in  profitability,  ranking  with  Coca- 
Cola  and  other  such  money  machines. 

And  Gillette's  margins  are  not 
necessarily  preordained  to  stay  at 
their  present  levels.  In  fact,  they  are 
already  showing  signs  of  improvement. 
"As  you  change  the  kind  of  business 
this  was,"  says  Ziegler,  "to  tlu>  kind  of 
business  it  is  and  the  kind  it's  going  to 
be,  the  continuing  problem  of  margin 
improvement  is  one  you  pay  a  lot  of 
attention  to." 

Has  Gillette  got  problems?  Yes,  in- 
deed. But  everything  is  relative.  Such 
"problems"  as  Gillette  has,  most  U.S. 
businessmen  would  consider  a  posi- 
tive pleasure.  ■ 
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Forecasting  Earnings 

Should  they  be  forecast?  Or  shouldn't  they? 

One  reason  the  public  feels  it  is  getting  a  raw  deal  in  the  stock  market  is  that  it  never  knows  about  earn- 
ings declines  or  increases  until  it  reads  about  them  in  the  newspaper.  By  then  the  damage  is  done— or 
the  goodies  are  gone.  If  Wall  Street  and  its  institutional  customers  can  get  a  pretty  good  idea  about 
earnings  in  advance,  why  shouldn't  the  general  public?  That's  what  Securities  &  Exchange  Commission 
Chairman  William  J.  Casey  wants  to  know.  He  proposes:  Let  managements  make  their  internal  forecasts 
public  and  let  everybody  have  equal  access  to  them.  The  forecast  may  be  right  or  it  may  be  wrong, 
but  at  least  everybody  gets  it  at  the  same  time. 

Is  forecasting  a  good  idea? 

Corporation  executives,  brokerage  houses  and  certified  public  accountants  are  divided.  To  get  the  pro 
and  the  con,  Forbes  interviewed  two  certified  public  accountants.  The  men  and  their  views: 


Pro 


Con 


Donald  H.  Chapin  of  Arthur  Young  &  Co.  is  chairman  of 
the  subcommittee  on  forecasting  of  the  accounting  pro- 
cedures of  the  American  Institute  of  Certified  Public  Ac- 
countants. He  says  flatly:  "I  predict  that  the  SEC  will  soon 
require  that  forecasts  be  included  in  prospectuses."  And  he 
welcomes  the  idea.  Chapin  made  a  study  of  the  British 
system  for  the  AICPA  and  he  says  it  works— for  the  bene- 
fit of  management  and  investors  alike. 

Chapin  expects  the  SEC  to  adopt  something  like  the 
British  system,  which  does  not  require  certified  forecasts 
in  prospectuses  for  new  issues  except  in  the  case  of  mer- 
gers and  acquisitions.  However,  he  would  not  object  to  a 
regulation  requiring  certified  forecasts  for  new  issues.  He 
says:  "All  the  chartered  accountants  I  talked  with  in  Lon- 
don said  they  were  willing  to  report  on  new  issues." 

Chapin  says  the  British  system  helps  the  investors  be- 
cause "the  chartered  accountants  [as  CPAs  in  the  U.K.  are 
called]  lend  substantial  reliability  to  management  fore- 
casts." He  says,  "It  makes  the  forecasts  better.  Manage- 
ments frequently  look  at  the  future  through  rose-colored 
glasses.  They  have  no  objectivity  about  themselves  and 
what  they're  doing.  In  the  U.K.  the  chartered  accountants 
have  brought  them  down  to  earth." 

He  admits  that  requiring  CPAs  to  approve  forecasts  will 
create  certain  difficulties.  "There  is  Tio  doubt  that  when 
forecasts  first  appear  they  will  be  accorded  greater  valid- 
ity than  they  deserve  by  some  unsophisticated  investors," 
he  says.  "Some  managements  will  put  too  much  conserva- 
tism in  their  numbers  in  an  attempt  to  protect  themselves, 
and  a  few  may  use  forecasts  to  manipulate  the  market." 

Quite  aside  from  that,  he  adds,  "forecasts,  by  their  very 
nature,  can  go  wrong  in  five  minutes." 

Chapin  admits  to  other  possible  difficulties.  "I  believe 
forecasts  should  be  published  only  in  those  circumstances 
where  a  reasonable  degree  of  reliability  can  be  expected, 
and,  urtfortunately,  the  SEC  does  not  seem  to  be  as  im- 
pressed as  they  should  be  with  this  problem."  An  even 
greater  problem,  he  says,  is  Section  11  of  the  Securities 
Act  of  1933.  Under  one  interpretation  of  this  act,  a 
certified  public  accountant  might  be  open  to  suit  if  a 
prospectus  he  approved  contained  any  misleading  state- 
ments or  failed  to  include  any  relevant  facts.  Chapin  feels 
the  SEC  should  clarify  Section  11  as  regards  the  CPAs. 

"All  of  these  factors  notwithstanding,"  says  Chapin,  "I 
think  that  the  SEC  will  come  to  the  conclusion  that  our 
profession  should  be  put  to  work  to  increase  the  reha- 
bility  of  published  forecasts,  because  the  CPA's  objectivity 
and  accounting  and  auditing  skills  can  be  effective  in  in- 
creasing the  reliability  of  some  types  of  forecasts."  ■ 


Harvey  Kapnick  is  chairman  and  chief  executive  of  Arthur 
Andersen  &  Co.  He  says:  "The  first  question  is  whether 
forecasts  should  be  published  at  all.  All  of  us  familiar 
with  forecasting  know  that  forecasts  are  not  reliable.  Con- 
ditions are  constantly  changing.  How  can  you  keep  people 
informed  of  the  changes?" 

Kapnick  insists  a  CPA  has  done  his  job  when  he  cer- 
tifies a  financial  statement.  That  is  a  record  of  the  past. 
Predictions  of  the  future,  based  on  this  record,  "must 
be  the  responsibility  of  the  investor.  This  is  the  essence 
of  risk-taking,  and  predicting  and  interpreting  the  future 
is  the  primary  function  in  investment  valuation.  Risk-tak- 
ing is  at  the  heart  of  the  free  enterprise  system,  and  the 
investor  may  either  reap  rewards  or  incur  losses.  No  one 
can  undertake  to  insure  the  results  of  future  events." 

For  the  investor,  Kapnick  sees  two  great  dangers  in  cer- 
tified forecasts.  One  is  that  management  will  be  overly 
conservative  in  estimating  sales  and  earnings  in  order  not 
to  get  egg  on  its  face  when  the  results  come  in.  This  might 
dissuade  investors  from  putting  money  into  a  company 
with  a  much  brighter  future  than  its  management  is  will- 
ing to  attest  to  publicly.  The  other  is  that  some  manage- 
ments will  overestimate  future  sales  and  earnings  in  order 
to  boost  the  stock.  "There  could  be  scandals,"  says  Kapnick. 

In  addition,  Kapnick  fears  that  requiring  certified  fore- 
casts would  create  "a  conflict  of  interest  in  the  accounting 
profession."  Would  not  a  CPA  be  tempted,  he  asks,  to 
make  annual  reports  bear  out  the  predictions  he  attested  to? 

"There  have  been  suggestions  that  one  firm  should  cer- 
tify the  forecasts  and  another  the  annual  reports,"  Kapnick 
notes.  "That  would  just  double  the  costs,"  he  says. 

Kapnick  doubts  that  CPAs  are  really  qualified  to  certify 
forecasts.  And  he  questions  whether  they  have  a  right  to. 
"All  forecasts  are  based  on  assumptions,"  he  points  out, 
"a  17%  rise  in  sales,  an  18%  rise,  19%,  20%.  Does  a  CPA 
have  any  right  to  make  a  management  change  its  assump- 
tions? Does  a  CPA  have  the  right  to  say,  'You  can't  hope  for 
more  than  16%'?  He  wasn't  hired  to  run  the  company." 

Yes,  says  Kapnick,  it  would  be  good  for  his  business— 
and  the  accounting  profession  generally— if  the  SEC  re- 
quired certified  forecasts.  "It  would  greatly  enlarge  our 
revenues."  However,  Kapnick  also  believes  it  would  in- 
volve the  profession  in  a  welter  of  litigation.  In  the  U.K., 
he  points  out,  there's  no  provision  for  class  actions,  and 
solicitors  are  forbidden  to  take  cases  on  a  contingency 
basis.  That  keeps  the  number  of  suits  against  chartered  ac- 
countants down  to  cases  where  there  is  reason  to  assume 
the  accountants  consciously  misled  investors.  Here,  there's 
no  such  restraint.     ■ 
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Whether  it's  a  computer  printout  too  large  for  your  file  cabinet,  a  financial 
report  too  big  for  your  attache  case,  or  a  message  too  long  for  your  fortune  cookie, 
the  Xerox  7000  reduction  duplicator  can  shrink  it  down  to  size. 

Because  the  7000  not  only  makes  copies.  It  makes  copies  smaller 
In  a  variety  of  sizes. 

For  instance,  it  can  reduce  an  unwieldy  14  x  18  document 
down  to  a  convenient,  easier-to-handle  Sli  x  11.  And  make  permanent  copies 
on  ordinary,  unsensitized  paper  in  a  matter  of  seconds. 

Xerox  created  the  7000  because  we  figured  no  matter  what  size  your 
business  is,  your  paper  work  should  always  stay  people  size. 

You  see,  while  the  Chinese  may  be  known  for  their  wisdom,  here  at  Xerox 
weVe  known  for  our  common  sense. 
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XEROX®  and  7000  are  trademarks  of  XEROX  CORPORATION. 


A  Neat  Job 


With   banker-like   effciency,   John   Place   has 
cleaned  up  the  mess  at  Anaconda.  What  now? 


Less  than  a  year  ago,  Forbes  de- 
scribed the  decline  of  the  Anaconda 
Co.  as  "one  of  the  great  horror  stories 
of  coiporate  history."  And  it  was,  los- 
ing well  over  $1  billion  in  market 
value  over  three  years. 

Since  then,  in  what  must  be  one 
of  the  most  efficient  turnarounds  of  a 
giant  company  in  corporate  histoiy, 
ex-banker  John  B.M.  Place  has  clear- 
ly saved  the  situation.  "We  did  it," 
he  says  proudly,  "basically  on  the  tal- 
ent we  found  inside  the  company. 
Other  than  myself  and  [senior  vice 
president,  finance]  Dick  Knight— it 
was  a  reshufflling  of  able  people." 

Consider  these  figures:  In  nine 
months  of  1972  the  company  earned 


No  Asset.  Anaconda  lacked 
the  knowhow  fo  exploit  its  tim- 
berlands,  so  Place  sold  them. 


$34.5  million  (plus  some  $93  million 
in  extraordinaiy  profits).  Last  year  at 
the  nine-month  mark,  it  had  an  $8- 
million  loss  (plus  some  $348  million 
in  extraordinary  losses  yet  to  come). 
Long-term  debt  is  down  $101  million 
in  nine  months  (to  $261  million); 
net  worth  is  up  $147  million  (to  $968 
million).  By  early  November  the  com- 
pany's financial  position  was  solid 
enough  that  Place  could  announce  a 
1232-cent-a-share  dividend  payable 
this  month  that  kept  intact  a  record 
of  annual  dividend  payments  stretch- 
ing back  to  1936.  Anaconda,  in  short, 
is  a  going  concern  again.  "Our  mor- 
ale," Place  says  jubilantly,  "is  as  high 
as  a  cat's  back." 

Orasffc  Measures 

John  Place,  a  hulking,  impassive 
man,  came  to  Anaconda  as  chief  ex- 
ecutive only  18  months  ago,  after  a 
lifetime  at  Chase  Manhattan  Bank. 
Since  then,  he  has  come  close  to  tak- 
ing the  company  apart  and  putting  it 
back  together  again.  The  first  moves 
were  obvious:  Staunch  Anaconda's 
mounting  losses  and  tailor  the  com- 
pany to  its  now  greatty  diminished 
scale.  Personnel,  for  one  thing:  5,200 
people  out  of  30,800  fired  in  little 
more  than  a  year,  the  New  York  head- 
quarters staff  cut  from  480  to  180, 
the  exploration  and  research  depart- 
ments hacked  to  ribbons.  Losing  op- 
erations, for  another:  a  lead  smelter 
shut  down  in  Utah,  a  zinc  smelter  and 
wire  mill  in  Montana,  a  new  mine  in 
Canada,  four  brass  mills;  nickel  and 
aluminum  ventures  suspended  in  Aus- 
tralia. "If  something  is  not  profitable, 
and  we  can't  make  it  profitable," 
Place  says,  "we  are  not  going  to  hang 
on  to  it.  We'll  get  rid  of  it  or  close  it. 
We  don't  have  a  large  cash  flow  com- 
ing in  from  elsewhere  anymore." 

When  Place  took  over.  Anaconda 
had  committed  itself  to  spending 
nearly  $200  million  on  a  new  alu- 
minum smelter  by  the  end  of  1973. 
In  addition,  nearly  $196  million  in 
Anaconda  debt  matured  by  the  end 
of  1975.  With  its  Chilean  cash  flow 
gone,  its  mines  there  expropriated, 
Anaconda  no  longer  had  the  internal 
resources  to  meet  these  obligations. 
But  it  did  have  some  670,500  acres 
of  Montana  timberland,  which  Ana- 
conda had  never  done  very  much 
with.  Last  summer  Place  found  a  buy- 
er—Champion International— for  $117 
million  in  cash.  He  applied  the  pro- 
ceeds to  Anaconda's  bank  debt,  re- 
ducing the  maturities  problem  to  man- 


ageable proportions.  "With  tho  ex- 
ception of  some  Eurodollar  borrow- 
ing," he  says,  "we  don't  owe  the 
banks  anything,  and  we're  actually  in- 
vesting excess  funds.  We  now  have 
considerable  borrowing  capacity- 
more  than  $100  million." 

As  for  the  problem  of  financing 
that  120,000-ton  aluminum  smelter 
at  Sebree,  Ky.,  Place  came  up  with 
an  ingenious  off-balance-sheet  solu- 
tion." He  will  raise  the  money  with  a 
*  $110-million  equipment  trust,  in 
much  the  same  way  that  railroads 
finance  their  freight  cars  and  loco- 
motives. The  trust  will  own  the  plant 
and  lease  it  to  Anaconda.  Anaconda 
will  not  have  any  equity  in  the  trust. 
That  will  come  from  a  group  of  eight 
banks— to  the  tune  of  $38  million- 
while  the  $72-million  debt  portion 
has  already  been  provided  by  three 
insurance  companies. 

There  is  more  to  this  arrangement 
than  simply  keeping  the  debt  off 
Anaconda's  balance  sheet.  The  plant 
will  generate  huge  investment  tax 
credits  that  Anaconda  can't  use, 
thanks  to  the  Chilean  expropriation. 
The  owners  of  the  trust  can  use  the 
credits  and  pass  them  to  Anaconda 
in  the  form  of  lower  interest  rates.  "It 
gives  us,"  says  John  Place,  "a  borrow- 
ing rate  of  under  6%,  which,  in  this 
market,  is  unbeatable." 

The  next  problem,  of  course,  is: 
What  do  you  do  with  all  the  alumi- 
num in  this  glutted  market?  Place  has 
partly  solved  this  problem  by  acquir- 
ing two  aluminum  fabricators,  mak- 
ers of  things  like  windows,  sidings  and 
extrusions.  Place,  of  course,  did  not 
go  into  aluminum  voluntarily.  His 
predecessors  had  already  commit- 
ted the  company  to  it.  Place  chose 
to  expand  in  an  effort  to  salvage  what 
has  been  an  essentially  profitless  in- 
vestment of  hundreds  of  millions. 

Aluminum  wasn't  Anaconda's  only 
faulty  investment.  After  pouring  $200 
million  into  a  giant  open  pit  copper- 
molybdenum  mine  at  Twin  Buttes, 
Ariz.,  Anaconda  found  the  wall  begin- 
ning to  cave  in,  and  its  profits  van- 
ished. At  the  moment,  Place's  luck  is 
running  right:  The  ore  grade  has  im- 
proved and  Twin  Buttes  is  in  the 
black.  Long-run,  though,  the  nniic  rc- 
(juires  huge  infusions  of  new  capital 
to  correct  its  design  deficiencies.  That 
should  be  forthcoming  from  Ameri- 
can Metal  Climax,  which  is  present- 
ly acquiring  Banner  Mining,  which 
leases  the  Twin  Bultcs  properly  to 
Anaconda.  Once  the  acciuisilion  is 
completed.  Anaconda  and  Amax  will 
convert  Twin  Buttes  into  a  joint  ven- 
ture, presumably  as  a  prelude  to 
launching  a  major  expansion,  not  only 
at  Twin  Buttes  but  eventually  at 
some  of  Banner's  other  properties  as 
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Why  is  Dallas  the  place? 

Dallas  is  deep  in  the  heart  of  everything.  Right  in  the 
middle  of  the  Southwest,  equidistant  from  the  four 
major  population  centers  of  North  America. 

All  roads  lead  to  Dallas.  And  next  year  when  the 
world's  largest  airport  opens,  all  air  lanes  will,  too.  As 
a  sales,  distribution  and  transportation  center,  it's  a 
natural.  So  it's  naturally  the  "financial  center  of  the 
Southwest. 

Why  the  $2.6  Billion  First  in  Dallas? 

Regional  banking  services  are  the  First's  specialty.  And 
we're  currently  providing  them  for  over  70  of  Fortune 
Magazine's  100  largest  corporations.  Satisfying  their 
regional  needs  by  doing  what  we  do  best— cash 
management. 

With  seven-day-a-week  postal  courier  collections 
and  processing,  and  over  700  regional  correspondent 
banks,  we  can  provide  receivable  collection  systems, 
data  transmission,  disbursements  and  payroll  services 
along  with  complete  credit  facilities,  including 
international. 

Why  not  get  the  story  first-hand? 

Let  us  tell  you  more  about  the  dynamic  Southwest.  We 
think  you'll  agree  Dallas  is  the  place  to  do  your  regional 
banking.  And  First  National  is  the  bank.  Call  Senior 
Vice  President  Bill  Breedlove  at  (214)  749-4487. 
Or  Ed  Townsend,  Senior  Vice  President  for 
National  Accounts  at  749-4670. 


Regional  banker 
for  the  Southwest. 


The  Cash  Management  Specialists. 

fiist 

NATIONAL  BANK 

IN  DALLAS 

NOW  LEASING  IN  DALLAS:  the  56-story  First  International  Bldg.  for  occupancy  first  quarter  1974.  P.O.  Box  603 1,  Dallas,  Texas  75222. 


Member  FDIC 


Benchmark 
for  Christmas. 

Hell  forget 
he  ever  liked  any 
odier  Bourbon. 


Give  your  favorite  Bourbon 
drinker  Benchmark  for  Christmas. 

He'll  discover  the  difference 
that  Seagram  craftsmanship  makes 
and  what  he's  been  missing  in  the 
taste  of  his  present  Bourbon. 

Odds  are,  he'll  forget  he  ever 
liked  any  other  Bourbon. 


Seagram's  Benchmark  Premium  Bourbon. 
Measure  any  Bourbon  against  it." 


Seagram's 

BENCHMARK 

PREMIUM  BOUKBON 


StngrQw^ 


PREMIUM  BOURBON 
OFTH 


•fVSIKAK" 
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GIFT  CARTON  AT  NO  EXTRA  CHARGE. 
SEAGRAM'S  BENCHMARK  KENTUCKY  STRAIGHT  BOURBON  WHISKEY.  86  PROOF.  JOSEPH  E.  SEAGRAM  &  SONS.  LOUISVILLE,  KY. 
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well.  "It  relieves  om-  cash  flow,"  Place 
says.  "Given  these  capital  demands, 
you  have  to  be  willing  sometimes  to 
bring  in  a  partner." 

Place  is  now  prepared  to  do  more 
than  that.  Anaconda  is  now  providing 
—for  a  fee— training  and  technical  as- 
sistance to  the  government  of  Iran  on 
the  $400-million  Sar  Cheshmeh  cop- 
per project.  The  deal  covers  the  plan- 
ning and  construction  period  and  ten 
years  thereafter,  but  how  much  the 
<  fee  will  run  to  Place  refuses  to  say, 
though  industry  scuttlebutt  puts  it  as 
high  as  $5  million  annually.  "We 
consider  it  a  major  undertaking,"  is 
all  John  Place  will  say.  "We  see  other 
real  opportunities  in  Iran." 

New  Beginnings 

Place  is  even  talking  these  days 
about  expanding  again.  The  Con- 
tinental orebody  hard  by  the  pit  in 
Butte,  Mont.;  Victoria,  a  small  but 
highly  profitable  copper  property  near 
Elko,  Nev.;  Carr  Forks,  next  to  Ken- 
necott's  Utah  Pit— all  three  could 
come  into  production  over  the  next 
two  or  three  years.  "If  they  all  come 
in  and  meet  maximum  production," 
Place  says  carefully,  "it  could  raise 
our  tonnage  to  500,000  tons  a  year, 
up  from  242,000  currently." 

All  this  in  a  company  that  was  in 
almost  total  collapse  a  year  or  so  ago. 
Needless  to  say,  problems  remain.  If 
Environmental  Protection  Agency 
standards  are  made  to  stick.  Anaconda 
will  have  to  find  $60  million  to  meet 
them  at  its  Anaconda,  Mont,  smelter. 

Place  is  resigned,  too,  to  losing 
close  to  $200  million  in  foreign  tax 
credits  because  Anaconda  does  not  yet 
have  the  earning  power  to  utilize 
them.  But  he  is  calm  about  the  far 
bigger  tax  credit,  the  one  for  $440 
million,  arising  from  the  Chilean  con- 
fiscation. "I  think  we're  going  to  be 
able  to  use  that  tax  loss,"  Place  says. 
"I  mean  we've  only  started  in  terms 
of  rebuilding  the  company." 

Anaconda's  present  earning  power, 
admittedly,  is  not  veiy  high.  If  the 
company  were  paying  full  taxes,  it 
would  be  earning  about  $1.50  a 
share,  a  return  of  about  4%  on  net 
assets.  But  total  cash  flow  is  running 
close  to  $100  million  a  year,  and  in  a 
few  years,  if  copper  prices  hold  and 
aluminum  picks  up.  Anaconda  should 
be  in  good  shape.  What  happens 
then?  Major  acquisitions?  Mergers? 
For  now,  there  are  tax  problems  in 
the  way  of  both,  so  Place  says  he  is, 
for  now,  concentrating  on  the  business 
at  hand.  As  for  the  future,  all  he  will 
say  is  that  he  is  very  flexible:  "We 
don't  have  any  preconceived  ideas 
about  how  to  use  our  assets.  The 
primary  objective  is  to  get  the  best 
po.ssible  use  out  of  them."  ■ 
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Safety. 

Agood 
inwstment 

Especially 

now. 


The  new  Occupational  Safety  and  Health  Act  could  give  the  fast-grow- 
ing "safety  market"  a  healthy  boost.  Crouse-Hinds  is  uniquely  situated 
to  satisfy  this  market.  We  are  a  leading  worldwide  producer  and  dis- 
tributor of  electrical  equipment  for  hazardous  and  adverse  environments,      f^DfSt  IQP^  Nll^n  Q"* 
outdoor  and  airport  lighting,  traffic  control  systems.  Safety  is  always  a  •    i^ni^^oC^rif/YL/O 
good  investment.  For  financial  data  on  how  our  stake  in  safety  is  con- 
stantly growing,  write  Treasurer,  Crouse-Hinds,  Syracuse,  N.Y.  13201 . 

(NYSE,  also  Midwest  and  Pac.  Coast  Code:  CHI). 


Why  China  May  Be  Next 

The  Soviets  having  opened  the  door  to  economic  partnership 
with  the  West,  the  Chinese  cannot  afford  to  be  far  behind. 


With  the  Soviet  Union  shaping  up 
as  a  major— if  unorthodox— trading 
partner  for  the  U.S.  (see  p.  25),  can 
China  be  far  behind?  The  answer 
seems  to  be:  behind,  yes,  but  prob- 
ably not  far  behind. 

Listen,  for  example,  to  Hamed 
Pettus  Hoose,  who  visited  China  in 
April  and  May  and  will  soon  return 
as  the  representative  of  several  U.S. 
companies  in  oil  and  mineral-related 
industries:  "I  feel  from  first-hand  ex- 
posure and  long  observation  that 
China  is  a  great  new  market.  Not 
today.  But  China  will  choose  her 
trading  partners  today.  And  the  heavy 
trading  will  occur  within  the  next 
few  years." 

Julian  M.  Sobin,  president  of  Sobin 
Chemicals,  Inc.,  is  an  importer  as 
well  as  a  manufacturer  of  chemicals. 
He  already  has  done  business  with 
the  Chinese  and  has  made  a  second 
trip  to  discuss  finrther  deals.  Says 
Sobin:  "China  is  potentially  the 
world's  largest  market,  with  25%  of 
the  world's  population,  and  we  are 
the  world's  largest  producers— it's  a 
natural  match." 

A  pipe  dream?  The  Canadians,  who 
know  China  better  than  anyone  else 
in  the  West,  recently  spent  $1  million 
to  set  up  a  trade  fair  in  Peking. 
About  40  of  the  206  participating 
firms  were  affiliates  or  subsidiaries  of 
U.S.  corporations,  including  General 
Motors,  Dow  Chemical  and  Westing- 
house.  They  weren't  there  merely  to 
sample  the  Peking  duck.  At  least  a 
fourth  of  the  firms  received  orders. 


among  them  International  Nickel, 
Falconbridge  and  Alcan.  The  total 
ran  to  a  mere  $30  million,  but,  like 
Hoose,  the  companies  were  thinking 
of  tomorrow. 

According  to  U.S.  estimates, 
China's  gross  national  product  today 
amounts  to  maybe  $130  billion,  her 
per-capita  income  to  about  $150  per 
year  at  most.  Her  foreign  trade  last 
year  was  an  estimated  $4.5  billion, 
of  which  $2.2  billion  consisted  of  im- 
ports. Peanuts  in  world  terms. 

Then  why  the  optimism  about 
trade?  Why  the  parade  of  U.S.  busi- 
nessmen to  China? 

One  reason  is  that,  despite  oc- 
casional setbacks,  and  despite  wish- 
ful thinking  in  the  West,  China  has 
made  tremendous  economic  progress 
under  the  Communists.  Stanton  R. 
Smith,  chief  economist  at  Martin 
Marietta  Aluminum,  who  visited  the 
country  in  August,  says:  "From  vir- 
tually insignificant  production  levels 
in  1949,  oil  production  expanded  by 
1970  to  18  million  metric  tons,  steel 
to  17  million  tons,  chemical  fertilizers 
to  7  million  tons.  In  contrast,  India 
has  achieved  only  about  a  third  of 
these  gains  from  the  same  low  level 
of  industrialization  in  1949.  More  im- 
portant, China  has  achieved  this  with 
a  balanced  international  trade,  pay- 
ing for  all  imported  equipment,  while 
India  has  been  the  recipient  of  vast 
foreign  aid  programs,  especially  from 
the  U.S.  and  the  U.S.S.R." 

Those  who  have  visited  China  be- 
lieve the  country  will  progress  even 


more  swiftly  in  the  future.  For  one 
thing,  China  no  longer  is  a  land  of 
famine,  although  it  still  imports  wheat 
on  a  large  scale.  Through  irrigation 
and  by  introducing  chemical  ferti- 
lizers and  tractors  (made  in  China), 
it  has  raised  agricultural  production 
to  a  point  where  it  can  actually  ex- 
port some  products.  It  has  raised  tex- 
tile production  to  a  point  where  it 
can  not  only  clothe  itself  but  export. 

China  also  is  now  producing  con- 
sumer goods  in  quantity.  Everyone 
who  has  been  there  found  the  stores 
well  stocked  with  basic  consumer 
durables— furniture  and  kitchen  uten- 
sils, fountain  pens,  watches,  radios, 
bicycles,  sewing  machines,  cameras 
(now  even  selling  in  Europe). 

So  far,  this  has  been  essentially  a 
bootstrap  operation.  But,  says  Hoose, 
the  Chinese  are  now  determined  to 
rush  ahead  with  developing  into  a 
modem  industrial  state.  "China  has 
decided  to  purchase  large  quantities 
of  advanced  machineiy,  equipment, 
knowhow  and  the  like.  And  China  is 
determined  to  do  it  within  the  next 
few  years."  One  reason  for  the  haste: 
fear  of  the  Soviet  Union,  which  has 
an  estimated  1  million  troops  armed 
with  nuclear  weapons  on  her  border. 

How  will  China  pay  for  what  she 
wants?  Skeptics  have  long  felt  this  to 
be  a  fatal  obstacle.  Hoose,  for  one, 
believes  that  China  will  not  indefinite- 
ly pursue  her  current  policy  of  re- 
jecting joint  ventures  and  long-term 
credits.  He  says:  "China  is  actively 
studying  various  international  credit 


Priorities:  Alihough  Cfi/no  has  made  great  strides  in 
military  production  because  of  fear  of  the  Soviet 
Union,  in   civilian  production  it  still  is  technologically 


far  behind  the  West.  This  is  a  textile  mill  in  Peking. 
It's  clean  and  well-lighted,  but  those  who  have  visited 
it  say  that  the  looms  are  about  20  to  30  years  old. 
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Vbur  dream  house. 

You  can  build  it  with  our  materials. 

Decorate  it  with  our  furnishings. 

And  even  write  home  about  it  on  our  paper. 


We're  Champion  International. 

We  provide  a  wide  range  of  quality  products  and 
services. 

For  example:  U.S.  Plywood  prefinished  paneling  and 
siding,  fine  furniture  by  Drexel  and  Heritage,  Trend 
carpeting,  Weldwood  adhesives,  DairyPak  milk 
cartons,  printing  and  writing  papers  by  Champion. 

Many  of  these  are  household  products  that  have 
become  household  names. 


Why?  Excellence. 

We  want  you  to  be  as  proud  to  live  with  the  things 
we  make  as  we  are  to  make  them. 

Now.  And  in  the  future. 

As  we  grow,  we're  determined  that  the  Champion 
International  of  the  future  will  reflect  the  same 
character  and  quality  that  it  does  today. 

Only  more  so. 


Champion  International 


Building  Materials:  U  S  Plywood.  Lewers  &  Cooke.  Del-Mar;  Roberts  Consolidated,  Chemware.  Setterstix,  Weldwood  of  Canada 

Paper  and  Allied  Products:  Champon  Papers,  Champion  Packages:  Champion  Papel  eCetulose,  S.A.;  DairyPak;  Federal  Envekjpe;  Federal  Offce  Products;  Intermills,  S.A.:  Nationwide  Papers 

Furnishings:  Drexel  Furnrture.  Heritage  Furniture,  Meadowcratt;  Trend  Mills 

International  Trade  Division       •      Formoreinformation,wrttetoChampK3nlntemationalCorporation,PublicAtfairsDept,  777  Third  Ave,  New  York,  NY.  10017.      •      NYSE  ticker  symbol  CHA 


"The  Meridien  Paris' 
direct  dial  piione 
service  was  terrific. 
I  was  able  to  do  half 
my  business  right 
from  my  room!" 


Direct  dial  telephone  service 
is  just  one  feature  that  makes  the 
deluxe  Meridien  Paris  the  perfect 
base  for  businessmen.  We  have 
Paris'  speediest  check-in  (to  let 
you  start  working  as  quickly  as 
possible).  And  bilingual  manage- 
ment to  assist  you  in  any  way 
possible.  Even  a  secretarial  service 
if  you  need  it.  Plus  five  great 
restaurants,  a  bar,  and  a  night 
club.  The  Meridien  Paris.  We 
make  business  a  pleasure. 

HOTEL  MERIDIEN  PARlSf  /— "A  : 

The  first  link  in  the  worldwide  chain  of 
Meridien  Hotels. 

Just  twenty  minutes  from  Orly 
International  Airport.  Five  minutes 

from  the  Arc  de  Triomphe. 

For  Individual  Bookings:  Call  Loews 

Reservations,  Inc.  in  the  U.S.  and 

Canada 

For  Group  Bookings:  Call  MERIDIEN 
HOTELS  212-832-3050 


Association  witfi  the 
Wtiitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

tull  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 

For  particulars  write: 

Mr.  D.  R.  Bullough 
7983  First  Security  Building 
Salt  Lake  City,  Utah  84111 
or  call  toll  free:  800  453  5301 


Whihiey 

Harris 

Financial 

OpportiinlHes 

Group 

Established  and 
capilalized  by 

ITT 

International  Telephone 
and  Telegraph  Corporation 


and  financing  devices,  even  as  she 
insists  that  such  transactions  would 
not  be  acceptable."  Forbes  recently 
reported  that  petroleum  was  an  area 
where  such  joint  deals  might  develop. 
Payment  for  machinery  could  well  be 
made  in  raw  materials  along  the  lines 
of  the  Russian  deal. 

Two  Chinas 

Visitors  to  China  report  that,  in 
reality,  there  are  two  Chinas.  One  is 
the  human  ant  heap  that  Americans  ^ 
generally  envisage,  where  manpower 
substitutes  for  machinery  (although 
the  hours  no  longer  are  endless;  the 
eight-hour  day  has  become  univer- 
sal). China  still  doesn't  have  enough 
machinery  to  eliminate  backbreaking 
labor.  Quite  aside  from  that,  full  em- 
ployment is  a  basic  policy  of  the 
Chinese  government.  What  this  means 
in  practice  is  described  by  Sheldon 
Atlas,  a  professor  of  chemistry  at 
Bronx  Community  College,  an  expert 
on  polymers  who  visited  China  in  June. 

"There  are  no  addicts  in  China,  no 
beggars,"  says  Atlas.  "Nobody's  on 
welfare.  Everybody  works.  If  the  gov- 
ernment finds  a  pair  of  idle  hands,  it 
gives  the  man  a  broom  and  says,  'Go 
out  and  sweep  the  street.'  " 

The  other  China  is  a  China  with  a 
highly  sophisticated  technology.  Says 
Manfredo  Macioto,  a  chemical  en- 
gineering consultant  with  oflRces  in 
Paris,  "China  is  emerging  as  the  third 
scientific  and  technological  power  of 
the  world,  although  this  rank  might 
be  challenged  by  Japan." 

This  is  the  China  that  has  det- 
onated 13  nuclear  devices,  launched 
two  satellites  into  space,  the  China 
that  is  turning  out  jet  warplanes,  sub- 
marines, missiles,  tanks. 

American,  Canadian  and  English 
scientists  who  have  talked  with 
Chinese  scientists  came  away  im- 
pressed. "They  get  all  the  literature. 
They're  up-to-date,"  says  Atlas.  Dean 
Emeritus  Herman  Mark  of  the  Poly- 
technic Institute  of  Brooklyn  adds: 
"You  can  talk  with  them  on  the  same 
level  as  you  talk  with  the  people  at 
du  Pont  or  Dow." 

Says  Richard  Conroy,  who  is  doing 
his  doctorate  at  the  University  of 
Sussex  on  the  scientific  instruments 
industry  in  China:  "I've  heard  reports 
that,  on  her  northern  frontier  with 
Russia,  China  has  deployed  tactical 
nuclear  weapons  along  the  whole 
front,  and  that  would  mean  a  vast 
increase  in  sophisticated  instrumenta- 
tion radar,  the  whole  hardware." 

The  Chinese  economy  has  been 
developing  in  a  pattern  quite  different 
from  that  of  every  other  nation  in 
the  world.  In  every  other  country, 
new  plants  are  built  in  the  cities. 
They    draw    labor    from    the    surplus 


population  in  the  countryside.  In 
China,  wherever  possible,  the  plants 
are  built  in  the  countryside.  They  use 
the  surplus  labor  there,  and  they  sup- 
ply the  needs  of  the  population  there. 
A  tractor  plant,  for  example,  will  be 
built  in  the  midst  of  a  group  of  com- 
munes to  supply  those  communes. 

The  economy  thus  is  highly  de- 
centralized, and  most  of  the  factories 
are  fairly  small.  This  may  not  be  the 
most  efficient  way  of  running  things, 
but  it's  a  necessary  way,  because  Chi- 
na's transportation  system  is  still  not 
adequate  for  such  a  large  nation.  De- 
centralization, moreover,  serves  a  so- 
cial purpose:  It  has  kept  China's  cit- 
ies free  of  the  cancer  that  has  afflict- 
ed so  many  large  cities  in  the  world- 
vast  and  growing  slums,  crowded 
with  unemployables. 

The  factories  also  sei-ve  as  schools. 
One  of  the  reasons  the  Chinese  gov- 
ernment makes  professionals  and  man- 
agement men  spend  varying  amounts 
of  time  in  the  fields  and  on  the  as- 
sembly lines  is  to  teach  the  workers 
how  to  become  more  skillful. 

It  shows  in  the  quality  of  the  prod- 
ucts they  produce.  "The  Chinese  don't 
turn  out  junk,"  says  Atlas.  "Their  plas- 
tics aren't  quite  as  good  as  ours,  but 
the  difference  is  insignificant."  Says 
Sobin:  "Their  chemicals  aren't  quite 
as  good  as  ours,  but  ours  are  better 
than  they  need  be.  We  make  them 
better  for  merchandising  purposes, 
not  for  any  other  reason." 

"The  batteries  in  the  field  tele- 
phones [made  in  China]  used  by  the 
North  Vietnamese  last  year  were  just 
as  good  as,  I  think  a  bit  better  than, 
the  American,"  says  Richard  Conroy. 

What  might  the  Chinese  want  from 
us?  Only  what  they  can't— or  don't 
want  to— produce  themselves.  And 
only  the  very  best.  "Whenever  they 
buy  technology  from  abroad,"  says 
Conroy,  "they  always  want  the  most 
up-to-date  technology." 

Howard  R.  Hawkins,  who  negotiat- 
ed the  earth-station  deals  with  Chi- 
na for  RCA,  says  the  Chinese  engi- 
neers surprised  him  by  their  knowl- 
edge as  well  as  their  number:  "They 
knew  exactly  what  they  wanted  and 
what  state  the  art  of  telecommunica- ■ 
tions  was  in  at  the  time." 

Having  come  this  far  largely  on 
their  own,  why  should  the  Chinese 
want  to  start  doing  business  with  the 
West?  Because  they  want  to  speed 
up  the  process  of  development. 

One  thing,  moreover,  is  quite  cer- 
tain. The  People's  Republic  has  no  in- 
tention of  getting  left  behind  I)y  the 
Soviet  Union.  As  the  latter  benefits 
from  strengthening  its  industrial  ties 
with  the  U.S.,  the  Chinese  will  want 
to  do  likewise.  When  that  liappcns, 
trade  cannot  be  far  behind.  ■ 
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The  Money  Men 


sticks  and  Stones . . . 


Forbes  reporters,  making  their 
rounds  of  Wall  Street,  have  heard 
a  steady  refrain  of  complaints 
against  the  sharp  reductions  in 
commission  rates  on  big  transac- 
tions. They  have  heard  dire  pre- 
dictions of  what  could  hap- 
pen if  the  cutoff  is  reduced  from 
$300,000  to  $100,000  as  the  Se- 
curities &  Exchange  Commission 
proposes.  The  refrain  always  ends 
with  the  prediction  that  further  re- 
ductions would  kill  many  invest- 
ment houses. 

Coyly,  our  reporter  asked  one 
elderly  Wall  Streeter  about  Wee- 
den  &  Co.  Here  was  a  firm  that 
got  fat  on  thin  margins.  Waxed 
healthy  when  The  Street  was  lit- 
tered with  corpses. 

The  Wall  Streeter  turned  red. 

"Vultures!"  he  blurted. 

Well,  not  everyone  may  love 
them,  but  Weeden  &  Co.  must  be 
doing  something  right.  Weeden  & 
Co.,  which  was  established  in  San 
Francisco  in  1922,  moved  its  head- 
quarters to  New  York  in  the  mid- 
Sixties.  Its  capital,  $22,000  in  1922, 
is  now  $37.5  million. 

Weeden,  a  publicly  owned  firm 
with  roughly  2,500  stockholders,  is 
a  kind  of  wholesaler  of  stocks.  It 
does  not  do  business  with  the  pub- 
lic. It  has  no  "accounts"  as  such. 
What  it  does  is  move  stocks  in 
large  blocks,  sometimes  taking  a 
position  itself  to  help  move  the  or- 
der. It  does  less  than  one-half  of  - 
1%  of  its  buying  on  the  New  York 


Stock  Exchange,  doing  80%  of  all 
its  market-making  in  the  so-called 
Third  Market  (the  rest  is  account- 
ed for  by  business  done  on  five  re- 
gional exchanges).  It  does  business 
"net,"  that  is,  it  charges  no  com- 
mission. It  contents  itself  with  a 
small  spread  between  the  buying 
price  and  the  selling  price.  In  a 
recent  six-month  period  Weeden 
handled  both  sides  of  about  $2.7 
billion  in  common  stocks  and  about 
$3.9  billion  in  bonds  and  other  se- 
curities. This  is  obviously  big  vol- 
ume. It  accounts  for  about  one- 
third  of  the  Third  Market.  On  this 
volume  Weeden  grossed  about  $18 
million  in  the  first  half  of  fiscal 
1972,  which  works  out  to  about 
30  cents  on  every  $100  worth  of 
securities  moved. 

Nevertheless,  Weeden  &  Co. 
makes  good  money  for  its  stock- 
holders. In  1971,  a  smashing  good 
year,  net  profit  was  $5.8  million, 
$3.84  a  share,  a  return  of  better 
than  20%  on  stockholders'  equity. 
The  latest  fiscal  year,  ended  Sept. 
30,  wasn't  nearly  as  good.  There 
was  commission-cutting  by  member 
firms  under  the  new  rule  and  there 
was  reduced  volume.  This  year  has 
been  rough  on  everybody  in  The 
Street,  Weeden  included.  Still  Wee- 
den managed  to  earn  net  $2.6  mil- 
lion, nearly  10%  on  equity. 

The  thing  about  Weeden  is  that 
it  is  geared  to  make  money  on  thin 
margins.  It  is  basically  a  low-over- 
head   operation.    Its    headquarters 


in  New  York  consist  of  a  cramped 
trading  room,  half  a  dozen  small 
offices  and  a  dining  room  jammed 
into  one  floor  at  25  Broadway,  near 
the  NYSE.  There  are  no  frills.  The 
company  employs  549  people  in  its 
eight  offices.  Salaries  are  low  by 
Wall  Street  standards.  The  top  sal- 
ary paid  in  record-breaking  1971 
-$94,000-went  to  Austin  Fitz- 
gerald, a  vice  president.  The  three 
brothers  who  run  the  firm,  Alan, 
Donald  and  John  (Jack)  Weeden, 
drew  $63,000,  $63,000  and 
$47,000,  respectively.  Everybody 
at  the  firm  looks  to  the  perfor- 
mance of  Weeden  stock  for  their 
eventual  payoff:  Besides  the  Wee- 
dens  themselves,  other  employees 
are  stockholders  and  hold  options 
for  137,000  shares  as  against  total 
outstanding  of  1.8  million.  How 
well  has  the  stock  done?  Not  badly 
for  a  brokerage  stock.  Well  down 
from  its  1971  high  (15  vs.  50), 
it  still  sells  slightly  above  its  offer- 
ing prices. 

Who  Gets  Eliminated? 

Don  Weeden,  bearded,  balding, 
42,  is  one  of  three  executive  vice 
presidents.  He  shrugs  at  some  of 
the  nasty  things  competitors  have 
to  say  about  his  firm.  "I'm  on  the 
board  of  directors  of  a  semicon- 
ductor company,"  he  says,  "and 
the  rule  of  thumb  is  that  prices 
go  down  30%  a  year.  You'd  think 
that  was  a  pretty  dismal  outlook 
for  any  industiy,  but  in  the  process 
of  reducing  prices  they  have  de- 
veloped a  tremendous  market." 

"As  the  same  thing  happens  in 


John  Weeden 


Don  Weeden 


At 

Piedmont  Airlines 

'^look  where  we're  going'' 

is  more  than  just  a  slogan. 


For  some  time  now,  Piedmont  Airlines  has  been  asking 
the  traveling  public  to:  "Look  Where  We're  Going'.' 
In  terms  of  destinations.  Service.  Equipment.  Attitude. 
And  all  the  things  that  make  an  airline  good. 

Where  are  we?  In  Piedmont  Country.  That  part 
of  America  anchored  by  New  York  on  the  northeast 
corner;  Chicago  on  the  northwest;  Atlanta,  Georgia 
on  the  south;  Memphis  on  the  southwest.  Seventy-five 
cities  in  all— including  Washington,  Norfolk,  Roanoke, 
Louisville  and  Cincinnati. 

How  about  the  people  of  Piedmont  Country. 
They're  business  people  and  military  people.  Farmers 
and  factory  workers  and  college  students  and 
vacationers.  A  make-it-happen  breed  who  have  come 
to  expect  quick  and  reliable  service  from  us.  More 
service  today  than  yesterday.  There's  a  bigger 
discretionary  travel  dollar  now,  and  we're  here  to 
supply  its  needs  with  still  more  new  jets. 

Piedmont  Airlines.  We're  a  busy  part  of 
America's  tomorrowland.  Look  where  we're  going. 

Piedmont  Airlines 

A  division  of  Piedmont  Aviation,  Inc. 

General  Offices:  Smith-Reynolds  Airport 

Winston-Salem,  North  Carolina 


The  Money  Men 


brokerage,  you'll  have  fatalities 
along  the  way,"  puts  in  his  brother 
Jack,  45,  another  executive  vice 
president,  "But  that  doesn't  neces- 
sarily hurt  the  industry  as  a  whole. 
In  fact,  it  has  improved  the  quality 
of  the  product." 

The  brokerage  establishment 
struck  back  at  Weeden  in  a  way 
with  the  famous  1971  Martin  Re- 
port, brainchild  of  ex-Federal  Re- 
serve Chairman  William  McChes- 
ney  Martin.  It  recommended 
strengthening  the  New  York  Stock 
Exchange  as  a  kind  of  single  mar- 
ket. No  more  Third  Market.  Wee- 
den and  outfits  like  it,  Martin  sug- 
gested, were  fragmenting  and 
therefore  weakening  the  central 
auction  market. 

The  Weedens  agree  that  there 
will  eventually  be  one  marketplace, 
but  they  don't  think  it  is  going  to 
be  the  New  York  Stock  Exchange. 
It  will,  they  say,  be  a  single  over- 
the-counter  market,  in  eflFect  com- 
bining the  Big  Board,  the  Amex, 
the  regional  exchanges  and  the 
O-T-C.  "We'll  get  this  national 
market,"  Don  Weeden  says,  "when 
the  public  starts  demanding  that 
their  brokers  get  the  best  possible 
execution." 

"Right  now,"  brother  Jack  puts 
in,  "the  brokers  just  put  their  or- 
der on  the  floor  of  the  New  York 
Stock  Exchange  and  nobody  crit- 
icizes them  for  it." 

"The  right  way,"  Don  goes  on, 
"is  to  allow  all  brokers  access  to 
all  the  markets  just  by  paying  dues 
to  the  National  Association  of  Se- 
curities Dealers."  As  things  now 
stand,  Weeden  cannot  trade  on  the 
Big  Board  because  it  is  not  a  mem- 
ber; it  is  not  a  member  because  it 
does  not  want  to  be  bound  by 
Big  Board  rules  and  commission 
minimums.  At  the  same  time.  Big 
Board  firms  are  not  supposed  to 
do  business  with  Third  Market 
firms  like  Weeden.  So,  Weeden's 
business  comes  from  nonmember 
brokers  and  institutions. 

The  Weeden  boys  think  their 
version  of  a  national  market  is  veiy 
close  to  fruition.  They  think  the 
big  institutions  are  pushing  for  it. 

"I  think  a  composite  tape  will 
come  about  within  a  year,  unless 
the  New  York  Stock  Exchange  de- 
velops new  resistance  to  the  idea," 
says  Don. 

And  for  the  individual  investor, 
he  says,  that  should  moan  the  best 
price  for  his  stock  and  tJie  lowest. 
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ASHLAND  OIL  REPORTS 
ON  ITS  BEST  YEAR  EVER 


1972  was  the  best  year  in  Ashland's  history. 

Earnings  rose  to  $68  million. 

Per  share  earnings  were  $2.65. 

Sales  reached  $1.8  billion. 

The  outlook  for  1973  is  for  continued  growth. 


All  operating  groups  contributed  to  these  record     attention  on  those  areas  of  its  business  promising 
results.  Ashland  has  substantially  reorganized  its     thegreatest  growth  and  profitability, 
operations,  improved  efficiency,  and  concentrated  its     Here  is  how  the  operating  groups  performed. 


Ashland 
Petroleum 

Our  strategically  located 
refineries,  ability  to 
maximize  refinery 
througfiput  and  increased 
capacity  to  supply  low 
sulphur  and  low  lead 
products  resulted  in 
record  divisional  sales  of 
$1 .0  billion  and  a  1 0  percent 
increase  in  operations 
profits  to  $102  million. 
We  are  a  major  supplier  of 
gasoline  to  independent 
retailers,  the  fastest- 
growing  sector  of  the  retail 
gasoline  market.  We  are 
also  a  major  supplier  of 
petroleum  fuels  to  industry. 
Additional  facilities  now 
under  construction  will 
further  improve  efficiency 
and  expand  our  capacity  to 
serve  these  rapidly  growing 
energy  markets. 


Ashland 
Chemical 

Tighter  cost  controls, 
elimination  of  unprofitable 
ventures,  sharper  market 
evaluations  and  research 
focus,  and  selective 
expansions  keynoted  1972 
operations. 
With  an  improving 
economy,  particularly  in 
the  automotive  and 
building  industries,  sales 
increased  $24  million  to 
$348  million  even  after 
divestments.  When  coupled 
with  better  management 
control,  this  7  percent  sales 
increase  boosted  operating 
profits  1 59  percent  to  $22.8 
million. 

The  full  effect  of 
management  improvements 
made  in  1972  and  further 
expansion  of  profitable 
product  lines  should  result 
in  still  higher  divisional 
earnings  in  1973. 


Ashland 
Resources 

Our  business  here  is  in 
coal,  asphalt  paving,  road 
construction,  stone  and 
other  construction 
materials.  Last  year  these 
operations  had  sales  of 
$321  million  with  operating 
income  jumping  63  percent 
to  $34.2  million. 
With  construction  backlog 
at  record  levels  and 
production  scheduled  to 
double  in  the  coal 
operations,  Ashland 
Resources'  five-year 
growth  trend  of  sales  and 
profits  is  expected  to 
continue  through  1973. 


Ashland 

Oil  Canada,  Ltd. 

Ashland  Oil  Canada  set 
new  sales  and  earnings 
records.  All  operations- 
construction,  Valvoline, 
resins  and  chemicals,  oil 
and  gas— operated  at 
record  levels. 

A  substantial  portion  of  our 
Canadian  effort  is  searching 
for  and  developing  oil  and 
gas  properties  that  will 
serve  the  growing  needs  of 
our  refineries.  In  1972,  66 
net  productive  wells  were 
brought  in  and  the 
Canadian  properties  of 
Empire  State  Oil  were 
acquired.  By  year  end, 
production  was  raised 
from  15,800  to  21,800 
barrels  of  crude  per  day 
and  natural  gas  production 
was  at  a  rate  of  21 ,000 
million  cubic  feet  per  day. 


Ashland 
Exploration 

An  integral  facet  of 
Ashland's  long-term 
strategy  is  an  expanded 
oil  and  gas  exploration  and 
production  program 
throughout  the  world.  We 
are  now  producing  and 
drilling  in  all  major  U.S. 
areas,  and  have 
concessions  in  12  foreign 
countries.  A  promising 
discovery  was  made  off 
Sharjah  in  the  Persian 
Gulf.  Other  drilling 
activities  are  in  progress  in 
Indonesia.  Drilling  is 
scheduled  to  begin 
offshore  Gabon  in  late 
1972,  in  the  North  Sea  in 
mid-1973,  and  on  the  island 
of  [\/ladura  in  Indonesia, 


The  Future 

During  the  last  10  years  Ashland  Oil  sales  have  grown 
from  $320  million  to  today's  $1.8  billion;  earnings 
from  $15  million  to  $68  million;  per  share  earnings 
have  increased  at  a  compound  rate  of  9.5  percent. 
Over  the  last  five  years  alone,  production  of  crude 
oil  accruing  to  Ashland  Oil,  Inc.  has  oeen  increased 
100  percent  to  50,000  barrels  per  day. 
Today,  Ashland  is  serving  important  growth  markets 


in  an  expanding  economy.  The  company  is  well  es- 
tablished in  these  markets.  It  is  uniquely  organized 
to  meet  the  needs  of  these  markets  today  and  is  pre- 
paring to  meet  the  needs  of  tomorrow.  For  these 
reasons,  we  believe  the  outlook  for  19^3  is  bright. 

For  an  in-depth  look  at  Ashland  Oil,  write  for  a  copy 
of  our  latest  annual  report.  Ashland,  Ky.  41 101 . 


Ashland 


Ashland  Oil,  Inc.,  Ashland,  Kentucky 


Iliese  studies  may  be 
the  most  comprehensive  booics 
ever  published  about  San  Diego 
as  a  location  for  your  plant 

You  decide. 

Any  one  of  these  six  free  books  will  tell  you  just 
about  everything  you  want  to  know  about  San 
Diego  County  as  a  location  for  your  plant. 


II 


.11 


'An  analysis  of  San  Diego  County  as  an  Environment  for: 


1.  HEADQUARTERS  FACILITIES 

2.  ELECTRONICS 

3.  PLASTIC  FABRICATION 

4.  BIOMEDICAL  TECHNOLOGY 

5.  THE  APPAREL  INDUSTRY 

6.  THE  MANUFACTURE  OF  PERSONAL/ 
RECREATIONAL  CONSUMER  GOODS 

Just  drop  us  a  note  on  your  company  letterhead  indicating 
wtiich  bool(  you'd  lil(e— we'll  have  a  copy  on  the  way  to  you 
pronto. 

Write:  Ross  Spalding 

Area  Development  Manager 

Dept.  15 

San  Diego  Gas  &  Electric  Company 

P.O.  Box  1831 

San  Diego,  California  92112 

(714)  232-4252 


Men  who  must 
make  their 


make  money  readi 

Forbes:  capitalist  tool 


The  Money  Men 


possible   cost   for  the   transaction. 

Tomorrow,  America.  Next  day, 
the  world.  Already  Weeden  &  Co. 
operates  in  Europe  out  of  an  office 
in  London,  making  markets  in  list- 
ed securities  to  all  of  the  Conti- 
nental banks  and  brokers,  and  it 
is  thinking  of  moving  into  Japan. 
(Right  after  our  interview  last 
month  Don  Weeden  caught  an  air- 
plane for  Tokyo. ) 

"We  bring  our  market-making 
ability  to  Europe  during  its  day," 
says  Jack,  referring  to  the  five-hour 
time  difference  between  New  York 
and  London,  "rather  than  waiting 
until  three  in  the  afternoon.  Wee- 
den is  open  14  hours  a  day,  and 
there's  no  reason  the  market 
shouldn't  be  open  as  long  as  there 
is  a  desire  by  people  to  trade." 

Interestingly,  while  the  Weedens 
are  bullish  on  their  own  industry, 
they  are  not  very  bullish  about  the 
stock  market.  "I  don't  think  that 
the  growth  potential  for  this  coun- 
try in  the  next  15  years  will  be 
what  it  was  over  the  past  15  years," 
Don  says.  "Population  trends  are 
leveling  off,  and  those  material 
needs  and  desires  that  created 
growth  in  the  past  15  years  have 
to  a  great  extent  been  satisfied  for 
a  great  proportion  of  our  country. 

"As  far  as  the  general  public 
is  concerned,  I  think  that  people 
are  out  of  the  market  for  sounder 
reasons  than  The  Street  feels.  I 
think  that  Nixon  is  going  to  be 
faced  with  doing  something  about 
inflation  and  about  high  federal 
spending  and  about  the  adverse 
balance  of  payments.  I  think  Nixon 
could  reverse  himself  again  and 
put  us  through  a  very  tight-money 
period.  I  would  be  cautious.  I 
don't  think  Nixon's  winning  is  go- 
ing to  be  of  so  much  benefit  to 
corporations  as  people  think. 

"Bonds,  though,  look  pretty  good 
at  7%  and  8%.  Some  foreign  securi- 
ties might  be  attractive.  In  Japan, 
for  instance,  the  problems  aren't 
problems  at  all." 

Brother  John  broke  in  at  this 
point:  "We  don't  really  care  where 
the  market  is  going.  In  our  busi- 
ness we  should  be  playing  it  neu- 
tral. We  make  money  on  our  turn- 
over, not  on  market  movement.  If 
we  guess  too  much  where  the  mar- 
ket's going,  we  get  into  competi- 
tion with  our  customers." 

Some  envious  competitors  think 
of  the  Weedens  as  vultures.  Wc 
think  they  are  pretty  wi.se  birds.  ■ 
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Don^  overlook 
the  possibilities 


In  the  power  generation 
market,  three  Chemetron 
Corporation  divisions  are 
busy  with  ways  to  help 
overcome  the  energy  crisis. 

^.mT^Ji^ft  These  Chemetron  divisions 
are  Tube  Turns,  a  leader  in  specialty  piping 
components . . .  National  Cylinder  Gas,  a  major 
producer  of  industrial  gases  and  welding  and 
cutting  equipment . . .  and  Cardox,  a  highly 
respected  authority  on  engineered  systems  and 
gases  for  fire  prevention. 

Each  division  is  knowledgeable  in  the  ways  their 
products  can  cut  costs  for  fossil  fuel  or  nuclear 


plants.  Each  has  product  and  technical 
capabilities  you  can  depend  on. 

You'll  find  Chemetron  divisions  welcome 
challenges  that  stretch  the  imagination  to  find 
solutions  to  difficult  problems  or  uncommon 
needs.  Custom  service  is  one  of  their  specialties. 
And  Chemetron  is  more  than  willing  to  work 
with  you  to  overcome  stumbling  blocks  or  find 
new  ways  to  give  you  a  competitive  edge. 

Chemetron  offers  expertise  in  many  areas, 
including  food  processing  equipment;  catalysts 
for  petrochemicals;  pigments  for  plastics, 
printing  inks  and  paint;  medical  gases  and 
equipment;  chemicals  for  pollution  control. 


Don't  overlook 
Chemetron 


We  have  capabilities  you  can  use,  people  who 
want  to  help,  and  an  attitude  you'll  like  when  it 
comes  to  exploring  new  possibilities." 

Chemetron  Corporation  invites  you  to  look  into  the 
product  and  service  capabilities  offered  in  the  power 
generation  market,  as  well  as  the  many  other  markets 
we  serve.  Our  booklet,  "Possibilities,"  explains  how 
we're  organized  to  help  solve  your  problems.  Send 
for  your  copy  today.  We  know  from  experience  it 
pays  to  examine  all  the  possibilities. 

Chemetron  Corporation  can  serve  you  from  these 
operating  units:  ARC  Products  •  Cardox  •  National 
Cylinder^Gas  •  Railway  Products  •  Catalysts 
•  Inorganic  Chemicals  •  Organic  Chemicals  • 
Pigments  •  Allbright-Nell  Company  •  Meat  Packers 
Equipment  Company  •  Medical  Products  •  Tube 
Turns  •  Votator. 

For  more  information,  send  the  coupon  or  write 
Chemetron  Corporation,  Dept.  B.  111  E. 
Wacker  Drive,  Chicago,  Illinois  60601 . 


CHEMETRON 


Chemetron  Corporation 
Dept.  B 

111  E.  Wacker  Drive 
Chicago,  Illinois  60601 

I  am  interested  in  more  information  about  your 
capabilities  in  the  power  generation  market.  My  specific 
area  of  interest  is: 


D   Please  send  me 

your  booklet,  "Possibilities." 


Name: 


Title:. 


Company; 


Street  Address:. 


i 


I 


City:. 


-State: 


Zip:. 


The  Italian  Connection 

You  thought   money   was  what  banking  was  all  about?  No, 
says  Michele  Sindona,  It's  more  a  matter  of  connections. 


When  a  reporter's  questions  get 
tough,  Italian  financier  Michele  Sin- 
dona's  English  deserts  him.  But  ask 
him  what  he's  doing  with  a  control- 
ling interest  in  Franklin  National  Bank, 
and  his  answers  are  quick  and  clear. 

"I  am  going  to  make  Franklin  Na- 
tional a  great  international  bank," 
says  the  52-year-old  Sindona.  "Abroad 
it  will  be  just  the  same  as  Chase  Man- 
hattan or  First  National  City  Bank." 

Franklin  National?  The  upstart 
suburban  bank  from  New  York's  Long 
Island,  whose  $3.-5  billion  in  assets  are 
certainly  impressive  but  hardly  in  a 
league  with  Chase's  .$24.5  billion  or 
Citibank's  $29.3  billion? 

In  fact,  Franklin  is  no  champion. 
True,  it  boomed  along  with  the  quick 
growth  of  Long  Island's  commuter 
communities,  and  eight  years  ago 
moved  into  Manhattan.  But  last  year 
its  earnings  suddenly  dropped  19%, 
and  this  year  are  off  another  38%  for 
the  first  nine  months.  The  trouble? 
Sharply  rising  costs  on  the  expansion 
into  Manhattan.  Plus  losses  on  loans 
and  an  overdependence  on  interest- 
bearing  savings  deposits  during  a  pe- 


riod of  declining  interest  rates  on  loans. 
In  short,  poor  management. 

Yet,  Michele  Sindona  laid  out  840 
million  in  cash  last  summer,  25%  more 
than  the  going  market  value,  for  a 
2L7%  controlling  interest  in  Franklin 
National.  What  has  he  got  up  his 
immaculately  tailored  slee\e? 

"Banking,"  says  Sindona,  folding 
pieces  of  paper  into  tiny  crowns  as 
he  talks,  "is  a  matter  of  connections. 
That's  what  is  behind  the  manage- 
ment changes  at  Chase  Manhattan. 
They  didn't  know  the  right  people.  I 
have  personal  connections  in  aU  im- 
portant financial  centers.  Those  who 
do  business  with  Michele  Sindona  will 
do  business  with  Franklin  National." 

Americans  may  ask:  W^o  is  Sin- 
dona anyway?  Italians  would  know. 

In  Italy,  a  financial  legend.  A  poor 
Sicilian  by  birth,  a  lawyer  by  train- 
ing, Sindona  in  a  decade  became  one 
of  Italy's  top  investment  bankers.  His 
Banca  Privata  Finanziaria,  bought  in 
1962  with  the  proceeds  of  real  estate 
speculation,  has  grown  in  assets  from 
$20  million  to  $1  billion.  His  clients 
include  the  \'atican,  his  partners  Con- 


tinental Illinois  of  Chicago,  Gulf  & 
Western,  London's  Hambros  Bank. 

Sindona  also  has  banks  in  Geneva 
and  Sicily,  controls  a  Luxemboiurg 
mutual  fund  and  owns  a  third  of 
Societa  Generale  Immobiliare  ($300 
million  assets),  the  Rome-based  real 
estate  company  that  built  Washing- 
ton's Watergate  apartments.  He  also 
controls  three  other  U.S.  firms,  Ox- 
ford Electric,  Argus  and  Interphoto. 
His  admitted  worth:  $100  million. 

What  made  his  success?  Italian- 
style  banking  is  different  from  Ameri- 
can. Combining  legal  work  and  con- 
sulting with  banking,  Sindona  took 
part  directly  in  business  deals,  mostK' 
in  secret.  Press  him  about  his  asso- 
ciates and  he  replies:  "In  Italy  I  would 
go  to  jail  if  I  disclosed  any  informa- 
tion about  my  clients."  Of  his  known 
clients,  however,  not  all  were  happy 
with  Sindona. 

In  1965  Sindona  acted  as  middle- 
man for  Celanese  Corp.  to  buy  a  $31- 
inillion  plant  in  Sicily  to  turn  eucalyp- 
tus trees  into  pulp  for  the  European 
box  market.  But  the  trees  were  not 
good  for  pulp,  and  in  1968  Celanese 
took  a  $40-million  write-off. 

It  was  the  same  with  Cmcible 
Steel.  In  1959  Sindona  talked  Cru- 
cible into  buying  a  specialty-steel  op- 
eration in  Milan,  and  was  Crucible's 
financial  adviser  and  lawyer  in  Itah- 
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A  Winner?  "\  didn't  lose  mon- 
ey here,"  says  Sindona,  "but  I 
made  less  than  I  had  forecast." 


until  the  plant  was  closed  and  the 
operation  terminated.  "It  was  a  ter- 
rible deal  for  Crucible,"  says  Daniel 
Porco,  then  Crucible's  international 
vice    president    and    now    Sindona's 


chief  aide  in  the  U.S.  The  mill  was 
too  small,  so  Crucible  built  another, 
but  that  never  worked.  "It  just 
spewed  out  junk,"  says  Porco. 

What  happens  when  Sindona  in- 
vests some  of  his  own  cash  in  a  deal? 
Take  Libby,  McNeill  &  Libby.  In 
1963  Sindona  and  the  Banque  de 
Paris  et  des  Pays-Bas  joined  forces  in 
a  tender  otter  to  buy  a  controlling 
19%  of  Libby's  stock.  Their  idea  was 
to  take  i^art  in  Libby's  move  into  Eu- 
rope where  Sindona  had  a  marketing 
organization.  Only  there  was  a  hitch. 
"I  didn't  know,"  says  Sindona,  "that 
Nestle  already  had  a  large  block  of 
Libby."  Nestle  Alimentana  opposed 
Sindona,  went  to  the  stock  market 
and  enlarged  its  holdings  from  5%  to 
19%.  After  running  Libby  for  four 
years  in  an  uneasy  Triple  Alliance, 
Sindona  sold  out  to  Nestle  for  approx- 
imately the  same  price  he  had  paid. 

Sindona  still  has  about  $2  million 
invested  in  Oxford  Electric,  Argus  and 
Interphoto.  In  January  Oxford  tried 
to  sell  four  subsidiaries  to  Interphoto. 
Oxford  needed  cash  to  coxer  $7  mil- 
lion in  debts  run  up  by  Uranya,  its 
subsidiary.  Uranya,  an  Italian  manu- 
facturer of  color  TV  sets,  owed  the 
money  to  a  Milan  bank  controlled  by 
Sindona.  Follow  it?  Don't  feel  bad 
if  you  don't.  The  American  Stock  Ex- 
change suspended  trading  in  all  three 


U.S.     companies     for    two     days     to 
straighten  things  out. 

In  October  Sindona  agreed  to  pay 
Oxford  $4.8  million  for  Uranya.  "I 
wanted  to  make  Oxford  shareholders 
happy,"  he  says,  adding  candidly: 
"I  couldn't  permit  a  bankruptcy  in 
one  of  my  companies  in  Italy." 

Sindona  has  had  one  success  in 
the  U.S.  In  1964  Sindona  paid  $9.4 
million  for  22%  of  Brown  Corp.,  the 
New  England  pulp  firm.  His  plan 
was  to  enlarge  Brown  by  expanding 
into  the  European  tissue  market  and 
by  acquisition.  Brown  never  did  well 
in  Europe,  but  it  did  buy  KVP  Suther- 
land, and  in  two  years  Brown's  stock 
shot  from  16  to  27.  "Shortly  after 
Sindona  sold  out,"  says  Frank  Peter- 
son, who  was  named  by  Sindona  as 
Brown's  president.  "Sindona  got 
double  what  he  paid.  I  only  heard 
about  it  after  the  decision  was  made. 
I  felt  like  a  man  who  finds  his  wife  is 
sleeping  with  someone  else." 

As  far  as  getting  in  and  getting  out 
is  concerned,  Sindona  says  his  Frank- 
lin deal  is  the  real  thing.  It's  forever. 

"My  investment  in  Franklin  is  per- 
manent," says  Sindona,  folding  another 
paper  crown.  "I  will  raise  hundreds 
of  millions  in  deposits  for  Franklin 
from  my  friends  abroad. 

"You  must  believe  in  me,"  he  adds 
sincerely.  "I  only  tell  the  truth."  ■ 


Although  they  measured  in  at  a  compact  10"x8V2"x3V8;' 
these  beautiful  new  Victor  Series  1900  calculators  are 
prodigies  capable  of  the  most  sophisticated  calculations. 

Each  offers  sequential  mathematics,  automatic 
constants,  automatic  decinaal  with  round-off,  quick  compu- 
tation of  net  amount  (after  discount  and  sales  tax)  and 
automatic  punctuation.  Also,  four  functions  plus  a  special 
key  for  automatic  percentage  answers. 

One  model  has  an  accumulating  memory  register;  the 
other  doesn't.  Both  low  silhouette  models  have  a  convenient 
protective  keyboard  cover.  And  each  is  color  coordinated 
to  match  the  other  electronic  calculators 
in  our  growing  Victor  family. 
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There  are  Victor  calculators  to  match  your  every 
figurework  requirement.  Display  models  or  printers.  With 
or  without  square  root.  One  or  two  accumulating  memories; 
or  simplex.  Printers  that  convert  into  high-speed  adding 
machines.  Personal  pocket-sized  calculators. 

All  made  in  America  by  America's  foremost  producer 
of  desk-top  figuring  machines  since  1918.  And  backed  by 
the  largest  sales  and  service  organization  in  the  United 
States.  We're  as  near  as  your  local  Yellow  Pages. 
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Victor  Comptometer  Corporation,  Chicago,  III.  60618.  Also:  Gait,  Ontario,  Canada,  and  Zurich,  Switzerland. 


A  Marriage  Made  in  Bloomfield 

Concerning  the  Memphis  Belle,  the  Prussian 
Oberleutnant    and    their    long    honeymoon. 


In  an  industry  where  mergers  are 
the  rule,  the  one  they  put  together  in 
Bloomfield,  NJ.  in  January  1971  still 
stands  out.  The  industry  is  health 
care,  the  merger  is  Schering-Plough, 
and  the  competition  is  tough:  Bristol- 
Myers,  Richardson-Merrell  and  Warn- 
er-Lambert, among  others.  But  $500- 
million-sales  Schering-Plough  has 
been  growing  faster  than  all  its  hy- 
phenated cousins— faster  than  all  oth- 
er large  health-care  companies  since 
it  was  formed— with  an  average  year- 
ly earnings  increase  of  21%  over  the 
past  two  years.  Return  on  equity  av- 
eraged 27/2%,  and  the  company's  stock 
at  a  recent  135  was  in  the  clouds  with 
an  earnings  multiple  of  46.  Wall 
Street  thinks  the  honeymoon  continues. 

But  the  groom,  as  personified  by 
Willibald  Hermann  (Con)  Conzen, 
59,  the  former  head  of  Schering  and 
now  Schering-Plough,  is  not  so  sure. 

The  tall,  erect  Conzen  was  the' 
architect  of  the  merger.  Conzen,  a 
graduate  of  Kaiserin  Augusta  Gym- 
nasium in  Koblenz,  West  Germany, 
came  to  Schering  from  its  former  Ger- 
man parent,  Schering  A.G.  He  was 
with  Schering  in  1952  when  the  U.S. 
company,  which  had  been  seized  dur- 
ing World  War  II,  was  sold  to  the 
U.S.  public.  Conzen  took  over  in  1966 
as  president  and  CEO. 

More  than  anything,  Conzen  attri- 
butes   the    merger    to    the    personal 


chemistry  between  himself  and  Abe 
Plough,  now  80,  founder  and  builder 
of  Memphis-based  Plough,  Inc.  As  he 
tells  it:  "Abe  was  getting  on  and  had 
no  immediate  family.  And  both  of  us 
are  mortal.  He  was  a  strong  central 
figure  with  100%  control,  and  he  ^ 
wanted  to  pass  his  company  on  to 
someone  with  great  management 
strength,  but  not  to  someone  who 
was  so  big  that  his  company  would 
disappear  like  a  fifth  wheel." 

Do  opposites  attract?  Abe  Plough, 
who  started  in  business  as  a  medi- 
cine man,  and  the  methodical,  con- 
servative Conzen?  Plough,  the  ag- 
gressive acquirer,  primarily  interested 
in  things  to  sell,  and  Conzen's  pharma- 
ceutical company,  whose  lifeblood 
was  the  products  developed  with  its 
research  and  development? 

Perhaps  so.  But  if  they  do,  it  is 
because  the  opposite  pieces  of  these 
two  companies  complement  one  an- 
other, and  Conzen  is  seeing  to  it  that 
they  mesh  instead  of  clash. 

Schering's  great  strength  was  in 
ethical  drugs  (those  promoted  to  the 
professions  rather  than  to  the  gen- 
eral public,  though  some  may  be  sold 
without  prescription),  such  as  the 
cold  medicine  Coricidin,  the  antihis- 
tamine Chlor-Trimeton  and  the  anti- 
biotic Garamycin  (gentamycin),  used 
against  urinary  tract  infections.  It 
was  not  primarily  a  marketing  com- 


German-Born  "Con"  Conzen  rose  through  overseas  operafions  to  head  Schering. 


pany,  and  had  only  a  small  position 
in  proprietaries  (drugs  advertised  to 
the  general  public).  Plough  was  the 
master  marketer  of  proprietaries  like 
the  antacid  Di-Gel  and  St.  Joseph 
Aspirin  for  Children,  of  consumer 
products  like  Maybelline  cosmetics 
and  the  Coppertone  line  of  summer 
products,  and  of  household  products 
like  the  DAP  line.  Plough's  attempts 
to  go  overseas  had  been  late  and  in- 
differently successful;  Schering  did 
nearly  half  of  1970's  business  abroad. 

So,  says  Conzen,  "with  one  blow 
we  diversified  with  a  diversified  com- 
pany." 

Everything  but  New  Products 

Conzen  figures  now  he  has  just 
about  finished  meshing  the  parts.  He 
has  transferred  Schering's  proprietar- 
ies to  Memphis,  sold  two  of  Plough's 
marginal  operations,  broadened  May- 
belline's  cosmetics  line  and  market 
penetration,  hired  management  con- 
sultants Cresap,  McCormick  &  Paget 
to  help  fit  the  managements  together. 

He  has  also  just  completed  a  plant 
in  Manati,  Puerto  Rico  that  will 
manufacture  all  of  the  company's 
gentamycin  and  reap  the  benefits  of 
that  territory's  tax  holiday  on  unre- 
patriated  earnings.  J.F.  Harvey,  S-P's 
vice  president  and  treasurer,  says 
that  will  be  worth  "several  percentage 
points"  in  overall  tax-rate  savings  next 
year.  Each  percent  saved  means  near- 
ly $1  million  of  aftertax  earnings,  or 
close  to  4  cents  a  share. 

With  the  reorganization  under  his 
belt,  with  his  operating  margins  at  an 
all-time  high,  and  with  those  savings 
in  sight  for  1973,  what  is  Conzen 
worried  about?  It  is  not  just  his  in- 
ability to  combine  the  overseas  mar- 
keting of  the  two  companies,  because 
Plough  is  tied  up  with  others  in  com- 
mitments it  may  take  years  to  break. 
What  worries  Conzen  most  is  the  ma- 
turity of  his  Garamycin  markets. 
Garamycin  was  introduced  in  1966, 
and  this  year  its  sales  will  probably 
approach  $90  million,  nearly  half  the 
two  companies'  growth  for  the  period. 
"That  penetration  has  to  slow,"  Con- 
zen warns,  maybe  next  year. 

On  a  much  bigger  sales  base,  thai 
translates  to  much  slower  corporate 
growth;  and  Conzen  predicts  that 
after  the  benefits  of  Puerto  Rico  are 
realized  it  will  also  mean  lower  op- 
erating margins.  Unfortunately,  there 
are  no  new  products  coming  out  of 
S-P's  laboratories  yet  to  take  up  the 
slack.  Therefore,  while  Schering- 
Plough  is  likely  to  remain  one  of  the 
most  profitable  companies  around,  it 
is  unlikely  to  grow  the  way  it  has. 

But  if  the  end  of  Conzen's  honcN- 
moon  may  be  in  sight,  the  marriage 
figures  to  be  a  long  and  happy  one.  ■ 
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With  its  December  9th  issue,  TV  GUIDE 
becomes  the  fourth  magazine  in  publish- 
ing history  to  carry  more  than  $100  million 
(PIB)  in  annual  advertising  revenue. 

Advertiser  confidence  is  not  for  sale.  It 
has  to  be  earned. 

At  a  time  when  every  advertising  dollar 
has  to  work  harder,  more  of  them  are  being 
spent  in  TV  GUIDE  because  we  work  harder. 
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Divide  and  Conquer 

Eastern  Stainless  went  from  steel  to  diversification. 
Now,  via  spinoff,  it's  both.  A  failure  for  syner- 
gism, but  perhaps  not  for  the  two  new  companies. 


Alongside  the  main  entrance  to  the 
Baltimore  headquarters  of  Eastern 
Stainless  Steel  Co.  hangs  this  framed 
quotation:  "On  the  threshold  of 
victory  they  sat  down  to  wait  and, 
waiting,  they  died." 

During  the  late  Sixties  the  company 
diversified  away  from  steel  and  into 
other  metals  and  engineering  services, 
changing  its  name  to  Easco  to  express 
the  new  identity.  It  sat  through  five 
years  of  rapid  growth  waiting  for  in- 
vestors to  notice  its  victory.  They 
rarely  did,  and  then  only  to  dismiss 
Easco  as  another  lackluster  steel  com- 
pany. In  1970,  despite  a  return  on 
equity  of  12.2%  (industry  median: 
5.3%)  and  a  five-year  earnings  growth 
rate  of  16%  a  year,  Easco's  price/ earn- 
ings ratio  never  got  above  11.  Steel 
didn't  contribute  much  more  than  20% 
of  total  revenues,  but  steel's  poor 
stock  market  image  tarnished  every- 
thing else.  And  maybe  investors  were 
right  in  not  bidding  up  the  price:  In 
1971  price-cutting  overtook  the  stain- 
less-steel business  and  Easco's  earn- 
ings dropped  26%,  to  $1.51  per  share, 
on  sales  of  $196  million. 

This  past  summer  Easco's  board, 
under  Chairman  John  M.  Curley  Jr., 
decided  they  had  waited  long  enough. 
They  would  make  something  happen 
by  spinning  off  the  three  steel-related 
businesses  in  the  form  of  a  new  com- 
pany to  be  named  Eastmet.  All  East- 
met  shares  were  to  be  distributed  to 
Easco  shareholders.  The  Easco  name 
would  be  retained  as  an  umbrella  for 


the  hand  tool,  aluminum  products 
and  engineering  and  architectural  ser- 
vices divisions.  On  Nov.  8  the  spinoff 
became  eff^ective  and  Eastmet  was  on 
its  own,  back  where  it  started  five 
years  ago. 

As  chairman  of  Eastmet,  John  Cur- 
ley, too,  was  back  where  he  started: 
at  the  steel  mill.  Instead  of  overlook- 
ing the  Baltimore  skyline  from  the 
21st  floor  of  a  downtown  highrise,  he 
had  a  view  of  a  railroad  siding.  In- 
stead of  the  new  Easco's  pro-forma 
earnings  of  $1.07  on  1971  sales  of 
$112  million,  Eastmet  started  off  al- 
ready 44  cents  per  share  in  the  hole, 
after  absorbing  the  write-off  of  a 
South  African  metals  company.  All 
told,  it  might  seem  like  a  one-way 
ticket  to  the  minor  leagues  for  a  man 
who  is  still  a  few  weeks  short  of  his 
39th  birthday. 

Curley  doesn't  think  so.  "I  know 
what  you're  going  to  ask  me,"  he 
told  a  Forbes  reporter.  "What  kind  of 
a  nut  would  take  this  job?"  As  part  of 
the  answer  he  enthusiastically  shows 
off  his  steel  mill,  pointing  out  recent 
improvements  like  the  argon-oxygen 
furnace,  describing  changes  yet  to 
come.  "By  1974  we'll  have  a  con- 
tinuous casting  process  in  here  that 
will  increase  our  tonnage  by  40%,"  he 
explains.  "It  takes  a  lot  of  capital  to 
do  that.  When  we  were  part  of  Easco, 
the  board  had  to  direct  investments 
to  areas  with  the  highest  return.  It 
was  our  responsibility  to  the  stock- 
holders. But  where  did  that  leave  the 


Shinier  Merchandise?  Ever  wish  you  could  buy  stocl(  in  the  part  of  a 
company  with  the  brightest  market  image  and  ignore  the  rest?  Easco, 
by  spinning  off  its  steel  business,  has  now  given  investors  that  choice. 


stainless  mill?  In  ten  years  it  would 
be  nothing  but  a  pile  of  tin." 

Loyalty  to  his  late  father,  who 
founded  the  company  in  1945,  un- 
doubtedly influenced  Curley's  decision 
to  stick  with  steel,  but  it  is  an  en- 
lightened loyalt>'.  "If  I  hadn't  taken 
it,  it  would  have  looked  as  if  we  were 
discarding  the  company,  and  it's  a 
viable  business.  Last  year  we  shipped 
13%  more  tons  than  in  1970,  but  price 
erosion  meant  we  were  giving  away 
one  ton  out  of  eight.  With  the  new 
import  quotas,  prices  are  coming  back. 

"Stainless  isn't  being  replaced  like 
basic  steel— it's  being  used  in  more 
ways  all  the  time.  Our  plate  goes  into 
breweries,  chemical  plants,  air  pollu- 
tion equipment,  hospital  equipment, 
food  service  machinery.  Many  people 
in  the  steel  business  only  want  to  talk 
about  what's  wrong;  a  lot  of  things 
are  right  about  it  too.  Industry  growth 
should  easily  be  around  8%  a  year." 

Meanvfhile,  Back  at .  .  . 

That  may  be  good  for  steel,  but  it's 
nowhere  near  the  growth  rate  that 
Easco's  new  chairman,  white-haired, 
patrician  Edward  J.  Donnelly,  fore- 
sees for  his  group  of  companies, 
which  last  year  generated  68%  of  cor- 
porate pretax  profits  on  42%  of  sales. 
"We're  looking  for  internal  growth  of 
12%  a  year,"  says  Donnelly.  "And 
that's  without  any  external  expansion. 
When  Easco  was  under  the  shadow 
of  the  steel  image  it  was  impossible 
to  get  equity  money  at  our  8-to-lO 
ratio  without  dilution,  nor  could  we 
acquire  the  type  of  companies  we 
wanted.  Between  1967  and  1970 
Easco  added  12  new  companies;  last 
year,  only  one.  The  spinoff  was  the 
only  way  we  could  think  of  to  give 
both  companies  a  fair  chance." 

Donnelly  plans  to  extend  Easco's 
hand  tool  market  beyond  the  present 
confines  of  its  exclusive  commitment 
to  Sears,  Roebuck.  He  also  expects 
rapid  growth  of  the  engineering  and 
architectural  services  group,  which 
last  year  (restated)  pulled  in  21%  of 
pretax  profits  on  9%  of  sales.  An  en- 
gineer himself,  Donnelly  came  to 
Easco  through  the  1969  merger  with 
engineering  and  architectural  con- 
sultants J.E.  Greiner  Co.  He  feels  op- 
timistic that  the  demand  for  rapid 
transit,  airports  and  other  urban  ser- 
vices will  substantially  boost  the  di- 
vision's volume. 

Even  if  this  particular  prediction 
does  not  materialize,  the  future  looks 
bright  for  both  Eastmet  and  Easco. 
No  longer  tied  to  each  other,  each 
should  be  in  a  better  position  to  at- 
tract capital  and  to  grow  with  it.  As 
in  a  three-legged  race,  this  may  Ik*  a 
case  where  the  whole  was  less  than 
the  sum  of  its  parts.  ■ 

FORBES,   DECEMBER    1,    1972 


A  Plague  of  Troubles 

"A"  is  for  aluminum,  whicti  spells  big  trouble  for  Martin  Marietta. 


Martin  Marietta  Corp.  has  had  its 
share  of  hard  luck.  It  grew  out  of 
the  postwar  ruins  of  the  once  mighty 
Glenn  L.  Martin  aircraft  company.  It 
later  merged  with  a  construction  ma- 
terials conglomerate,  American  Mari- 
etta, and  finally  took  over  a  good- 
sized  aluminum  company.  During 
these  years  the  building  materials 
business  turned  soft,  the  space  pro- 
gram—on which  Martin  Marietta  had 
rebuilt  its  aerospace  operations— was 
cut  way  back,  and,  finally,  aluminum 
sank  into  virtually  profitless  prosperity. 
This  year  George  M.  Bunker,  now 
64,  the  man  who  put  all  this  togeth- 
er, handed  the  operating  reins  to  a 
long-time  aide,  J.  Donald  Rauth.  In 
spite  of  this  succession  of  problems, 
Martin  Marietta  remained  quite  prof- 
itable under  Bunker.  Although  sales 
this  year  won't  be  noticeably  higher 
than  they  were  a  decade  ago,  per- 
share  earnings  xoill  be  higher:   about 


$2.25,  a  very  satisfactory  return  of 
13%  on  stockholders'  equity.  But  Bun- 
ker never  was  able  to  get  everything 
running  smoothly  at  the  same  time. 

In  turning  the  chief  executive's  post 
over  to  Rauth,  Bunker  did  an  un- 
usual thing:  He  himself  took  over  run- 
ning the  ailing  aluminum  operation. 

The  rest  of  the  business  has  rarely 
been  healthier.  The  aerospace  divi- 
sion is  keeping  busy  with  a  rising 
level  of  contracts  for  the  Viking  Mars 
lander.  The  cement  operation,  fifth- 
biggest  in  the  U.S.,  is  running  full 
out.  But  aluminum  is  a  real  mess. 

In  1969  Martin  Marietta  bought 
control  of  the  old  Harvey  Aluminum 
from  the  controlling  Harvey  family. 
The  Harveys  picked  a  beautiful  time 
to  sell.  Bunker  picked  a  bad  time  to 
buy.  He  paid  for  Harvey  with  a  pack- 
age of  cash  and  stock  valued  at  near- 
ly $200  million.  A  California  compa- 
ny, Harvey  is  the  fifth-largest  alumi- 


num company  in  the  U.S.,  but  it  had 
the  misfortune  to  be  heavily  depen- 
dent on  Government  business.  To 
make  it  a  viable  company,  Martin 
Marietta  has  had  to  pour  huge  sums 
into  it.  Faced  with  similar  problems 
last  month,  Olin  Corp.  announced  it 
was  going  to  sell  its  big  aluminum  op- 
eration, and  wrote  oft  $80  million. 

And  the  end  is  not  yet  in  sight.  At 
the  moment,  aluminum  prices  are  low 
and  the  operation  is  only  marginally 
in  the  black.  Meanwhile,  Martin 
Marietta's  debt  has  soared  from  about 
$65  million  to  nearly  $300  million. 
Right  now,  George  Bunker  has  just 
negotiated  an  extension  on  $53  mil- 
lion in  bank  loans  from  a  group 
headed  by  the  Bank  of  America. 

Musing  on  these  problems,  Rauth 
says:  "We  have  our  opportunities  in 
aluminum.  .  .  .  All  we  have  to  do  now 
is  wait  for  the  prices,  which  we  don't 
control,  to  go  back  up."  ■ 


How  Fast  Can  You  Run  with  a  Wooden  Leg? 

Although  demand  for  home  furnishings  is  at  record  levels,  the  industry  may  smother  in  its  own  prosperity. 


It  takes  seven  days  for  an  Apollo 
rocket  to  reach  the  moon  and  return 
to  earth.  It  takes  seven  times  that 
long,  at  least,  for  a  piece  of  furniture 
to  reach  the  consumer  who  orders  it 
from  an  ordinary  retail  store.  Until  a 
few  years  ago,  there  were  only  two 
things  the  consumer  could  do:  grin 
and  bear  it,  or  frown  and  bear  it. 
Now,  he  can  make  his  selection  at  a 
warehouse-showroom— and  take  deliv- 
ery on  the  spot. 

The  warehouse  concept  itself  is  a 
huge  success.  Never  mind  that  sorne 
of  the  biggest  people  on  Wall  Street 
made  fools  of  themselves  by  acting 
as  though  Levitz  had  a  patented 
monev    machine:    The   basic   idea   is 


sound.  So  much  so  that  other  retail- 
ers are  rushing  to  build  new  stores  or 
convert  existing  stores  into  "instant 
furniture"  stock  and  showrooms. 

Furniture  is  an  industry  of  around 
5,000  companies,  60%  of  them  with 
20  or  fewer  employees.  Few  compa- 
nies have  the  production  capacity  to 
fill  up  all  the  warehouses  being  built. 
Increasingly,  those  manufacturers  who 
are  big  enough  are  tempted  by  the 
economies  of  scale  involved  in  ship- 
ping to  the  mass  merchandisers  like 
Levitz  and  Wickes.  Which  means  that 
smaller  merchants  must  turn  mainly 
to  smaller  manufacturers. 

The  result  is  a  year  in  which  con- 
sumer buying  was  so  strong  that  pros- 


perity spread  through  the  entire  in- 
dustry. Shipments  are  expected  to  hit 
$5.9  biUion,  20%  above  1971. 

In  addition  to  warehouse  orders, 
other  factors  too  have  helped  this 
year's  growth  in  volume.  Increased 
consumer  confidence  and  spending, 
more  housing  starts  and  population 
mobility  all  play  their  part.  "If  you 
can't  make  money  now,"  says  one  man- 
ufacturer, "you  better  get  out  of  the 
business."  Kroehler,  the  country's  larg- 
est producer  of  upholstered  furniture, 
doubled  its  net  income  for  the  40 
weeks  ended  Oct.  8,  1972,  with  earn- 
ings for  this  period  growing  from  $1.04 
to  $2.06  per  share.  Bassett,  the  volume 
leader  in  wooden  furniture,  lifted  nine- 


Top-Heavy?  hAass  merchandising  has  boosted  furniiure  sales.  If  ihe  pipeline  clogs,  it  is  the  suppliers  who  will  be  hurt. 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation 
of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


November  16, 1972 


250,000  Shares 


Common  Stock 

(11  Par  Value) 


Price  ^14.50  Per  Share 


Copies  of  the  Prospectus  may  he  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  undersigned  or  other 
dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith    Bateman  Eichler,  Hill  Richards 

Incorporated  Incorporated 

duPont  Glore  Forgan        Goldman,  Sachs  &  Co.        Kidder,  Peabody  £f  Co. 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis     Salomon  Brothers     Wertheim  &  Co.,  Inc. 

Incorporated 

Dean  Witter  &  Co.  Bache  &  Co.  E.  F.  Hutton  &  Cdmpany  Inc. 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Shearson,  Hammill  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.  Clark,  Dodge  &  Co.  Dain,  Kalman  &  Quail 

Incorporated  Incorporated 

Dominick  &  Dominick,  Eppler,  Guerin  &  Turner,  Inc. 

Incorporated 

Faulkner,  Dawkins  &  Sullivan       Robert  Fleming       McDonald  &  Company 

Securities  Corp.  Incorporated 

Piper,  JaflFray  &  Hopwood  The  Robinson-Humphrey  Company,  Inc. 

Incorporated 

L.  F.  Rothschild  &  Co.     Shields  Securities  Corporation     Walston  &  Co.,  Inc. 


Crowell,  Weedon  &  Co. 
Shuman,  Agnew  &  Co.,  Inc. 


Mitchum,  Jones  &  Templeton 

Incorporated 

Sutro  &  Co. 

Incorporated 


Hey,Ted  Bates 

Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  39%  more 
corporate  officers  read  FORBES  regularly  than 
read  BUSINESS  WEEK. 


Source:  Erdos  and  Morgan,  Inc.  1/72. 


month  sales  15%  over  the  levels  for 
the  same  period  of  1971.  Not  all  the 
major  producers  have  benefited  to  the 
same  degree.  "Mass  merchandisers 
have  not  increased  bedding  sales  in 
the  same  way  as  regular  furniture," 
notes  John  L.  Hurst,  executive  vice 
president  of  Simmons,  the  $313-mil- 
lion-sales  mattress  and  bedding  mak- 
er. "But  the  showroom  displays  do  en- 
courage consumers  to  buy  better  mer- 
chandise." About  30%  of  Simmons' 
^  sales  in  these  outlets  comes  from  its 
top-of-the-line  Beautyrest  brand. 

But  is  business  really  as  good  as  it 
looks?  John  McDowell,  an  analyst 
with  Richmond's  Wheat,  First  Securi- 
ties, has  a  few  doubts:  "Over  the 
past  12  to  18  months  the  industry  has 
gone  from  famine  to  feast.  The  step 
beyond  feast— to  gluttony— is  very 
small.  Americans  always  overdo 
things.  Remember  the  bowling  craze? 
Eventually  there  are  going  to  be  too 
many  Levitz-type  showrooms." 

P/Z/ng  Up 

There  are  other  negatives,  too. 
Phase  2  price  controls  have  squeezed 
some  manufacturers'  profits  between 
the  rising  costs  of  labor  and  raw  ma- 
terials. Furniture  stockpiling  by  the 
warehousers  is  building  to  levels  that 
one  analyst  describes  as  "an  inventory 
time  bomb."  Factory  orders  greatly 
exceed  retail  sales,  as  buyers  place  or- 
ders with  two  or  three  difl^erent  manu- 
facturers to  insure  on-time  delivery. 

Even  on  firm  orders,  the  long  pro- 
duction runs  needed  by  volume  sellers 
are  a  safe  commitment  only  while  sales 
continue  strong.  Should  business  slack- 
en, warehousers  can  cut  their  own 
losses  by  cancelling  the  undelivered 
part  of  a  given  run.  Orders  which  look 
as  solid  as  oak  now  would  then  be 
worth  less  than  a  handful  of  sawdust. 

So  far,  the  furniture  industry  has 
been  forced  by  its  own  anachronistic 
production  methods  to  play  this  game 
of  Russian  roulette.  Wood  or  wood- 
frame  furniture  is  not  easy  to  auto- 
mate. The  logical  alternative,  plastic, 
is  still  spurned  by  manufacturers  and 
consumers  of  the  Mediterranean  and 
Early  American  styles  which  account 
for  the  majority  of  new  furniture  sales. 
So  an  avalanche  of  Plastic  Colonial 
would  be  no  satisfactory  answer,  but 
it  is  clear  that  something  will  have  to 
change.  If,  as  predicted,  consumer 
demand  remains  strong  enough  to  en- 
sure an  8%  to  10%  annual  growth  rale 
for  the  industry  through  1975,  the  ef- 
fect of  the  warehouse-showrooms  may 
be  a  lot  more  significant  than  it  is 
now.  It  may  end  up  giving  funiilurc 
makers  a  much-needed  kick  in  the 
pants,  propelling  them  inlo  mergers, 
consolidation,  ralionali/.ed  production 
—in  short,  into  the  20lh  century.  ■ 
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IMAGINATION  IN  RESOURCE  UTILIZATION,  TWELFTH  IN  A  SERIES 

Who  ever  thought 
of  making  lumber 
from  pulpwood? 


Small  logs  which  are  traditionally  converted  into 
chips  and  used  for  papermaking  are  called  pulpwood. 
Until  recently,  this  was  about  the  only  use  for 
small  logs. 

But  now,  through  a  little  ingenuity,  Georgia-Pacific 
is  converting  an  increasing  amount  of  pulpwood 
into  high-grade  dimensional  lumber  anS  wood  chips 
which  are  far  more  valuable  than  wood  chips 
alone.  This  results  in  better  utilization  of  our  forest 
resources.  And,  at  the  same  time,  helps  us  meet 
the  increasing  demand  for  lumber. 

For  this  process,  we're  using  a  new,  high  speed 
combination  lumber  and  wood  chip  manufacturing 
system.  In  regular  sawmills,  a  carriage  takes  the  log 
through  the  band  saw  several  times,  first  to  remove 
the  slab  (the  rounded  sections  of  the  log).  Then 
the  carriageVeturns  the  log  through  the  saw  cutting  it 
Into  lumber.  But  in  our  new  sawmill  operation,  the 
carriage  takes  the  log  through  a  chipping  headrig. 


In  one  pass,  chipping  heads  on  all  four  sides  remove 
everything  not  to  be  made  into  lumber  and  convert  it 
into  chips.  After  the  log  passes  through  the  chipping 
headrig,  it  goes  through  a  series  of  saws  that  cut 
it  into  several  pieces  of  dimensional  lumber.  The  entire 
operation  is  quick,  efficient,  and  profitable. 

We  call  this  process  the  "small  log  concept." 
It's  a  very  simple,  low  cost  process  that  makes  better 
use  of  our  timber  resources;  but  more  important, 
it  makes  pulpwood,  a  plentiful  resource,  much  more 
productive. 

This  is  another  way  imagination  pays  for 
Georgia-Pacific.  And  for  you. 


GEORGIA-PACIFIC,  IMAGINATION 

is  an  informative  review  of  the  Company's  extensive  corporate, 
financial  and  community  advertising  program  depicting  the  full 
range  of  G-P's  "Imagination"  efforts.  Mail  the  coupon  for  your  free 
copy.  No  obligation,  of  course. 
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Georgia-Pacific  Corporation 
Dept.  7-12 
900  8.  W.  Fifth  Ave. 
Portland,  Oregon  97204 
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Georgia-F%icific 


PRODUCTS  NOW  AND  FORESTS  FOREVER 


G+W  spdls  out  new  profit 
diitieiisi(His  in  fiscal  '72 


Gulf  4-  Western  is  stronger  today 
than  ever  before.  Financially, 
managerially,  operationally. 
Net  earnings  from  opera- 
tions in  fiscal  1972  were  up  26 
percent  to  an  all-time  high  of 
$69.6  million.  Sales  hit  a  record 
of  $1.67  billion.  Earnings  per  share 
were  $3.31  versus  $2.61  in  fiscal  1971. 
The  momentum  of  fiscal  1972  has  carried  into 
1973  and  we  are  headed  for  another  record  year. 
Our  plans  are  working.  In  Stage  I,  G  +  W  de- 
veloped a  broad,  solid  base  of  resources  and 
management.  Now,  in  Stage  II,  we're  concentrat- 
ing on  the  five  big  growth  areas  that  make  up 
that  base.  Consumer  Products  +  Services  + 
Leisure  -f  Natural  Resources  +  Industrial 
Markets  equal  Fast  Growth  and  Flexibility  in 
Asset  Management. 

That's  why,  at  Gulf+  Western,  the  future  is 
working  for  us  now. 


For  your  copy  of  our  new  Annual  Report 
covering  Fiscal  '72,  please  write:  Dept.  of  Inves- 
tor Relations,  Gulf  +  Western  Industries,  Inc., 
1  Gulf  +  Western  Plaza,  New  York,  N.Y.  10023. 

Gulf+Westem 
STAGE  n 


The  communities  of  tlie  future 
deserve  the  communications 

of  the  future. 


A  whole  new  world  of  com- 
munications based  on  catv 
cable  tecnnology. 

With  cable  equipment  linking 
your  home  to  information 
centers  all  over  the  country. 
With  fire-and-theft  detection 
equipment  that's  connected 
directly  to  your  local  fire  and 
police  stations.  With  new 
methods  of  home  management, 
that  can  let  you  pay  bills  elec- 
tronically or  even  do  your 
shopping  through  your  TV  set. 
And  with  a  wealth  of  new 
sources  of  educational 
information  and  entertainment. 

Improved  CATV  cable  systems, 
can  bring  you  these  new  ser- 
vices because  the  new  cable 
offers  two  major  advances:  A 
far  greater  number  of  chan- 
nels to  carry  sounds,  images, 
and  digital  information.  And  — 
most  important  of  all— a  real 
two-way  capability.  Which 
means  that  in  the  future,  you'll 
be  able  to  send  words,  pic- 
tures and  information  as 
easily  as  you  receive  them. 

Today,  RCA  supplies  equip- 
ment to  CATV  system  opera- 
tors. But  with  an  eye  to  the 
opportunities  to  come,  RCA 
designers  and  engineers  are 
exploring  a  whole  range  of 
cable-technology  products  that 
could  transform  the  homes 
and  communities  of  the  future., 

At  RCA.  we're  concentrating 
on  many  areas  of  opportunity. 
Like  consumer  electronics, 
consumer  services,  entertain- 
ment and,  of  course,  com- 
munications technology.  Areas) 
In  which  RCA  has  an  active 
role  today  and  will  seek  an  ever 
greater  role  tomorrow. 


RCil 


Faces  Behind  the  Figures 


At  Long  Last 

William  A.  Hewitt,  a  young- 
looking  58,  has  been  board  chair- 
man of  Deere  &  Co.  of  MoHne,  111., 
the  world's  largest  farm  equipment 
maker,  for  17  years.  For  16  of 
those  years  he  has  been  waiting 
for  Deere's  overseas  operations, 
now  up  to  around  $250  million  in 
sales,  to  earn  a  profit.  The  wait  is 
over.  In  its  fiscal  year  ended  this 
past  Oct.  31,  sales  were  up  25%,  to 
$1.5  billion.  Deere  broke  through 
its  1966  earnings  peak  of  $2.73  per 
share  in  grand  style.  Earnings  are 
not  official  yet,  but  will  be  in  the 
$3.50-a-share  range,  an  increase  of 
63%  over  1971.  Best  of  all,  Deere 
at  last  is  making  money  overseas. 
Not  much,  Hewitt  admits,  and  it 
will  be  some  years  before  Deere 
can  earn  back  the  $60  million  after 
taxes  it  has  already  lost  overseas. 
But  Hewitt  is  sure  his  foreign  op- 
erations are  in  the  black  for  good. 

"In  Europe,  a  lot  of  good  things 
happened  all  at  once,"  says  Hewitt. 
"In  the  past  there  has  been  a  lack 
of  price  discipline  there  in  farm 
equipment,"  often  because  many 
big  companies  with  other  profit- 
able  lines    ran   their   farm   equip- 


ment operations  on  the  cheap  to 
gain  volume.  Another  was  the 
sheer  number  of  competitors. 
There  are  six  major  competitors  in 
the  U.S.  today.  There  were  32  in 
Germany  when  Deere  started 
there;  now  there  are  only  about 
20  and  fewer  elsewhere.  So  prices 
in  Europe  are  more  stable  and 
sales  are  growing  faster  in  big 
tractors,  Deere's  specialty. 

But  Deere's  big  profit  harvest 
this  year  was  in  U.S.  farm  equip- 
ment, over  half  of  its  total  sales. 
It's  a  cyclical  business,  and  every 
farm  equipment  maker  got  caught 
with  big  inventories  when  the 
business  suddenly  cycled  down- 
ward in  the  late  Sixties.  Now  it 
has  turned  back  up  again,  enough 
for  Deere  to  increase  production 
schedules  20%  in  recent  months. 
Why?  The  Russian  grain  deal? 

"It's  more  complicated  than 
that,"  says  Hewitt.  "Today's  farmer 
is  a  businessman  who  buys  on 
gross  receipts.  He  may  go  to  Flori- 
da on  his  net,  but  he  buys  on  his 
gross."  This  year  U.S.  farmers 
should  gross  a  record  $62  billion, 
up  over  $5  billion  from  last  year. 
The  $l-billion  Russian  grain  deal  is 
just  a  little  something  extra.   ■ 


Hewitt  of  Deere 


Self-Protection 

If  the  Environmental  Protection 
Agency  has  its  way,  U.S.  power 
plants  won't  be  able  to  bum  high- 
sulphur  coal  after  July  1,  1975. 
But  the  prospect  doesn't  alarm 
Otes  Bennett  Jr.,  51,  president  of 
Cleveland's  North  American  Coal 
Co.,  though  over  90%  of  his  out- 
put is  high  sulphur.  Bennett  has 
tied  up  some  90%  of  North  Ameri- 
can's production  under  long-term 
contracts. 

Such  contracts  usually  don't  help 
if  a  utility  can't  bum  the  coal;  but 
North  American  has  gone  a  step 
further. 'In  most  of  these  deals,  it 
provided  the  coal  lands  and  the 
management,  for  a  fee;  its  utility 
customers  supply  the  financing. 
Thus,  if  high -sulphur  coal  can  no 
longer  be  burned.  North  Ameri- 
can will  lose  the  fee;  but  the  utili- 
ties will  be  on  the  hook  for  $90 
million  of  North  American's  $96 
million  in*  debt.  So  Bennett  figures 
his  customers  have  a  powerful  in- 
centive for  using  his  coal  as  long 
as  possible. 

Bennett  doesn't  really  expect  a 


crisis,  but  his  depth  of  protection 
makes  him  reasonably  optimistic. 
North  American  is  spending  $50 
million  this  year  to  raise  its  capacity 
from  13  million  tons  now  to  20 
million.  "It  could  be  we'll  never 
►  reach  20  million,"  he  adds.  "If  our 
productivity,  which  was  impaired 
by  the  Mine  Safety  Act,  doesn't 
come  back,  we'll  probably  be  short 
by  10%  or  15%.  But  if  we  can  mine 
our  tons,  our  earnings  should  in- 
crease." At  the  nine-month  mark 
they  were  up  38%  on  a  43%  sales 
gain  (to  $73  million). 

Bennett  has  some  aces  in  the 
hole:  vast  reserves  of  low-sulphur 
coal  in  Utah  and  North  Dakota, 
plus  an  agreement  with  American 
Natural  Gas  to  reserve  1.5  bihion 
tons  of  lignite  against  the  day  when 
coal  gasification  is  perfected.  Such 
arrangements,  says  Bennett,  are 
about  the  only  way  a  smallish  com- 
pany like  his  can  survive  in  such 
a  capital-intensive  industry. 

"We've  never  been  able  to  gen- 
erate enough  capital  in  this  indus- 
try," he  says.  "The  investment  re- 
turns just  haven't  been  good."  But 
neither  Bennett  nor  North  Ameri- 


can's controlling  family,  the  Tap- 
lins,  who  are  also  the  major  stock- 
holders of  Scurry-Rainbow  Oil, 
are  ready  to  give  up  hope.  ■ 


Bennett  of  North  American  Coal 
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Faces  Behind  the  Figures 


Bring  on  the  Revolution 

"No  PRODUCT  or  competitor  is  go- 
ing to  conquer  the  U.S.  by  obso- 
leting  our  product,"  says  Bulova 
Watch  Co.  President  Harry  B.  Hen- 
shel.  "We'll  do  it  ourselves  first." 

Brave  words,  in  view  of  the  le- 
cent  inroads  of  foreign  competition. 
But  Harry  Henshel,  now  53,  does 
have  some  past  technological  revo- 
lutions to  his  credit.  Twelve  years 
ago  he  inaugurated  his  presidency 
of  the  company  his  grandfather 
founded  in  1874  by  bringing  out 
the  Accutron  tuning-fork  watch. 
It  kept  Bulova  solidly  profitable  and 
in  the  main  growing  in  a  decade 
when  most  other  U.S.  watchmak- 
ers were  slipping  into  the  red. 

In  April  1970  he  got  the  jump 
on  the  competition  again  with  the 
Accuquartz,  the  first  quartz  watch 
sold  in  the  U.S.  The  electronic  and 
quartz  watches  promise  to  work 
still  further  changes  in  the  already 
unsettled  watch  industry.  Unlike 
mechanical  watches,  where  labor 
is  75%  to  80%  of  cost,  electronic 
watches  need  httle   skilled  labor. 


Hence  two  electronics  companies, 
Zenith  and  Microma,  have  already 
invaded  the  field,  and  others  may. 

Bulova  achieved  its  top  spot  in 
the  U.S.  watch  industry  through  a 
broad  product  line  based  on  plants 
across  the  world.  Factories  in  the 
Virgin  Islands  and  in  Japan  supply 
movements  for  its  low-priced  Car- 
avelle  line,  Bulova's  answer  to 
Timex,  the  only  other  profitable 
U.S.  watch  manufacturer.  Move- 
ments for  the  medium-priced  Bulo- 
va are  made  mainly  in  Switzerland, 
where  Bulova  is  the  largest  single- 
brand  watchmaker.  Cracks  Hen- 
shel: "We  are  foreign  competition." 

Henshel  is  confident  he  can  ride 
the  electronic  revolution  with  his 
Accuquartz  watch  for  men  and 
mini-Accutron  watches  for  ladies, 
believing,  on  the  strength  of  years 
of  experience  in  military  microelec- 
tronics, that  it  will  prove  impos- 
sible to  make  a  ladies'  quartz  watch 
small  enough  for  the  mass  market. 

The  sad  part  for  Henshel  is  that 
investors  do  not  yet  share  his  con- 
fidence. They  seem  more  impressed 
by    Bulova's    four-year    sales    pla- 


Swan  Song 

When  Preston  Martin  resigned  as 
chairman  of  the  Federal  Home 
Loan  Bank  Board  last  month,  he 
boasted  he  was  leaving  the  savings 
&  loan  industry  "at  the  peak  of 
Mount  Everest."  An  overstatement? 
Not  really.  Martin  took  office  in 
1969.  By  mid-1972  S&L  loans  had 
doubled  from  $11.3  billion  to  $22.6 
billion;  the  average  yield  on  mort- 
gage portfolios  had  risen  from  6.24% 
to  7.01%;  and,  says  Martin  proud- 
ly, "the  S&Ls  are  a  $240-billion 
industry  now,  not  a  $152-billion 
industry." 

Martin's  actions  that  helped  this 
growth  include  liberalizing  rules 
for  construction  and  apartment 
loans,  95%  financing,  instituting 
mobile  home  loans  and  nationwide 
lending— allowing  S&Ls  to  lend  out- 
side their  home  areas.  "But,"  Martin 
told  Forbes,  "I  am  proudest  of 
the  total  impact  I  had  in  freeing 
the  S&Ls  from  so  many  govern- 
ment decisions.  We  are  letting  the 
S&Ls  make  their  own  decisions." 

If  this  was  Martin's  proudest  ac- 
complishment, it  was  also  what 
led  to  his  downfall.  For  he  was 
trying  to  present  Congress  with  a 
fait   accompli   in    S&L   regulation, 


and  some  members  of  the  House 
Banking  and  Currency  Committee, 
notably  Chairman  Wright  Patman 
(Dem.,  Tex.),  didn't  like  it.  Mar- 
tin's ideas  disturbed  them;  Martin's 
methods  infuriated  them. 

Martin  had  planned  to  issue  reg- 
ulations permitting  S&Ls  to  sell 
subordinated  debentures  before  the 
close  of  1972— normally  a  reg- 
ulatory function  of  the  Securities  & 
Exchange  Commission.  He  was  pro- 


Ex-Regu/afor  Martin 


Henshel  of  Bulova  Watch 

teau  and  last  year's  35.5%  earnings 
sag  to  $1.06  a  share,  the  lowest 
since  1965.  So  Bulova's  stock  in 
the  last  few  months  has  generally 
sold  between  14  and  17,  far  below 
its  1969  high  of  41  and  very  Httle 
above  its  fi\e-A'ear  low.  ■ 


f^ 


ceeding  to  end  the  moratorium  on 
converting  S&Ls  from  mutual  to 
stock  companies  by  Apr.  30,  1973, 
and  he  planned  to  initiate  variable 
interest  rate  mortgages  before  his 
term  ran  out  in  1974. 

But  last  month  Wright  Patman 
rose  up  at  the  Miami  meeting  of  the 
Savings  &  Loan  League,  the  day  be- 
fore Martin  resigned  at  the  same 
meeting,  and  said,  "These  issues  re- 
quire detailed  study  and  open 
hearings  in  Congress.  They  can't 
be  handled  by  administrative  fiat. " 

Patman  strongly  opposed  vari- 
able rate  mortgages  on  the 
grounds  that  the  risk  inherent  in 
swings  in  the  economy  is  shifted 
to  the  borrower.  "A  person  who 
took  out  a  3()-year,  $25,000  mort- 
gage in  196.5  would  ha\e  paid,  as 
of  July,  1972,  $1,630  more  under 
a  variable  interest  rate,"  said  Pat- 
man, also  pointing  to  a  danger  of 
cash  flow  shortages  for  S&Ls  if 
\ariable  mortgages  were  made  at 
high  rates  that  hitcr  fell. 

The  point  was,  .Martin  could  no 
longer  be  eliective  as  head  of  the 
S&L  regulatory  body  faced  with 
such  opposition  in  its  key  Congres- 
sional committee.  That  Icit  jiisl  one 
thing  more  he  could  do  for  the  in- 
dustry: He  stepped  down.  ■ 
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BANKS  IN  VIRGINIA 

INASKIE 

In  an  age  of  individuality,  the  banking  systems  in 
Virginia  are  clearly  a  throwback  to  conformism. 

With  names  like  United  Virginia  Bankshares  In- 
corporated, Virginia  National  Bankshares,  The  Bank 
of  Virginia  Company  First  Virginia  Bankshares 
Corporation,  First  and  Merchants  Corporation, 
Fidelity  Amencan  Bankshares,  Inc.,  and  Domin- 
ion Bankshares  Corporation,  it's  virtually  impos- 
sible to  tell  which  bank  is  which 
without  a  scorecard 

This  IS  not  to  throw  the 
onus  on  any  of  our 
competitors. 

We're  as  guilty  as  any  of  them  m  contributing  to  the  problem.  (The  name  at 
the  very  top  of  the  list  is  us.) 

But  m  our  case,  there  is  one  thing  that  separates  us  from  this  dilemma. 

You  see,  we  also  happen  to  be  at  the  very  top  of  the  list  m  size.  United 
Virginia  has  more  corporate  accounts  than  any  other  Virginia  bank.  (Over  200 
of  Fortune's  500.)  It  has  the  largest  legal  lending  limit  ($13  million)  to  any  one 
borrower,  the  largest  staff  of  commercial  account  officers,  the  largest  network 
of  correspondent  bank  connections,  and  the  largest  check-cleanng,  cash  flow 
and  lock-box  facilities. 

In  short,  it  is  the  largest  banking  system  in  the  entire  State  of  Virginia. 

So,  wouldn't  you  think  that  dealing  with  our  banking  system  in  Virginia 
puts  you  m  a  nice  state  of  affairs^ 

United  Virginia  KSf 


More  than  a  bank 


Uniird  Vitgirao  Bonl<  Ciiijen^  &  Mo'ine   United  Virginio  Bonk  of  foi'fo*    United  Virgimo  Bonk,  First  &  Gtizens  Notionol   United  Virgimo  Bonk/Firit  Notionol  •  United  Virginio  Bonk/Notionol  Valley  •  United  Vitgimo  Bonk/Rockbndgc 
Ur.,i.Ti  v..r,,r„o  Bonk/Seotoo'd  Notionol    United  Virgimo  Bonk,  Security  Notionol  •  United  Virgimo  Bonk 'SpotswtxxJ  •  United  Virgmio  Bonk   United  Virginia  Bonk  of  Williomsburg- Peoples  Notionol  Bonk  of  Monosso^Membeis  FDI  C 

United  Virginio  Bonk  Internotionol  -United  Virginia  Mortgage  Corporation 


Faces  Behind  the  Figures 


What,  Never? 

No  SOONER  had  Henry  C.  Good- 
rich, 52,  taken  charge  in  1970  at 
Inland  Container  Corp.,  a  leading 
maker  of  corrugated  containers, 
than  his  past  returned  to  haunt 
him:  The  industry  plunged  into  a 
severe  slump.  "Nineteen  seventy 
was  bad,"  says  Goodrich,  "but  1971 
was  a  disaster."  And  who  helped 
make  it  so?  Henry  Goodrich. 

During  the  Sixties  the  industry 
went  on  a  building  spree,  putting 
up  so  many  paper  mills  that  by 
the  decade's  end  there  was  severe 
overcapacity.  Who  built  them? 
Mainly  Rust  Engineering,  of  which 
Goodrich  was  senior  vice  president. 

Now  demand  has  caught  up 
with  capacity^  and  the  industry  is 
enjoying  a  great  year.  In  the  first 
nine  months.  Inland's  per-share 
earnings  more  than  doubled,  to 
$2.30,  on  an  11%  sales  gain  to  $164 
million.  The  big  question  now  is, 
will  history  repeat?  Will  the  in- 
dustry create  overcapacity  again? 

Goodrich  says  no:  "The  situa- 
tion has  changed."  It's  getting  hard- 
er to  find  sites  for  new  mills,  which 
need  both  timber  and  water  near- 


Goodr/ch  of  Inland  Container 

by.  And  capital  needs  have  more 
than  doubled. 

"The  management  of  the  indus- 
try," Goodrich  goes  on,  "has  been 
moving  toward  financial  men,  who 
care  about  return  on  investment. 
A  decade  ago  the  industry  was 
run  by  men  who  just  \yanted  to  get 
bigger.  If  Joe  had  a  new  mill,  then 


Sam  had  to  have  a  new  mill,  too." 

Then  there  is  the  pollution  prob- 
lem: "Communities  are  reluctant  to 
grant  permits  for  paper  mills.  That, 
I  think,  is  the  biggest  obstacle  to 
creating  overcapacity  again.  But  in- 
dustry demand  has  been  growing 
at  about  5%  a  year.  Every  year  we 
*  need  another  600,000  to  800,000 
tons  just  to  keep  up." 

Convincing?  Not  necessarily— 
not,  that  is,  to  observers  with  long 
memories,  who  recall  past  occasions 
when  the  industry  swore  "never 
again,"  only  to  break  into  a  new 
mill-building  race.  If  such  a  race 
heats  up  again,  the  financial  types 
could  catch  the  fever  too. 

Little  more  convincing  is  the 
argument  that  the  environmental 
movement  will  make  many  a  town 
say  no  to  a  new  paper  mill.  For 
other  towns,  faced  with  the  alter- 
native of  complete  stagnation, 
probably  will  persuade  themselves 
that  a  little  pollution  isn't  so  bad. 

Goodrich  did  have  one  complete- 
ly persuasive  argument,  though 
only  for  the  short  range:  "There 
are  only  one  small  mill  and  two 
machine  installations  on  the  draw- 
ing board  today."  ■ 


The  Bloomingdale's  Way 

The  oldest  complaint  with  the 
textile  industry  is  that  it  is  produc- 
tion- rather  than  marketing-mind- 
ed—meaning that  it  spends  too 
much  time  making  goods  cheap 
and  not  enough  trying  to  make 
them  fashionable.  But  seldom  has 
so  radical  a  remedy  been  tried  as 
is  in  the  works  at  Springs  Mills 
under  President  Peter  Scotese. 

Springs  Mills  first  came  to  pub- 
lic notice  through  its  racy  bedsheet 
ads  back  in  the  Thirties,  conceived 
by  colorful  Colonel  Elliott  White 
Springs.  But  its  basic  strength  was 
its  ability  to  make  sheeting,  print 
cloth  and  other  staples  as  cheaply 
as  any  mill  on  earth. 

Scotese,  52,  thinks  this  was  bad 
strategy.  "The  functional  organiza- 
tion was  impossible:  Marketing  was 
on  one  side  and  manufacturing  was 
on  the  other,  both  reporting  to  a 
common  head."  Since  he  came  in 
1969,  Scotese  has  split  the  compa- 
ny into  six  profit  centers,  all  headed 
by  merchandising  men  who  report 
to  him.  But  that  isn't  all:  "I  don't 
think  we  should  rely  entirely  on  the 
textile  industry,  so  I'm  going  to  di- 


versify outside  as  well."  A  major 
first  step  was  the  agreement  late 
last  month  to  acquire  $73-million- 
sales  Seabrook  Foods. 

Scotese's  liking  for  fashion  stems 
from  the  days  when  he  ran  the 
Boston  Store,  Federated  Depart- 
ment Stores'  Milwaukee  unit. 
"There  was  a  hell  of  a  lot  of  square 
footage  in  Milwaukee  devoted  to 

Scofese  of  Springs  Mills 
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budget-priced  merchandise.  Then 
Sears  and  Penney  moved  in  with 
huge  plants.  We  decided  to  go  the 
Bloomingdale's  way,"  he  says,  refer- 
ring to  Federated's  inno\'ative  New 
York  unit,  "and  in  six  years  we  were 
the  fashion  store  in  Milwaukee." 

How's  he  doing  at  Springs? 
O.K.  so  far,  with  nine-month  sales 
up  25%  this  year  to  $283  million 
and  earnings  up  56%  to  $8  million. 
But  that's  measuring  against  the 
earnings  collapse  to  $1.9  million  in 
1968,  which  got  Scotese  his  job  in 
the  first  place.  The  figure  lie  has  to 
beat  is  Springs'  all-time  earnings 
high  of  $21.3  million  in  1965, 
made  the  traditional  way. 

If  he  does,  fine.  But  J.  SpciKcr 
Love  built  Biirhngtoii  Industries, 
the  greatest  textile  success  of  this 
century,  on  the  theory  that  "what 
gets  hot  is  hotter  than  what  gets 
cold  is  cold"— mcaiu'ng  that  if  you 
are  in  enough  parts  of  the  industry, 
the  ones  that  are  in  style  will  more 
than  make  up  for  the  losers.  So  Sco- 
tese may  end  up  by  merely  joining 
the  long  list  of  would-be  reformers 
who  believed  the  tough  old  tex- 
tile industry  could  be  refurbished 
if  only. .  .  .   ■ 
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Art  nouveau  jasper  vase,  its  gold  cagework  pierced  and  chased  as  red  hot  pokers  set  with  olives  and  triple 
ruby  buds  on  dolphin  stem.  Workmaster  Hendrik  Wigstrom.  Pair  of  vodka  cups  of  two-color  gold.  Handle 
of  one  set  with  cabochon  rubies,  handle  of  other  with  cahochon  sapphires.  Workmaster  Michael  Perchin.  By 
Carl  Faberge,  Jeweler  to  the  Czars  of  All  the  Russias.  Prom  the  Forbes  Magazine  Collection  of  Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 
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HAfiEWCb  HTO 

Marsh  &  McLennan 

BAUJ  CTPAXOBOM 
MAKIIEP? 


When  the  Russians  and  the  Americans  finally  run 
into  each  other  on  the  moon,  who  will  settle  the  claim? 

Marsh  &  McLennan,  probably.  After  all,  we're  the 
world's  leading  insurance  brokers. 

No  matter  what  business  you're  in  — aero-space, 
transportation,  banking  or  buttons— our  more  than  a 
hundred  years  of  expertise  can  help  you  get  the  finest 
business  insurance  protection  at-the  lowest 
possible  cost. 

We  can  do  this  simply  because  we  have  more  to 
offer.  More  risk  specialists  who  really  know  your 
industry.  More  analysts  to  review  your  program.  More 
offices  throughout  the  world. 

If  you  aren't  getting  all  these  services  from  your 
present  insurance  broker,  call  Marsh  &  McLennan, 
Incorporated.  Our  claim  is  better  protection, 
wherever  you  happen  to  be. 

BHARSH  isk  Mclennan 

World's  leading  insurance  brokers 
1221  Avenue  of  the  Americas 
New  York,  NY.  10020 

A  Subsidiary  of  Mariennan  Corp. 


how  does 

FundScope 

rate  your 

fund? 


FundScope,  the  monthly  mutual  fund  mag- 
azine, uncovers  data  that  will  startle  many 
fund  shareholders. 

For  example,  of  481  mutual  funds  rated 
by  FundScope,  only  4  are  rated  above 
average  for  Growth-Income-Stability! 
FundScope  names  these  funds. 

SPECIAL  OFFER:  Send  just  $17  for  a 
3-month  trial  subscription  to  FundScope 
beginning  with  the  December  issue.  PLUS 
— 4  big  bonuses  including  the  532-page 
1972  Mutual  Fund  Guide,  the  new  Bible  of 
the  fund  industry  with  all  the  vital  informa- 
tion you  need  on  over  460  funds.  (THIS 
GUIDE  ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer  the 
above  offer  witfi  a  money-saving  14-month  subscrip- 
tion, send  $60.00  (10  day  returnable  guarantee). 
Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-43,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Calif.  90067 


^undtUc 


. . .  tells  you  when  to  buy,  but  more 
importantly,  when  to  sell  no-load  funds 
according  to . . . 

THE  MENASHE 

CYCLE  THEORY 

...  an  exclusive  development  of . . .. 
FUNDLINE 

$5  trial  includes: 

•  Two  editions  of  the  40  page  hand- 
book of  70  fund  charts  and  ratings, 
published  every  fourth  week. 

•  Update  bulletin  of  ratings,  prices  and 
market  analysis,  published  on  the 
alternate  two  weeks. 

•  PLUS— BONUS  of  4  Special  Research 
Reports. 

A  $10  value  for  only  $5. 

Send  your  check  for  $5  today  to: 

David  H.  Menashe  &  Co.,  Box  663 
6355  Topanga  Canyon  Blvd. 
Woodland  Hills,  Calif.  91364 

Name  


Address 
City 


State 


Zip 


The  Funds 


How  Do  You  Outperform  Your  Own  Performance? 


Everyone  has  heard  the  standard 
complaints  about  the  growing  dom- 
inance over  the  stock  market  of 
mutual  funds  and  other  big  insti- 
tutions: The  charge  that  the  small  « 
investor  is  being  squeezed  out.  The 
charge  that  the  absence  of  the 
small  investor  and  the  moderating 
effect  of  his  thousands  of  small 
transactions  each  day  has  made 
the  market  unduly  volatile  and 
price-sensitive  to  the  much  larger 
trades  of  the  institutions. 

There  is  mounting  evidence  to 
support  these  complaints.  But  con- 
sider yet  another  complaint  that 
could  cause  the  institutions  no  end 
of  trouble.  What  happens  when 
the  institutions,  who  now  account 
for  some  60%  of  the  Big  Board's 
public  trading  volume  as  opposed 
to  31%  in  1960,  themselves  become 
the  market?  If  they  are  the  market, 
how  can  they  hope  to  outperform 
the  market? 

The  answer  is,  it  will  be  harder. 
Despite  all  their  high-priced  ana- 
lytical talent  and  their  much-tout- 
ed professional  skill  and  alertness 
in  judging  economic  and  market 
trends,  they  are  going  to  show  up 
with  goofs  and  poor  timing  just 
as  any  individual  investor  might. 

As  representative  of  the  institu- 
tions, take  the  major  mutual  funds. 
A  recent  study  of  some  175  funds 
for  the  year  ended  Sept.  30  showed 
a  combined  asset  gain  (without  re- 


investment of  dividends)  of  7.2%. 
Over  that  same  period  the  conser- 
vative Dow  Jones  industrial  aver- 
age was  up  7.4%,  the  Standard  & 
Poor's  500-stock  average  12.4%.  So 
these  funds  as  a  group  were  not 
even  keeping  up  with  the  major 
market  averages.  And  this  kind  of 
performance  lag  is  not  confined  to 
the  mutual  funds  alone:  A  study 
of  300  pension  funds  for  the  period 
1962  through  1971  measured  their 
median  return  at  6.1%  as  opposed 
to  7.1%  for  the  S&P's  500. 

Two  recent  Vickers  Associates 
reports,  the  first  covering  282  funds 
in  the  second  quarter  with  assets 
of  $63  billion  and  the  other  a  pre- 
liminary review  of  just  over  100 
funds  with  $18  billion  assets  in  the 
third,  make  the  point  sharply  with 
reference  to  individual  stocks.  In 
the  third  (July-September)  quar- 
ter, seven  funds  bought  UAL  (the 
holding  company  for  United  Air 
Lines)  and  seven  others  sold  it,  for 
an  almost  exact  standoff^. 

Is  it  reasonable  to  assume  that 
these  sales  and  purchases  were  pre- 
dominantly to  small  individual  in- 
vestors? On  the  contrary,  in  an  in- 
stitution-dominated market  it  is 
more  reasonable  to  assume  that 
these  funds  were  in  effect  exchang- 
ing shares.  And  this  much  is  cer- 
tain: Whatever  happens  hereafter 
to  UAL's  stock  price,  this  group 
of  funds  will  provide  exactly  the 


Through  a  glass,  darkly  is  ibe  way  some  mutual  funds  seem  fo  be  invesfing. 


B.:  J^.:, 


If 
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same  number  of  winners  and  losers 
as  a  result  of  their  third-quarter 
transactions.  The  only  sure  win- 
ners are  the  brokers. 

In  other  stocks,  this  group  of 
funds  has  already  lost  heavily.  For 
example,  despite  all  the  growing 
doubts  about  Levitz  Furniture,  and 
in  the  face  of  the  sharp  second- 
quarter  decline  of  the  stock  from  a 
high  of  61  down  to  the  low  40s, 
six  funds  in  this  group  added  some 
385,000  shares  to  their  holdings  in 
the  third  quarter.  "The  numbers 
looked  very  good  for  the  second 
quarter  and  for  July  and  August," 
rationalized  one  fund  manager  still 
holding  Levitz,  "so  we  figured  it  was 
a  good  opportunity  to  buy.  It  looks 
like  the  numbers  really  weren't 
there,  and  now  the  numbers 
[price]  on  the  stock  are  gone  too." 
For  much  of  the  last  two  months 
the  stock  has  sold  below  20. 

Polaroid  and  Honeywell  are  two 
stocks  that  the  funds  bought  heav- 
ily in  the  second  quarter  at  rising 
prices,  and  then  the  funds  waited— 
for  nothing;  both  have  lagged  well 
behind  the  market  since  midyear. 
Were  the  funds'  own  purchases 
driving  up  the  prices  earlier  in 
the  year?  Could  the  below-average 
performance  since  then  be  charged 
to  the  funds'  failure  to  keep  buy- 
ing? It  will  happen  frequently  in 
an  institution-dominated  market. 

In  other  cases  the  funds  have 
bought  themselves  into  a  pickle. 
In  the  second  quarter  of  1972,  cer- 
tain funds  were  getting  nervous 
about  Winnebago  Industries,  and 
sold  360,000  shares  net,  but  were 
left  long  over  2  million  shares  as 
the  stock  went  from  the  low  40s 
to  around  20,  adjusted. 

But  the  classic  lock-in  case  is 
Bausch  &  Lomb.  The  funds  were 
buyers  on  balance  in  the  second 
quarter,  but  few  transactions  were 
reported  in  the  third.  Reason:  The 
stock  began  to  sink  late  in  the  sec- 
ond quarter  and  continued  through 
the  third*  And  since  the  mutual 
funds  alolne— not  counting  other  in- 
stitutions—already own  25%  of  the 
company's  stock,  to  whom  could 
they  sell  without  a  total  and  com- 
plete price  collapse? 

Perhaps  the  small  investor  need 
not  feel  so  inadequate  when  faced 
by  the  giant  institutions.  He  may 
lack  their  resources  and  their  so- 
phistication. But  at  least  he  doesn't 
create  his  own  difficulties  as  he 
goes  along.  ■ 


Net  sales 

Income  before  taxes 
Taxes  on  income 
Net  income 
Earnings  per 
common  share 


40  Weeks  Ended 
October  9, 1972  October  9, 1971 
(Thousands  of  dollars) 

$468,945      $383,640 


7o 

Increase 


10,705 
4,721 
5.944 

$1.04 


8,576 
3.785 
4,791 

$  .84 


24 


Fisher  Foods,  Inc.,  a  major  food  retailer,  In  1971 
established  record  sales  of  $508  million  (up  27%) 
and  record  earnings  of  $1.21  per  share  (up  30%). 

For  latest  financial  information  write  to: 

Richard  L  Schenk 

Vice  President-Finance  and  Treasurer 

Fisher  Foods,  Inc.,  5300  Richmond  Road 

Bedford  Heights,  Ohio  44146 


This  announcement  /s  ne/ther  an  of/er  to  sell  nor  a  solfcftatfon  of  an  offer  to  buy  any  of  these  Shares. 
The  of/er  Is  made  only  by  tho  Prospectus. 


November  17, 1972 


400,000  Shares 


hj,  Wilson  co.Jnc, 


Common  Stock 

(No  Par  Value) 


Price  $26.75  Per  Share 


Copies  of  the  Prospectus  mai  be  obtained  \n  any  state  from  only  such  of  the  undersigned 
as  may  legally  offer  these  Shares  in  compliance  with  the  securities  laws  of  such  State. 


G.H.Walker&Co. 

locorporated 


Howard,  Weil,  Labouisse,  Friedrichs 

Incorponled 


Goldman,  Sachs  &  Co. 
Salomon  Brothers 
Alex.  Brown  &  Sons 
Robert  Fleming 

lacorporaled 

W.£.Hutton&Co. 


Lehman  Brothers 

iBcorpo  rated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

Clark,  Dodge  &  Co.  Faulkner,  Dawkins  &  Sullivan 

Incorporated  Secarltkt  Corp. 

Harris,  Upham  &  Co. 

Incorporated 

Kleinwort,  Benson 

Incorporated 


Hayden  Stone  Inc. 


R.  W.  Pressprich  &  Co. 

Incorporated 


Shields  Securities  Corporation    C.  £.  Unterberg,  Towbin  Co.    Walston  &  Co.,  Inc. 
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A  new  market  has  opened  up  for  to- 
day's investors.  The  market  in  commod- 
ity options. 

With  the  advent  of  commodity  options, 
there  is  at  last,  an  attractive  alternative 
to  such  standard  investments  as  stocks, 
bonds,  mutual  funds,  savings  &  loan  ac- 
counts, and  certificates  of  deposit. 

Commodity  options  offer  dramatic  possi- 
bilities for  large  investment  gains,  with  the 
security  needed  for  peace  of  mind.  Commod- 
ity options  use  the  volatility  and  the  leverage 
of  the  commodity  futures  market,  yet  add  to 
this  concept  insurance  against  many  stum- 
bling blocks  which  hinder  profits  in  the 
futures  market. 

Here  are  a  few  examples.  In  8  out  of  the 
last  8  years,  a  one  year  double  commodity 
option  on  copper  should  have  yielded  a  90'^ 
return.  That's  $1.90  back  for  every  dollar 
invested. 

In  8  out  of  the  10  years;  a  one  year  com- 
modity double  option  on  cocoa  should  have 
yielded  a  return  of  40%.  And  in  5  out  of  the 
last  5  years,  a  one-year  commodity  special 
double  option  on  N.Y.  silver  should  have 
yielded  a  140%  return.  That's  $2.40  back  for 
every  dollar  invested.  These  gains  shown 
could  have  been  taken  using  only  random 
market  volatility  without  attempting  to  pick 
the  tops  or  bottoms  of  the  various  markets. 
Larger  gains  could  have  been  shown,  how- 
ever, had  we  taken  the  tops  and  bottoms  of 
these  markets  for  our  examples. 

Not  all  commodity  options,  of  course,  yield 
such  high  returns.  But  the  moral  is  clear. 
Commodity  options,  typically,  can  do  much 
better  for  investors  than  the  stock  market. 

A  Commodity  Option  is  simply  the 
option  to  buy  or  sell,  a  given  commodity,  at  a 
specific  price  for  a  specific  period  of  time.  A 
call  is  an  option  to  buy.  A  put  is  an  option  to 
sell.  Puts  and  calls  are  offered  on  many  com- 
modities, among  them;  Sugar;  Silver;  Silver 
Coin;  Cocoa;  Copper;  Plywood;  Platinum. 

Since  you  do  not  take  a  direct  position,  but 
merely  an  option  on  that  position,  you  can- 
not lose  more  than  the  cost  of  the  option  it- 


self If  the  market  moves  in  your  favor  at  any 
time  during  the  life  of  the  option,  then  you 
get  virtually  the  same  profit  as  you  would 
have  achieved  if  you  had  taken  a  direct  po- 
sition. But  if  the  market  moves  against  you. 
you  merely  abandon  you^  option.  Thus,  the 
very  most  you  can  lose  is  the  cost  of  the  op- 
tion. And  usually  investors  do  not  lose  the 
entire  cost  of  the  option.  Just  a  portion  of  it. 

Are  commodity  options  really  a  new 
market?  For  all  practical  purposes,  the  an- 
swer is  "yes".  Until  April  of  1971,  commodity 
options  had  not  been  popularly  sold  in  this 
country  for  over  36  years.  It  was  at  that  time 
that  Goldstein,  Samuelson.  Inc.  re- intro- 
duced the  option  to  the  United  States.  And, 
while  they  have  always  been  jxjpular  on  the 
London  exchanges,  time,  distance,  and  cur- 
rency conversion  considerations  have  rele- 
gated London  commodity  options  to  a  very 
minor  place  in  the  American  investment 
spectrum. 

Commodity  options  have  re-emerged  as  a 
popular  investment  alternative  because  they 
protect  against  margin  calls,  deficit  ac- 
counts, and  forced  liquidations.  Commodity 
options  allow  an  investor  to  speculate  in  the 
volatile  commodity  market  with  complete 
security. 

How  popular  are  commodity  options  actu- 
ally becoming  with  investors?  Well,  to  keep 
pace  with  the  demand,  Goldstein,  Samuel- 
son,  Inc.,  has  opened  over  twenty-eight 
offices  in  the  past  year  and  a  half,  not  to 
mention  international  ofl^ces  in  Paris  and 
Taipei.  The  commodity  option  business  in 
America  has  reached  sales  in  excess  of 
$5,000,000.00  in  a  single  month,  making 
this  market  a  new  and  viable  force  in  the  in- 
vestment community.  Goldstein,  Samuelson, 
Inc.,  is  the  largest  commodity  specialist  in 
the  world. 

This  is  the  first  in  a  series  of  information 
ads  devoted  to  "the  new  market  — com- 
modity options."  Watch  for  other  ads  in  the 
series.  They  will  touch  on  exclusive  Gold- 
stein, Samuelson,  Inc.  investor  tools  such  as 
the  Commodity  Option  Margin  Account 


(it  gives  you  super-leverage).  The  double 
option,  which  lets  you  profit  no  inatt(>r 
whicli  way  the  market  moves,  and  volatility, 
the  key  to  commodity  option  profits,  will 
also  be  covered. 

Mail  in  the  coupon  below  and  we'll  send 
you  some  interesting  material  about  the  ex- 
citing profit  possibilities  in  commodity 
options  — "the  new  market." 

GOLDSTEIN,  SAMUELSON,  INC. 


<}) 


world's  largest 
commodily  options  underwriter 

p)1972  GOLDSTEIN.  SAMUELSON,  INC. 

I 1 

I   the  new  market    ! 


amimoclit}  options 


Yes,  send  me  complete  facts  about  inve.stinn 
in  commodity  opt  ions -the  new  market. 
I  understand  receiving  this  material  places 
me  under  no  obligation. 


Name 


Address 


City  State  Zip 

Mail  to:  GOLDSTEIN.  SAMUEI^ON.  INC 
Dept.FB-121 

8383  Wilflhire  Blvd..  Suite  300 
Beverly  Hills,  Calif.  90211 
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The  Forbes  Index 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Mdustrial  Production} 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


preliminary 


Commerce  privately  owned  housing  starts) 
Cortsumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


AUG.   113.9 

SEPT. 115.0 

OCT.    115.2 

NOV 116.7 

DEC 117.1 

JAN 117.8 

FEB 119.0 

MAR 122.0 

APR 122.5 

MAY    124.0 

JUNE 124.3 

JULY  124.4 

AUG 125.9 

SEPT.  (Prel.)  126.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Deot.  of  Labor  initial  unemployment  claims) 


r 
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MARKET  COMMENT 

By  L  O.  Hooper 


Dow  Jones,  What  Now? 


That  elusive  1000  level  in  the  Dow 
Jones  industrials,  which  has  been 
talked  about  so  much  for  the  past 
5^  years,  now  has  been  reached  and 
exceeded.  It  is  the  highest  level  in  all 
history  for  the  most  popular,  and 
perhaps  the  most  significant,  of  all 
stock  price  indices.  On  the  first  Fri- 
day after  Election  Day  the  index  went 
a  little  over  1007  (intraday),  exceed- 
ing 1001.11,  the  previous  intraday  top 
registered  way  back  in  February  of 
1966.  This  performance  has  given  the 
stock  market  more  favorable  televi- 
sion, radio,  and  journalistic  exposure 
than  it  has  enjoyed  in  years.  What's 
the  significance? 

From  a  near-term  point  of  view,  it 
puts  the  pessimists  to  rout.  The  con- 
trary-opinion guys  simply  say  that  it 
means  that  stocks  never  were  so  high 
before,  and  therefore  are  essentially 
less  attractive.  The  chartists  glory  in 
the  fact  that  a  pronounced  upward 
trend  has  been  established  and  that 
the  "signals"  are  to  buy.  The  perfor- 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


mance  fellows  who  are  concentrated 
in  high-multiple  stocks  (which  have 
been  doing  comparatively  poorly)  say 
the  rise  can't  be  "real"  because  it  is 
ignoring  the  equities  which  they  re- 
gard as  perhaps  exclusively  attractive. 

The  social  scientists,  trying  to  read 
something  about  the  state  of  mass 
thinking,  opine  that  the  interest  in 
quality  stocks  (for  this  is  what  the 
Dow  represents)  is  a  strong  indica- 
tion that  the  trend  in  popular  think- 
ing, about  other  things  as  well  as 
stocks,  has  veered  sharply  to  the 
right.  Not  a  few  holders  of  "fallen 
angels,"  such  as  the  mobile  homes 
issues,  the  land  selUng  issues  and  most 
of  the  computer  equities  outside  of  a 
few  big  ones,  are  asking  why  their 
stocks  keep  going  down  if  this  really 
is  a  bull  market. 

Where  does  all  this  confusion  leave 
us?  It  seems  to  me  that  it  is  saying 
most  significantly  that  there  has  been 
a  definite  change  in  vogues.  There 
are  more  vogues  and  styles  in  the 
stock  market,  you  know,  than  in 
women's  shoes  or  men's  haircuts  and 


beards.  Some  of  the  gradually  emerg- 
ing stock  market  vogues,  it  seems  to 
me,  are  a  greater  interest  in  income; 
less  institutional  domination  of  trends 
as  public  interest  rises  (as  it  has); 
increasing  emphasis  on  quality  and 
the  shares  of  larger  companies;  a 
growing  suspicion  of  the  logic  of  buy- 
ing or  holding  shares  selling  at  a  high 
earnings  multiple,  almost  regardless 
of  the  merit  other  than  price;  and  un- 
willingness to  hold  or  buy  anything 
where  earnings  are  declining  or  where 
new  unfavorable  threats  suddenly  ap- 
pear. Possibly  it  should  be  added  that 
right  now,  perhaps  only  temporarily, 
there  is  subnormal  appeal  in  so-called 
secondary  companies.  The  concentra- 
tion of  interest  is  in  the  leaders  rather 
than  in  the  followers. 

The  overall  investment  environ- 
ment, aside  from  the  behavior  of  in- 
vestors themselves,  is  almost  exactly 
the  same  as  it  was  in  October.  We 
knew  then  that  Nixon  would  be  re- 
elected in  a  landslitie,  because  not  all 
the  opinion  polls  could  be  wrong.  We 
knew  then  that  corporate  earnings 
were  increasing,  up  16%  in  the  third 
quarter.  We  knew  then  that  the  in- 
ternational political  situation  was  im- 
proving almost  everywhere.  We  knew 
then  that  inflation  had  slowed  down 
to  a  point  where  the  domestic  buying 
power  of  the  dollar  was  standing  up 
better  than  the  domestic  buying  pow- 
er of  almost  any  other  currency.  The 
market  simply  was  out  of  gear  vsdth 
the  economy.  Suddenly,  at  first  very, 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 
Rio  Grande  Valley 

THIS  IS  OUR  47th  YEAR 

M-bu.  Grapefruit  $  7.50 

Carton  of  12  Grapefruit $  5.70 

Full  bu.  Grapefruit $10.90 

Carton  of  6  Grapefruit $  3.95 

Ji-bu.  G.F.  &  Oranges $  7.60 

FuU  bu.  G.F.  &  Oranges $10.95 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets: 

Ji-bu.  $8.50 Full  bu.  $12.50 

All  are  delivered  prices 


WE    TRUST    YOU!    Send    Your    gift    list 
now    and    pay    our    Invoice    in    January. 


Other  citrus  pacl(s  and  also  pecans,   rare  honeys, 
fruit    calses,    cheese,    smot<ed    hams    and    turlieys. 

Write  for  free  Illustrated  folder. 

PITTMAN   &  DAVIS,   INC. 

903  N.  Exp.,  HARLINGEN,  TEXAS  78550 

Established  1926 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 

If  you  have  saved  or  acquired  $5,000  to 
$50,000  in  cash  or  securities,  you  naturally 
want  to  make  your  capital  grow.  Yet  you 
may  feel  you  are  actually  losing  ground  due 
to  inflation  and  taxes,  or  perhaps  to  a  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  64 
countries  have  tuined  to  The  Danforth  As- 
sociates Investment  Management,  a  tested 
plan  originally  developed  by  a  Boston  family 
to  manage  its  own  common  stock  invest- 
ments. 

The  plan  thus  far  has  proved,  we  believe, 
especially  efficient  in  providing  continuing 
capital  growth  supervision  for  portfolios 
starting  with  from  S5,000  to  $50,000  - 
though,  as  in  any  selection  of  investments 
losses  do  and  will  occur. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 5-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dcpt.  W-26 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  U.S.A.  cii8i 

Investment  Management    .    Incorporated  1936 


ver>'^  gradually,  the  stock  market's 
gears  began  to  mesh  with  those  of 
the  economy— and  for  no  better  rea- 
son than  that  people  "feel  better." 

Well,  what  now?  What's  ahead? 
How  long  will  it  last?  How  will  se- 
lectivity change  and  evolve?  How  high 
will  the  Dow  go?  Here  we  must  leave 
history,  fact  and  interpretation  and 
go  into  opinion.  And  the  opinion  of 
an  analyst  commentator  never  should 
be  as  immutable  as  the  ancient  laws 
of  the  Medes  and  the  Persians.  Our  «• 
opinions  are  subject  to  error  and  to 
change.  I've  made  my  living  from 
opinions  for  more  than  half  a  century. 
I  have  not  always  been  right;  but  my 
readers  expect  opinions. 

I  feel  more  confident  about  the  rest 
of  1972  than  about  the  first  half  of 
1973.  It  seems  to  me  that  something 
like  1100  in  the  Dow  some  time  be- 
tween now  and  the  first  of  March  is 
reasonable,  and  that  1150  is  possible. 
The  big  danger  in  December  is  that 
the  rise  may  be  too  fast.  The  faster  it 
is,  the  shorter  its  duration  will  be.  As 
the  Dow  rises,  I  expect  reviving  in- 
terest in  the  secondary  stocks,  which 
have  lately  been  neglected. 

The  Fallen  Angels 

I  have  an  idea  that  recoveries  in 
the  fallen  angels  will  be  disappoint- 
ing for  a  while;  too  much  of  the  stock 
sold  during  the  past  two  months,  of- 
ten in  a  terrible  hurry,  has  not  found 
more  than  a  temporary  home  and 
will  come  back  to  plague  the  rallies. 
A  few  of  these  stocks  (i.e.,  McCuUoch 
Oil,  14,  and  Skyline,  44)  may  be  just 
as  cheap  as  they  were  high,  but  I 
don't  expect  a  fast  recover}'. 

The  glamours,  at  least  some  of  the 
big  ones,  will  come  back  a  little  in 
popularity,  but  they  won't  lead  the 
market  as  in  the  past.  The  public, 
which  must  make  or  break  this  better 
market,  will  be  more  critical  of  multi- 
ples than  the  go-go  money  managers 
have  been.  And  what's  happened  has 
not  improved  the  nerve  of  the  perfor- 
mance fellows.  They  will  tend  to  go 
where  the  action  is.  In  fact  they  al- 
ready are  doing  it. 

There  are  certain  areas  of  interest 
to  which  I  would  like  to  direct  atten- 
tion, some  of  which  have  been  men- 
tioned in  previous  columns.  The.se 
areas  are  obvious,  and  the  selections 
made  within  them  may  do  well: 

The  Traditional  Blue  Chips. 
The  Dow  Jones  industrials  type  of 
stock,  most  of  which  are  selling  at 
12  to  20  times  earnings.  I  would  sin- 
gle out  American  Telephone  (51), 
Ford  Motor  (76),  International  Har- 
vester (38),  Goodyear  (31)  and  even 
long-neglected   General  Food.^    (27). 

The  Libehal- Yield  Stock.s.  In 
this   group    the   electric   utilities   are 


outstanding,  with  yields  all  the  way 
from  5J2%  to  better  than  1%.  Utility 
dividends  are  unlikely  to  be  reduced, 
and  many  of  them  have  been  in- 
creased a  little  every  year.  Another 
high-return  stock  which  appeals  to 
me  is  Notiolk  6-  Western  (69),  which 
returns  more  than  7%  on  a  $5  divi- 
dend, with  earnings  estimated  at  a  lit- 
tle over  $8  this  year. 

The  Energy-Crisis  Stocks.  These 
include  most  of  the  oils,  the  neglected 
coals,  the  better  uraniums  and  the 
shares  of  the  companies  which  sup- 
ply machinery  and  equipment  for  the 
producers  of  energy  for  the  utilities, 
for  the  coal  mines  and  for  the  oil  in- 
dustry. The  pipeline  builders  also 
would  be  in  this  category. 

The  Potential  Dividend-In- 
crease Stocks.  As  soon  as  the  re- 
strictions on  dividend  increases,  a  part 
of  Phase  2,  are  eased  or  eliminated 
there  will  be  a  rash  of  dividend  in- 
creases. Usually  nothing  helps  a  stock 
more  than  a  higher  payout.  These  re- 
strictions definitely  are  temporary, 
and  it  is  inevitable  that  they  must 
eventually  be  eliminated.  The  market 
won't  wait  for  these  increases,  it  will 
tend  to  discount  them  in  advance. 

The  Discoverers  of  Undedicat- 
ed  Natural  Gas.  Gas  for  which  no 
existing  price  contracts  are  in  force 
will  demand  premium  prices.  Unfor- 
tunately, stocks  of  this  type  are  dif- 
ficult to  locate  in  advance.  Forest  Oil 
(23)  may  be  one.  McCulloch  Oil 
(14)  .seems  to  be  developing  some 
undedicated  natural  gas,  and  that 
could  be  a  factor  in  partially  cancel- 
ling out  stricter  accounting  in  the  land 
sales  part  of  the  enterprise. 

It  may  be  premature,  but  I  would 
think  about  taking  some  profits  in 
Federal  National  Mortgage  in  the  25- 
26  aiea.  .  .  .  Once  more,  I  would  like 
to  say  that  A/cm// Lync/i  (33)  appeals 
to  me  as  a  way  to  exploit  a  bigger 
public  interest  in  the  stock  market.  I 
question  whether  any  financial  house 
stock  should  be  regarded  as  an  invest- 
ment, but  I  think  this  is  a  good  price 
speculation.  It  sold  as  high  as  46  earli- 
er this  year  when  the  public  interest 
in  stocks  appeared  less  vigorous  than 
it  is  today.  ... 

Steel  shares  still  are  contending  ] 
with  the  deep  rooted  skepticism 
caused  by  their  poor  behavior  in  re- 
cent years;  but  the  earnings  trend  is 
favorable  and  the  slocks  arc  anything 
but  overvalued.  I  think  Bethlehem 
(29)  is  an  excellent  cyclical  stock  to 
own  now.  Of  course  I  would  consider 
si  eel  stocks  as  issues  to  buy  now  and 
sell  later  on  popularity  rather  than  is- 
sues to  have  and  to  hold.  ...  I  re- 
gard Continental  Oil  (37)  as  one  ol 
the  moic  rea.sonably  valued  quality 
petroleum  issues.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Preview  1973 


Well,  the  DJI  finally  made  it.  So 
what?  The  crossing  last  month  of  the 
magic  1000  mark  was  front  page  news 
and  was  widely  heralded  on  TV  and 
radio.  But  it  really  does  not  mean  a 
thing.  Many  of  those  30  stocks  in  the 
DJI  were  representative  of  the  gen- 
eral market  some  three  or  four  de- 
cades ago,  but  they  have  lost  this  dis- 
tinction. Other,  more  broadly  based 
stock  indexes  had  been  reaching  new 
record  highs  all  along  over  the  years, 
proving  nothing  more  than  that  IBM 
outperformed  GM,  Merck  did  better 
than  Allied  Chemical  and  Kresge 
better  than  Wool  worth.  The  new  high 
in  the  DJI  does  not  even  carry  any 
particular  significance  for  the  follow- 
ers—are any  left?— of  the  Dow  Theory, 
which  requires  confirmation  by  a  new 
high  in  the  Dow  railroad  (now 
"transportation")  average,  and  that 
doesn't  seem  to  be  in  the  cards  now. 

So  let's  forget  about  this  1000 
mark  which,  if  anything,  is  little  more 
than  a  morale  booster.  Perhaps  we 
needed  that.  Meanwhile,  investors  are 
busy  now  with  their  annual  year-end 
occupation  of  adding  up  realized 
gains  and  losses  and  making  appro- 
priate decisions  which  are  motivated 
by  tax  considerations  rather  than  sober 
investment  appraisal.  As  a  result,  De- 
cember can  be  a  rather  freakish  month 
for  many  stocks. 

With  the  elections  out  of  the  way 
and  a  Vietnam  cease-fire  more  or  less 
imminent,  the  stock  market's  future 
will  depend  largely  on  the  basic  eco- 
nomics for  1973.  Unless  all  the  pro- 
fessional economists,  whether  work- 
ing for  the  Government,  the  universi- 
ties or  corporations,  are  completely 
wrong  in  their  forecasts,  1973  looks 
like  an  excellent  year.  We  can  expect 
to  see  new'  peaks  in  the  GNP,  per- 
sonal incornes,  coiporate  profits,  indus- 
trial production,  etc.  More  people 
than  ever  will  be  employed  at  rising 
wages,  but  unemployment  is  likely  to 
remain  above  5%,  and  most  industries 
will  be  operating  under  full  capacity, 
the  present  rate  being  about  83%.  This 
is  a  good  cushion,  and  as  a  result  in- 
flation may  be  held  down  to  an  al- 
most tolerable  rate  of  around  3%.  And 
there  won't  be  a  credit  crunch. 

All  of  this  is  not  privileged  informa- 

Mr.    Biel    is  a   senior  vice   president  of  the   NYSE 
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tion,  of  course.  As  the  outlook  for 
1973  became  clearer  and  some  pend- 
ing uncertainties  were  eliminated,  in- 
vestors, domestic  as  well  as  foreign, 
regained  confidence  and  bought 
stocks.  That  was  the  origin  of  the 
November  rally.  However,  I  doubt 
that  all  of  the  favorable  prospects, 
particularly  as  they  pertain  to  cor- 
porate profits,  have  been  discounted. 
It  is  far  too  soon  to  make  a  reasonable 
judgment  on  how  long  the  American 
economy  can  expand  before  running 
into  a  recession,  but  if  the  uptrend 
remains  intact  for  at  least  another 
year,  then  present  stock  prices  are 
still  cheap. 

How  Much  Is  Discounted? 

As  far  as  individual  stocks  are  con- 
cerned, I  do  not  think  that  market 
leadership  will  remain  with  the  prime 
quality  stocks  which  have  dominated 
the  investment  scene  for  most  of  this 
year.  Their  continuing  and  visible 
earnings  growth  is  taken  for  granted 
and,  therefore,  rather  fully  discounted. 
If  the  American  economy  prospers 
next  year,  as  expected,  the  best  profit 
gains  are  likely  to  be  recorded  by  the 
more  cyclical  corporations  whose 
stocks  one  buys  for  temporary  not  per- 
manent investment.  Steel  and  nonfer- 
rous  metals  stocks  would  seem  to  ofl^er 
"a  far  better  percentage  play  in  the 
months  ahead  than,  say,  a  Sears  or  a 
Procter  &  Gamble.  Bethlehem  Steel 
and  Anaconda  would  be  my  choice. 

Record  capital  expenditures  should 
benefit  such  companies  as  Bucyrus- 
Erie  (26)  or  Harnischfeger  (21).  The 
latter  sells  at  less  than  one-half  of  its 
book  value  and  hasn't  missed  a  divi- 
dend for  30  years.  It  could  earn  as 
much  as  $3  a  share  in  fiscal  1972. 

As  Forbes  pointed  out  in  the  pre- 
vious issue,  coal  has  its  problems, 
and  the  market  action  of  Joy  Manu- 
facturing (down  from  the  70s  earlier 
this  year  to  the  low  30s  at  present) 
reflects  these  conditions.  However, 
more  and  more  coal  will  have  to  be 
mined  in  the  years  ahead  to  meet  this 
countiy's  insatiable  energy  needs.  Joy 
not  only  has  a  major  stake  in  coal 
mining  equipment,  but  is  also  active 
in  the  field  of  air  pollution  controls. 
Even  though  the  immediate  future  is 
not  without  clouds,  Joy's  longer-range 
future  is  intriguing.  ■ 
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industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
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There  is  an 

alternative 

YOU  DON'T  HAVE  TO  GIVE 
CONTROL  OF  YOUR  PORTFOLIO 
TO  SOMEONE  ELSE  TO  OBTAIN 
COMPETENT  INVESTMENT 
COUNSEL. 

Babson's  offers  you  an  attractive  alterna- 
tive if  you  want  to  give  your  investment 
portfolio  the  benefits  of  professional  in- 
vestment counsel  without  sacrificing  your 
personal  discretionary  powers  over  your 
own  cash  and  securities. 

Furthermore,  if  you  object  to  the  general 
requirement  of  paying  a  counseling  fee 
based  on  a  percentage  of  your  portfolio, 
you'll  find  Babson's  fixed-fee  a  welcome 
contrast. 

At  Babson's  we  concentrate  on  invest- 
ment research,  advice  and  counsel.  We 
are  not  in  any  way  engaged  in  the  bro- 
kerage or  mutual  fund  business.  As  a 
Babson  client  you  will  buy  and  sell 
through  your  present  broker  and  re- 
tain final  approval  over  all  your  trans- 
actions. 

The  Babson  organization's  68  years  ex- 
perience, independent  research  depart- 
ment, modern  in-house  computer  plus 
individual  attention  to  your  portfolio, 
assure  you  of  unbiased,  professional 
investment  counsel  precisely  suited  to 
your  personal  investment  aims  and 
needs. 

The  fee  is  fixed  —  not  computed  as  a  per- 
centage of  the  value  of  your  cash  and  se- 
curities.   Usually  counseling  services  start 
with  a  minimum  fee  and  go  up  from  there, 
Babson's  Appraisal  and  Review  Service  be* 
gins  and  ends  with  a  single  universal  fee. 
This  is  the  way  it  has  always  been  at 
Babson's.    We  have  found  that  a  client's 
total  portfolio  value  is  not  necessarily  the 
governing  factor  in  determining  our  costs. 
In  fact  it  seldom  is.    We  think  the  modest 
charge  will  surprise  you  and  actually  be 
much  less  than  you  would  expect. 
So  before  turning  over  your  cash  and 
securities  —  lock,  stock  and  dividends  — 
to  someone  else  to  manage  and  trade 
at  their  discretion,  on  a  percentage-fee 
basis,  why  not  investigate  the  alterna- 
tive offered  by  Babson's? 

Babson's  Investment  Appraisal  and  Re- 
view Service,  we  believe,  is  ideally  suited 
for  personal  portfolios,  pension,  endow- 
ment, or  other  institutional-type  funds 
regardless  of  size.  Mail  this  coupon  for 
complete  details. 

babson's^i'' 
reports  inc. 

INVESTMENT  MANAGEMENT  DIV. 

WELLESLEY  HILLS,  MASS.  02181 
Founded  in  1904  by  Roger  W.  Babson 
Please  send  complete  information  on 
Babson's  Investment  Appraisal  and 
Review  Service. 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  New  Favorites 


1 


To  ANS\vER  an  obvious  question,  I  ^ 
believe  that  the  election  results  will 
not  prove  to  be  an  anticlimax.  For  one 
thing,  the  strong  background  that  was 
previously  ignored  can  in  itself  sus- 
tain more  upside  thrust.  Second- 
ly, the  psychological  environment  has 
thawed,  and  the  emphasis  is  now  on 
the  positive  rather  than  the  negative. 
In  other  words,  the  economic  hypo- 
chondria of  past  months  has  been  re- 
placed by  the  economic  reaUties— 
which  are  strong.  This  is  a  new  en- 
vironment, and  it's  supported  by  more 
than  just  temporary  speculative  eu- 
phoria. The  American  stock  market  is 
still  the  most  attractive  one  in  the 
Free  World. 

I've  long  held  that  most  specula- 
tive worries  were  excessive,  that  too 
little  attention  was  being  given  to 
our  strengths,  too  much  to  the  weak- 
nesses which  are  inevitable  in  a  dy- 
namic society.  Illustrative  of  the  point, 
I  continue  to  believe  that  the  next 
major  change  in  interest  rate  trends 
may  be  in  the  direction  of  stable 
and/ or  lower  rates,  not  a  credit 
crunch.  My  constructive  view  rests  on 
more  than  the  fact  that  peace  in  Viet- 
nam would  temper  the  Government's 
financing  needs.  Specifically,  state 
and  local  government  finances  are  in 
a  surplus  rather  than  a  deficit  posi- 
tion, which  is  something  new  and 
which  suggests  that  municipal  financ- 
ing may  decline  in  1973.  Probabilities 
are  that  the  1973  federal  budget 
deficit  will  be  in  the  $23-billion  to 
$25-billion  area— an  area  which  can 
be  accommodated— rather  than  $35 
billion  to  $39  billion.  In  turn,  the  real- 
ization that  government  financing 
needs  will  be  under  earlier  projected 
levels  could  mean  lower  levels  of  cor- 
porate borrowings.  And  corporate 
cash  flow  is  quite  high.  The  banking 
system  is  liquid,  mortgage  borrowing 
probably  will  decline  next  year,  con- 
sumer savings  are  high,  and  inflation- 
ary expectations  (always  a  part  of  the 
interest  rate  structure)  are  declining. 

In  short,  the  big  question  is  not  so 
much  today's  and  tomorrow's  eco- 
nomics as  it  is  the  question  of  where 
the  issue  emphasis  will  be.  It's  easy 
to  take  the  position  that  the  select 
group  of  high-quality   growth   stocks 

Mr.   Lurie  is  a  partner  In  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


which  outperformed  the  market  as 
a  whole  in  the  past  ten  years  still 
merits  interest.  But  this  approach  in  a 
sense  represents  investing  on  the  ba- 
sis of  hindsight,  whereas  security 
ownership  is  basically  a  business  of 
futures.  Furthermore,  the  competitive 
alternatives  in  today's  growing  econ- 
omy where  inflationary  price  trends 
are  lessening  and  profits  accelerating 
can  be  very  tempting.  Consequently, 
I  suspect  that  the  great  bull  market 
in  multiples  in  a  handful  of  issues  is 
now  over. 

Emphasis  on  the  New 

To  put  it  a  httle  differently,  I  see 
no  need  to  wonder  about  the  relative 
attraction  of  the  "old"  favorites  when 
a  positive  case  can  easily  be  made 
for  so  many  "new"  claimants  to  at- 
tention. I  continue  to  believe  that  the 
list  of  stock  market  superstars  is 
changing  and  broadening  out,  that 
the  emphasis  from  here  out  will  be  in 
new  areas— not  just  in  stocks  with  low 
multiples,  but  in  issues  that  have  var- 
ious measures  of  attraction. 

I  don't  want  to  belabor  the  point, 
but  emphasis  on  the  market  as  mea- 
sured by  the  averages  can  be  mis- 
leading. This  is  still  a  two-tiered  rath- 
er than  all-inclusive  market.  The  shift 
within  the  market  away  from  the 
high-multiple  stocks  that  made  price 
history  in  the  first  half  and  which  I 
discussed  in  past  columns  is  still  very 
much  in  force.  If  anything,  the 
changed  and  broadened  list  of  stock 
market  superstars  is  likely  to  be  ac- 
celerated by  two  considerations:  Mis- 
leading as  the  figures  can  be,  the  fact 
that  the  newspapers  show  P/E  mul- 
tiples based  on  trailing  12-month 
earnings  will  tend  to  spotlight  the 
difference  in  valuations.  There  also  is 
a  possibility  that  the  shift  in  issue  em- 
phasis will  1)6  emphasized  by  tax  sell- 
ing pressures  (pressures  which,  inci- 
dentally, also  may  adversely  affect 
past  speculative  favorites  such  as  the 
airlines). 

The  improvement  in  the  economy 
as  a  whole  and  in  retail  sales  in  par- 
ticular points  to  Dennison  Mauufac- 
turing  (under  37,  paying  70  cents). 
Although  the  average  consunior 
knows  the  company  best  for  its  wide 
line  of  stationery  supplies  and  ihe 
"Buttoneer,"  the  company's  most  ini- 
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portant  single  earnings  contributor 
is  the  products  made  by  its  retail 
marking  and  attaching  systems  divi- 
sion. A  new  marking  system  for  com- 
puter-recorded sales  and  inventory 
control  could  be  an  important  plus  in 
coming  years.  Secondly,  although 
Xerox  is  by  far  the  leading  factor  in 
the  office  copier  business,  Dennison 
has  made  progress  with  its  copier, 
which  is  in  the  Chevrolet  rather  than 
Cadillac  class.  I  believe  earnings  will 
reach  an  all-time  record  of  $2.80-$2.90 
per  share  this  year  as  compared  with 
a  level  of  $2.51  in  1971,  and  more 
is  likely  in  1973. 

k  Reappraisal 

Capital  gains  opportunities  can  be 
provided  by  multiple  revaluation.  I 
do  not  agree,  for  example,  with  the 
fear  that  long-wearing  radial-ply  tires 
will  be  a  major  depressant  on  replace- 
ment demand.  Apart  from  the  fact 
that  radial-ply  tires  sell  for  more  than 
twice  the  price  of  the  average  tire 
(which  means  a  limited  market),  it's 
interesting  to  note  that  although  the 
tire  industry  steadily  improved  wear- 
ing qualities  in  the  past  ten  years,  the 
replacement  market  nevertheless  has 
consistently  increased.  With  all  tiie 
stocks  selling  at  extremely  conserva- 
tive multiples  and  the  1973  outlook 
good,  I  think  the  group  could  attract 
new  attention  from  here  on  out.  Arm- 
strong Rubber  (around  38,  paying 
$1.60)  is  the  major  supplier  to  Sears, 
Roebuck  (the  nation's  largest  tire  re- 
tailer) and  should  report  about  $4.25 
per  share  for  the  recently  ended  fis- 
cal year.  Goodyear  Tire  ir  Rubber 
(around  30,  paying  88  cents)  is  the 
world's  largest  tire  and  rubber  manu- 
facturer and  should  earn  a  record 
$2.65  this  year.  < 

In  the  same  vein  of  thought,  there 
is  little  question  that  residential  build- 
ing will  decline  next  year.  But  the 
10%  lower  level  of  new  home  starts 
in  prospect  is  far  from  a  surprise  to 
the  marketplace,  which  never  exploit- 
ed the  current  boom  in  terms  of  the 
producers  of  what  might  be  termed 
commodity  building  products.  Fur- 
thermore, the  decline  in  residential 
home  starts  should  be  offset  by  in- 
creasing' commercial  construction, 
with  the  results  that  total  construc- 
tion demand  should  remain  high. 
Meanwhile,  it  is  my  understanding 
that  the  gypsum  industry  has  recov- 
ered about  half  of  the  price  erosion 
that  occurred  in  the  1960s.  All  of 
which  points  to  U.S.  Gypsum  (un- 
der 27,  paying  $1.50).  The  nation's 
largest  gypsum  producer  is  likely  to 
earn  about  $2.80  per  share  this  year, 
an  all-time  record,  and  the  current 
multiple  is  the  lowest  on  record,  a 
condition  I  believe  will  change.   ■ 


(f)hmtnm 
Mtun 

A  mutual  fund  is  a  Christmas  present  with  a  future.  And  a  Scudder 
no-load  fund  is  one  without  a  sales  charge.  The  full  amount  of  your  gift 
dollar  is  used  to  purchase  shares.  So  what  you  give  is  what  they  get.  We 
have  four  no-load  funds  with  different  investment  objectives  for  almost 
everybody  on  your  list.  From  your  maiden  aunt  to  your  long-haired  son. 
Send  us  the  coupon,  we'll  tell  you  about  our  funds.  Then  when  your 
family  tries  to  guess  what  they're  getting,  give  them  a  stock  answer. 


SCUDDER 

SCUDDER.  STEVENS  8.  CLARK  INVESTMENT  COUNSEL 

Scudder  Fund  Distributors,  Inc. 

Dept.  55,10  Post  Office  Square,  Boston,  Mass.  02109 

Please  send  me  a  free  prospectus  for  the  following: 

□  Scudder,  Stevens  &  Clark  Balanced  Fund 

n  Scudder,  Stevens  &  Clark  Common  Stock  Fund 

□  Scudder  Special  Fund    □  Scudder  Development  Fund 

Name 


Address 
City, 


OR 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 

OIL  AND   GAS   DIVISION 

Minerals  ownership,  exploration  and   development, 

WHELAND   FOUNDRY   DIVISION 

One  of  the   nation's  largest  and   most 
modern   production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST  STOCK  EXCHANGES  (SYMBOL;  NAR) 
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Ifyouliaye$2a000 
or  more  in  the  market, 

let  me  manage 
half  of  it  for  one  year. 


"N 


Of  course,  I  do 
not  know  just  what  your  personal 
financial  goals  are,  but  I  do  know 
they  are  important  to  you. 

I  am  a  personal  investment 
counselor.  Have  been  since  1938. 
I  manage  other  people's  invest- 
ment dollars.  I'd  like  to  manage 
half  of  your  portfolio  for  one  year, 
then  let  you  decide  who  ought  to 
do  the  whole  job. 

My  staff  and  I  are  not  brokers. 
We  have  no  commissions  to  earn, 
no  mutual  funds  to  sell.  We  con- 
centrate in  managing  many  mil- 
lions of  dollars  for  people  who 
have  looked  into  what  we  do,  liked 
what  they  saw,  and  who  want  us 
to  manage  their  securities  by  the 
same  principles  we  use  in  manag- 
ing our  own  money. 

We  have  great  humility  about 
the  problems  in  investing.  How- 
ever, we  believe  the  long-range  fu- 
ture of  American  business  is 
sound.  We  think  further  inflation 
is  inevitable.  And  I  have  personal 
confidence  our  management  plan 
may  help  you  make  your  financial 
future  more  comfortable. 

If  you  would  like  specifics,, 
write  for  our  48-page  booklet. 
"Personal  Investment  Counsel." 
Read  it.  Then  decide  if  you'll  ac- 
cept my  challenge. 

Mansfield  Mills  Inc. 

7918  Ivanhoe  Ave.,  Dept.  F-12-1 
La  Jolla,  California  92037 


DIAMONDS 

Private  Estates 
must  raise  casli 


Willing  to  sacrifice  the  following 
DIAMOND  Engagement  RINGS! 

(PARTIAL  LISTING) 

8.25ct.  Marq  $17,500 
7.25ct.  Marq  $12,200 
5.70ct.  Round  $11, 400 
7.39ct.  Round  $10,900 
5.40ct.  Marq  $9,600 
5.28ct.  Pear  $9,500 
3.27ct.   Marq  $6,100 

APPRAISALS  PERMITTED.  Excellent  investment 
values.  Out-of-town  examination  arranged 
without  obligation. 

Call  MR.  ROMANOFF  Collect 

,  (212)247-3461  . 


4.06ct. 

Round  $6,100 

3.52ct. 

Oval    $5,300 

4.62ct. 

Pear  $4,700 

3.21ct. 

Pear   $4,350 

3.35ct. 

Round  $4,350 

2.32ct. 

Marq  $3,900 

2.74ct. 

Round  $3,500 

TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


The  Time  Factor 


As  MY  preceding  column  pointed 
out,  the  stock  market's  strong  re- 
sponse to  President  Nixon's  reelection 
carried  the  Dow  toward  the  1000 
mark  and  so  completed  its  entire 
trading  range  under  980,  since  last 
spring,  as  a  "base"  with  technical  im- 
plications of  a  potential  subsequent 
thrust  well  into  the  1000-1100  range. 
And,  as  was  also  noted,  a  breakout 
decisively  beyond  1000  could  be 
viewed  as  completing  the  Dow's  fluc- 
tuations under  that  level  since  early 
1966  as  a  long-term  base  theoretically 
capable,  by  technical  standards,  of 
an  eventual  advance  to  1300-1400. 

Having  emphasized  here  in  mid- 
November  that  these  projections  re- 
flect technical  potentials  whose  ulti- 
mate realization  depends  on  a  num- 
ber of  future  technical  and  funda- 
mental developments  yet  to  emerge- 
in  my  opinion,  more  likely  than  not— 
I  now  want  to  make  sure  readers  un- 
derstand, too,  what  time  horizons  are 
involved.  It's  probably  realistic  to  as- 
sume that  a  swing  well  toward  Dow 
1100— that  is,  an  advance  of  no  more 
than  about  10%  above  the  early-No- 
vember rally  tops— could  materialize 
within  a  matter  of  a  few  months.  On 
the  other  hand,  a  30%-40%  climb  into 
the  Dow  1300-1400  could,  allowing 
for  the  typical  zigzags  of  the  overall 
stock  price  movement,  take  several 
years  to  achieve.  While  the  zigs  dur- 
ing such  a  long  haul  could  be  very 
pleasant,  some  of  the  zags  could  cause 
a  good  deal  of  malaise. 

A  Conservative  View 

To  take  first  things  first,  I  am  rea- 
sonably confident  that  the  Dow  will 
advance  toward  1100  during  the 
months  ahead.  Ideally,  it  could 
reach  somewhat  beyond  1100.  But 
for  now,  I  want  to  take  a  relatively 
conservative  view  of  this  intermedi- 
ate term  prospect.  Tentatively,  the 
Dow's  1973  per-share  earnings  can 
be  estimated  at  $72-$75,  vs.  a  likely 
$65-$67  for  1972.  Assuming  that 
long-term  interest  rates  will  neither 
rise  nor  decline  significantly  for  some 
time  to  come  from  their  current,  his- 
torically rather  high  level,  and  allow- 
ing also  for  a  likelihood  that  the  up- 
trend of  business   and  earnings  will 

Mr.  Schuiz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,  Inc. 


subside  by  1974,  next  year's  potential 
^DJI  earnings  might  not  command 
more  than  a  multiple  of  15,  which 
would  bracket  a  1080-1125  range. 

Obviously,  from  near  1000,  this  is 
not  exactly  a  mouth-watering  projec- 
tion. On  the  other  hand,  I  seriously 
question  that  current  and  foreseeable 
conditions  would  justify  a  multiple  un- 
der, say,  13,  which  would  imply  "sup- 
port" around  or  even  above  950.  On 
this  basis,  the  intermediate-term  aver- 
age risk-reward  ratio  looks  like  about 
1:2.  To  my  mind,  this  is  quite  accept- 
able, not  only  in  light  of  the  larger 
long-term  technical  uptrend  potential, 
but,  more  immediately  important,  be- 
cause so  many  stocks  are  still  selling  at 
much-below-average  P/E  ratios,  and 
thus  might  stage  greater  percentage 
advances  than  the  Dow. 

As  for  that  long-term  uptrend  po- 
tential, here  is  how  I  see  it:  Assum- 
ing that  inflationary  expectations  will 
remain  comparatively  subdued,  long- 
term  interest  rates  could  be  expected 
eventually  to  decline  somewhat.  In 
that  case,  the  Dow  could,  in  time, 
command  an  earnings  multiple  of,  say, 
16  without  becoming  radically  over- 
priced. On  this  premise,  Dow  1300- 
1400  would  call  for  $81-$87  earnings, 
roughly  11%-12%  more  than  next 
year's  possible  results. 

As  matters  look  right  now,  I  don't 
think  one  could  safely  expect  this 
earnings  level  to  be  in  sight  until  per- 
haps 1975  at  the  earliest.  Thus,  it 
might  take  the  best  part  of  the  next 
two  or  three  years  for  the  Dow  to 
gain  30%-40%  from  its  recent  level- 
again,  not  a  spectacular  potential  rate 
of  gain  per  annum,  but  not  one  to  be 
ignored  either.  What's  more,  if  one  is 
willing  to  assume  that  the  economy 
will,  at  worst,  hit  a  flat  spot  in  1974 
and  that  a  recession  can  be  avoided, 
corporate  earnings  could  be  expect- 
ed to  remain  high  enough  to  continue 
providing  support  for  the  Dow  l)e- 
tween  ,say,  900  and  1000.  If  so,  the 
longer-term  average  ri.sk-reward  ratio 
near  Dow  1000  would  also  be  ac- 
ceptable at,  say,  1:3  or  better. 

Perhaps  most  important,  if  investors 
here  and  especially  abroad  l>egin  to 
share  this  view  and  shed  the  frustra- 
tions of  the  past  few  years,  wc  could— 
at  last— see  a  sustained  ground  swell 
of  strength  in  breadth.  ■ 
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STOCK  TRENDS 

By  Myron  Simons 


How  To  Find  The  Live  Ones 


When  a  friend  of  mine  was  a  boy, 
his  house  was  filled  with  stuffed  eagles, 
old  musical  instruments  and  other  ob- 
jects that  his  father  used  to  love  to 
buy  at  country  auctions.  The  old  gen- 
tleman was  proud  of  his  cleverness  in 
grabbing  bargains,  even  though  the 
things  he  bought  were  considered 
dust-collectors  by  the  rest  of  the  fam- 
ily. That  kind  of  result  is,  unfortunate- 
ly, not  limited  to  small-town  auctions. 
A  lot  of  stocks  bought  in  recent  years 
at  what  seemed  to  be  bargain  prices 
have  turned  out  to  be  dust-collectors. 

Of  course,  unlike  dusty  eagles, 
dusty  stocks  do  have  an  intrinsic 
value,  but  how  many  of  us  are  really 
buying  stocks  for  intrinsic  value?  We 
are  buying  them  because  we  hope  they 
will  go  up. 

There  are  two  ways  a  stock  can 
go  up:  It  can  follow  earnings  up;  or  it 
can  go  up  on  both  higher  earnings 
and  on  a  higher  price/ earnings  ap- 
praisal. The  second  is  where  the  big 
profits  are,  but  how  do  you  find  the 
right  candidates?  Do  you  lock  away 
stocks  that  already  have  high  P/Es? 

The  problem  is  that  P/E  ratios 
don't  really  tell  us  anything  about 
risk.  In  theory,  the  lowest  P/Es  should 
be  the  riskiest;  the  market  simply 
doesn't  have  a  very  high  opinion  of 
their  earnings.  In  practice,  however, 
the  high  P/Es  are  often  the  riskiest, 
and  if  you  doubt  it  just  check  in  your 
newspaper  and  see  what  has  happened 
this  year  to  Levitz  and  Bausch  & 
Lomb  and  quite  a  few  other  high 
P/E  stocks. 

Which  brings  me  to  the  point  of 
this  column.  If  the  dust-gatherers 
don't  offer  much  opportunity,  and  if 
the  high  P/E  stocks  contain  too  much 
risk,  where  then  does  opportunity  lie? 
It  lies  in 'picking  low  P/Es  which 
have  a  good  chance  of  becoming  high 
P/Es.  Is  this  easy?  Quite  the  opposite. 
But  it  is  challenging  and  it  can  be 
highly  rewarding. 

I  think  it  will  be  especially  reward- 
ing in  the  era  of  huge  change,  which 
the  country  seems  to  be  going  through. 
The  Vietnam  war  is  almost  finished 
as  a  market  Influence.  Trade  with  our 
erstwhile  enemies,  Russia  and  China, 
is  going  to  create  vast  new  markets. 
Markets  for  what?  Probably  not  for 

Mr.   Simons,   a   guest  columnist,    is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


consumer  goods.  It  is  capital  equip- 
ment Russia  and  China  want  and  will 
be  needed  to  help  rebuild  Vietnam. 

That  means  that  companies  like 
Deere  (44);  International  Harvester 
(38),  which  is  expected  to  earn  $3 
this  year  and  $3.30-$3.40  next;  In- 
gersoll-Rand  (68),  with  $4.25  ex- 
pected for  this  year  and  a  chance  at 
$4.85  next;  Bucyrus-Erie  (26),  which 
seems  likely  to  earn  $2.15  this  year 
and  considerably  higher  next— all  can 
look  forward  to  growth  that  may  last 
for  more  than  just  a  year  or  two.  The 
same  can  be  said  of  some  machine 
tool  companies,  such  as  Cincinnati 
Milacron  (38)  or  Sundsirand  (29). 
They  sell  at  relatively  high  P/E  multi- 
ples, but  that's  because  their  profits 
have  been  so  badly  affected  by  the 
recession.  These  stocks  I  have  just 
mentioned  are  instances  where  both 
earnings  and  P/E  rates  could  go  up 
and  have  a  real  multiplier  effect  on 
the  stocks. 

Long-Term  Opportunities 

In  a  different  area.  Congress  has 
passed  its  huge  water  pollution  control 
bill  over  President  Nixon's  veto.  This 
should  benefit  Fischer  6-  Porter  (23), 
which,  among  other  things,  makes  in- 
struments that  are  used  in  water  and 
fluid  control  processes.  The  company 
•is  expected  to  earn  $1.50  in  the  fiscal 
year  which  ends  in  April  1973. 

Several  months  ago  I  recommended 
a  few  air  pollution  control  stocks. 
They  have  since  gone  down  sharply, 
because  the  authorities  have  not  been 
able  to  establish  a  complete  set  of 
guidelines  that  tell  pollutors  what 
impurities  to  curb.  Therefore,  compa- 
nies have  suspended  their  orders  of 
pollution  control  equipment,  and  the 
backlog  of  companies  that  make  such 
equipment  has  gone  down  sharply. 
This  strange  situation  in  a  field  with 
such  great  growth  potential  is  simply 
an  opportunity  for  the  long-term  inves- 
tor. Such  companies  as  American  Air 
Filter  (30)  and  Research-Cottrell 
(61)   have  excellent  futures. 

The  news  on  China  and  Russia  and 
on  our  changing  economy  is  all  there 
in  the  newspapers,  and  you  can  read 
it  and  interpret  it.  No  need  to  be 
stuck  with  the  dust-gatherers.  Or 
clobbered  by  the  too  high  P/Es.  In- 
side information?  It's  so  overrated.  ■ 


NICHOLAS 

STRONG 
FUND,  INC 

A  NO-LOAD  FUND 


Objective:  possible  capital 
appreciation 

For  free  prospectus  mail 
this  coupon  to: 
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STRONG 
FUND.  INC. 
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Milwaukee, 
Wisconsin  53202 


Name 


Address 


City 


State 


Zip 


F  12/72 
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^Johnston 

Mutual  Rind 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available  (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 
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FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  70 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues;  3 
monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-121,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 
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Why  Value  Line's 
Investors  Reference  Service 
is  not  bound. 


How  do  you  go  about  updating  a  bound  ref- 
erence volunne  whose  pages  are  perma- 
nently attached  to  the  binding?  You  don't. 
You  wait  six  months  or  a  year  for  the  next 
edition.  That's  fine  in  some  fields  of  study 
—but  not,  we  think,  in  the  stock  market. 

Thousands  of  changes  in  stock  prices, 
some  of  major  significance,  occur  every 
week.  Actual  and  projected  stock  earnings 
are  also  continually  changing.  If  you  are 
seeking  investment  guidance  on  what  to  do 
now,  we  believe  that  the  research  you  use 
can  be  no  better  than  it  is  current.  (Indeed, 
out-of-date  research  may  sometimes  be 
worse  than  none  at  all.) 

And  that  is  why  Value  Line's  Investors 
Reference  Service  is  not  bound  ...  so  that 
what  is  between  its  covers  can  be  continu- 
ally updated  ...  so  that  the  research  con- 
clusions it  gives  you  reflect  the  very  latest 
information  and  evaluation  of  future  prices, 
earnings  and  other  key  investment  factors 
affecting  the  stocks  that  interest  you.  This 
systematic  coverage  includes  more  than 
1400  leading  stocks,  which  account  for 
more  than  90%  of  the  dollar  value  of  all 
shares  traded  in  U.S.  securities  markets. 


Value  Line's  CONTINUALLY 
UPDATED  Investors  Reference 
Service  covers  more  than 
1400  Stocks  in  67  Industries. 

Continually  renewed,  as  the  latest  research 
reports  update  and  replace  the  old.  Only 
the  outside  binder  remains  the  same.  The 
weekly  updating  takes  less  than  a  minute. 

How  it  works. 

When  you  receive  Value  Line's  1800-page 
Investors  Reference  Service,  you'll  find  in 
it  our  current  full-page  research  reports  on 
each  of  more  than  1400  stocks  and  the  67 


industries  in  which  they  are  grouped,  com- 
pletely indexed  for  your  immediate  refer- 
ence. Plus  the  latest  weekly  Summary  of 
Advices  giving  you  our  current  investment 
ratings  of  all  these  stocks. 

EVERY  WEEK  thereafter,  you  receive 
new  full-page  reports  on  more  than  100 
stocks  and  their  industry  groups.  These  re- 
place and  completely  update  the  previous 
set  of  reports  on  the  same  stocks  and  in- 
dustries. Thus  every  13  weeks  your  reports 
on  all  1400  stocks  and  67  industries  are 
entirely  renewed.  If  evidence  requires,  sup- 
plementary reports  are  issued,  too.  Only 
the  outside  binder  remains  the  same. 

EVERY  WEEK  you  also  receive  a  new 
24-page  Summary  of  Advices  giving  you 
Value  Line's  up-to-date  investment  ratings 
of  each  of  more  than  1400  stocks— each 
rated  against  all  the  others— for  (a)  Rela- 
tive Probable  Market  Performance  in  the 
Next  12  Months,  (b)  Relative  Appreciation 
Potentiality  in  the  Next  3-to-5  Years,  (c)  Rel- 
ative Estimated  Yield  in  the  Next  12  Months, 
and  (d)  Relative  Investment  Safety.  Plus 
the  very  latest  earnings,  dividend  and  P/E 
data  for  each. 

If  you're  the  kind  of  investor  who  won't 
settle  for  obsolescent  information  and 
guidance.  Value  Line's  unbound  Investors 
Reference  Service  may  be  especially  for 
you.  We  think  you'll  find,  too,  that  the 
quality  as  well  as  the  currency  of  Value  Line 
research  is  also  in  a  class  by  itself. 

Accept  this  $25  Bonus. 

We  therefore  invite  you  to  accept  the  com- 
plete 1800-page  Investors  Reference 
Service  (sold  separately  for  $25)— entirely 
as  a  BONUS— with  an  introductory  trial  sub- 
scription to  The  Value  Line  Investment 
Survey.  (The  Reference  Service  includes  a 
smaller  volume,  not  pictured,  with  detailed 
recommendations  of  Special  Situations  and 
Especially  Recommended  Stocks.) 

Your  introductory  trial— which  itself 
comes  to  you  under  this  offer  at  nearly  50% 
off  the  regular  rafe- will  bring  you  new 
full-page  reports  and  a  new  Summary  of 
Advices  on  more  than  1400  stocks  every 
week,  keeping  your  Investors  Reference 
Service  continually  up-to-date.  You  have 
nothing  to  lose,  as  this  offer  carries  a  30- 
day  full  money-back  guarantee.  To  see  for 
yourself  how  much  you  have  to  gain,  mail 
the  no-risk  coupon  today. 


^  ^^^^  ^The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York„N.Y.  10017 

D  Begin  my  13-week  trial  subscription  to  The  Value 

Line  Investment  Survey  at  the  special  money-saving 

rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will 

also  receive  The  Investors  Reference  Service.  I  have 

enclosed  my  $25  checK  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  avail- 
able only  once  to  any  household. 
D  I  would  prefer  one  year  (52  issues)  of  Value  Line  and 

The  Investors  Reference  Service  for  $189. 
D  Payment  enclosed        D  Bill  me  for  $189 


SIGNATURE 

Y-I6NOI 

NAME  (please  print) 

ADDRESS 

CITY 

STATE 

ZIP 

I 


If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refNnded. 
N.  Y.  residents  please  add  applicable  sales  tax.  Foreign 
rates  available  on  request.  (No  assignment  of  this  agree- 
ment will  be  made  without  subscriber's  consent.) 
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Trends 

&  Tangents 

(Continued  from  page  10) 

ably  the  first  such  commercials  in 
TV  history.  Western  executives 
say  the  response  from  deaf  people 
has  been  excellent.  Moreover,  the 
commercials  are  so  novel  that  they 
attract  the  attention  and  approval 
of  other  viewers.  "People  with 
normal  hearing,"  says  one  Western 
marketer,  "are  fascinated  by 
sign  language." 

Safety  Pays,  Safety  Costs 

The  total  cost  of  industrial  safety 
to  the  U.S.  jumped  130%  during 
the  past  decade,  a  growth  rate 
greater  than  that  of  the  gross  na- 
tional product.  The  computed  cost 
for  lost  wages,  new  safety  equip- 
ment, plus  health  and  administra- 
tive expenses  has  grown  from  $2.2 
billion  in  1960  to  $5.1  billion  in 
1970.  With  more  stringent  nation- 
al safety  standards  anticipated,  one 
research  firm  predicts  such  costs 
will  reach  $17  billion  by  1985.  For- 
tunately, industrial  safety  money  is 
now  going  primarily  to  accident 
prevention  rather  than  to  compen- 
sate the  victims. 

Putting  the  Francs  in  the  Banks 

The  Scots  may  have  the  name 
for  thrift,  but  the  Swiss  save  more 
aimually.  The  Swiss  save  on  aver- 
age about  $3,000  per  capita,  the 
U.S.  comes  second  with  $2,700, 
while  at  the  bottom  of  the  savings 
table  are  such  low-income  nations 
as  Thailand  ($13)  and  Colombia 
($12).  The  highest  growth  rate  in 
savings  accounts  is  in  Yugoslavia 
and  France.  However,  such  growth 
may  not  always  improve  the  stan- 
dard of  living,  but  may  merely  rep- 
resent a  depreciation  of  the  cur- 
rencv  of  various  countries. 


WASHINGTON 


Helpful  Regulations 

The  Department  of  Commerce's 
new  flammabihly  standards,  effec- 
tive June  8,  1973,  should  mean 
a  better  night's  sleep  for  wary  con- 
sumers. But  according  to  the  pack- 
aging and  labeling  manual  of  cur- 
rent federal  logulations.  mattresses 
that  meet  the  new  standards  as 
well  as  the  more  flammable  mat- 
tresses produced  before  that  date 
will  bear  identical  labels— none.   ■ 
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READERS  SAY 


(Continued  from  page  12) 

that  "title  companies  and  lawyers  have 
managed  to  keep  traditional  and  archaic 
title  transfer  procedures  in  effect  in  most 
states,  leading  to  further  unnecessarily 
high  closing  costs."  It  may  interest  you 
to  know  that  this  Association  is  support- 
ing, with  money  and  manpower,  an  ef- 
fort headed  by  the  American  Bar  Foun- 
dation to  develop  a  compatible  land 
identifier  system  and  thereby  improve 
public  records. 

—William  J.  McAuliffe  Jr. 

Exec.  Vice  President, 

American  Land  Title  Assoc. 

Washington,  D.C. 

Sir:  In  dealing  with  the  brokerage 
phase  of  the  real  estate  business,  you 
missed  the  heart  of  the  matter  entirely. 
There  are  too  many  licensees  in  the  real- 
ty business,  and  that  is  the  fault  of  the 
government.  Our  business  has  to  become  a 
profession.  Only  government  can  regulate 
this— by  educational  requirements  far  be- 
yond what  they  are  now— with  stringent, 
professional  examinations  and  by 
high  license  fees.  Then  we  would  no 
longer  be  deluged  with  frustrated  house- 
wives, divorcees,  widows  and  displaced 
persons  who  have  failed  in  other  fields. 

—Percy  H.  Flaaten 

President, 

Beach  &  Flaaten 

San  Marino,  Calif. 

Sir:  A  friend  of  my  high  school  days 
went  directly  into  the  used  car  business, 
where  he  was  only  moderately  success- 
ful. After  a  dozen  years  he  took  a  job 
selling  real  estate.  I  asked  him  how  it 
all  was.  His  reply:  "It's  like  the  used  car 
business,  except  that  I've  had  to  lower 
my  sense  of  ethical  values.  But  I'm  mak- 
ing money."  Enough  said? 

—Richard  W.  Chapman 
Ossining,  N.Y. 

Sir:  I  see  that  you  spelled  Realtor  with 
a  small  "r"  instead  of  a  capital  "R".  Af- 
ter reading  your  article,  I  can  understand 
why.  Perhaps  you  should  send  a  copy 
to  Webster's. 

—John  Miller 
New  York,  N.Y. 

Brief  Association 

Sir:  Your  article  on  Ecological  Science 
(Oct.  15)  associates  me  with  the  compa- 
ny and,  indeed,  names  me  as  one  of  its 
founders  five  years  ago.  This  is  not  cor- 
rect. I  joined  the  board  of  Ecological 
Science  in  July  1971.  Prior  to  that,  I  had 
made  one  or  two  efforts  to  acquire  finan- 
cial aid  for  the  company.  I  resigned  from 
the  board  in  September  1971. 

— Grinnell  Morris 
New  York,  N.Y. 

On  Learning  from  Others 

Sir:  As  an  Argentinian  architect  who 
recently  became  an  American  citizen,  I 
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8  Weeks  Of 
Stock  Market  Advice 

Only  $1 

For  only  $1  get  our  monthly  buy,  sell,  hold  advice  on  650 
leading  stocks.  Also  receive  8  weeks  of  our  8  page  Weekly 
Report.  Includes  27  Stock  Market  aids  most  all  of  which  are 
monthly  features. 

Features  are:  our  Weekly  Market  Commentary,  Stock  Service 
Digest  —  a  Digest  of  25  Advisory  Services,  Business  Outlook, 
Industry  Surveys,  Trader's  Page,  Overseas  Repxjrt  and  Group 
Studies.  Stock  Recommendations  include:  (1)  Stocks  Recom- 
mended by  25  Other  Well-known  Investment  Advisers;  (2) 
Model  Stock  PortfoUos;  (3)  Growth  Stocks  with  Specific  Buy, 
Sell,  Hold  Advice;  (4)  "Master  List"  of  Recommended  Stocks— 
Both  Speculative  and  Conservative;  (5)  Over-the-Counter  Recr 
ommendotions;  (6)  "Trading"  Suggestions. 

4  Stocks  Under  $25 

With  your  $1  Trial  Subscription  you  also  receive  our  recom- 
mendations on  4  Stocks  Under  $25  for  long  term  accimiulation. 
And  our  buy-sell-hold  advice  is  offered  on  22  Volatile  Issues 
such  as  Syntex,  Avon,  Disney,  Burroughs,  Occidental  Petro- 
leimi,  IBM  and  Xerox. 

30  Stock  Split  Candidates 

You  also  receive  as  part  of  our  offer  o\ir  list  containing  30 
Stock  Split  Candidates.  Stock  splitting  cuts  a  stock's  price  per 
share  to  a  more  popular  buying  level.  This  usually  attracts 
more  investors.  Demand  for  the  stock  often  goes  up.  And  often, 
but  not  always,  so  do  prices  and  dividends. 

Money-Back  Guarantee 

Fill  out  coupon  below  and  send  it  today  with  $1  for  your  8 
Week  Trial  of  Dow  Theory  Forecasts.  You  must  be  satisfied  or 
your  money  back.  (New  subscribers  only.  Subscription  cannot 
be  assigned  without  your  consent.) 
MAIL  TODAY 
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DOW  THEORY  FORECASTS,  INC.,  Dept.  f-12-1-72 


P.O.  Box  4550 
Grand  Central  Station 
New  York,  New  York  10017 
NAME   


D  Send  Ainnail.  25  cents  additional. 


L 


ADDRESS 
CITY 


STATE- 


ZIP. 


J 


60  5th  Ave. 

(Cor.  12th  St.  adjacent  to  church) 

Forbes  Building 
3,600  Sq.  Ft. 

—     Will  divide  to     — 

2,100  sq.ft. 

choice  office  space 

full  service,  central  A/C 

24  hr.  security 

conv.  to  transportation 

owner  managed 

' —  BROKERS  PROTECTED  - 
Call  Mr.  Greenberg  675-7500  Ext.  203 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  S.E.C.  INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

NOV.   1972  SELLING   PRICES 

1964  GRAIN    $1.06  per  gallon 

1963  GRAIN    $1.13  per  gallon 

1962  GRAIN    $2.01  per  gallon 

1961  GRAIN    $3.60  per  gallon 

I'rices  and  supplies  suiject  to  change  uithout  notice. 

This  commodity  staple  is  traded  in  dollars, 
sterling  or  other  currencies— minimum  $2400 
—and  is  not  subject  to  interest  equalization 
tax. 

Please  send  for  Prospectus 

ACCRUED  EQUITIES,  INC. 

(Since  1954) 

Write  F.  L.  Schoenwald 

122  E.  42nd  St.,  N.Y..  N.Y.  10017  (212)  MO  1-3595 


With  hundreds  of  Funds  to 
choose  from,  why  should  you 
buy  without  impartial  advice? 

UNITED  Mutual  Fund  Selector 


covers 


389  Mutual  Funds 

Not  only  statistical  comparisons,  but 
.  .  .  appraisal  of  risk,  specific  analysis 
and  unbiased  advice  on  which  Funds 
United  recommends  to  buy. 

Send  today  for  United's  current  Report  on  389 
MUTUAL  FUNDS,  including  6  Funds  to  buy.  Plus 
a  complete  copy  of  our  next  issue  containing 
United  s  Supervised  List  of  20  Funds. 


This  entire  package  only  $2  ajj^^^,, 


Fill  out 
coupon 
and  mail 

today 


NAME  (please  pnnt)- 
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ClfV  . 


STATE. 


ZIP. 


UNITED  Mutual  Fund  Selector 

A  Service  of  United  Business  Service 
212  NEWBURY  STREET,  BOSTON.  MASS.  02116 


FM12-1 

Please  send: 
entire  package 
of  Mutual  Fund 
information 


No  talvtman  will  call. 
Wc  hav«  none. 


one'  open  lo  new 
Guest  SuDscbe's  only 
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INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  nnutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 

Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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READERS  SAY 


keep  a  watchful  eye  on  tlie  economic 
and  political  scene  of  my  homeland.  The 
view  of  one  Mr.  Dominguez  ( Readers 
Say,  Nov.  1 )  re  your  enlightening  inter- 
view witli  Roberto  Alemann  {Oct.  15) 
was  insulting  and  in  poor  taste.  The  U.S.' 
prestige  is  not  at  an  all-time  low  and  if 
the  U.S.  is  to  learn  and  profit  from  other 
countries'  experiences,  it  matters  ver>  lit- 
tle whether  the  country's  name  is  Ar- 
gentina, Venezuela  or  the  Roman  Em- 
pire. And  people  like  Mr.  Alemann,  who 
have  something  to  warn  us  about,  in 
this  case  regarding  inflation,  are  not 
"dooms avers"  in  my  book. 

—Roger  Berensohn 
Waimanalo,  Hawaii 

ADRs 

Sm:  In  \our  stoiy  on  foreign  stock 
(Oct.  15),  Royal  Dutch  Petroleum  is 
mentioned  as  having  ADRs.  The  shares 
of  Royal  Dutch  for  trading  on  the  NYSE 
are  not  ADRs.  New  York  shares  issued 
by  Irving  Trust  Co.,  as  Depositar>-,  rep- 
resenting ordinary'  stock  of  The  "Shell" 
Transport  and  Trading  Co.,  Ltd.,  are  list- 
ed and  traded  on  the  NYSE,  and  these 
shares  are  ADRs.  Accordingh-,  the  table 
accompanying  \our  article  could  have 
included  "Shell"  Transport  as  a  U.K. 
company.  Shell  Transport  has  a  40%  in- 
terest in  the  Royal  Dutch/Shell  Croup 
of  companies. 

— RlCH.^RD  C.  \'lOHI. 

Manager,  Investor  Relations. 

Asiatic  Petroleum  Co. 

New  York,  N.Y. 

Royal  Dutch  also  has  some  Netc  York 
shares,  with  the  Chase  Manhattan  Bank 
as  transfer  anient,  which  are  commonly 
treated  as  ADRs— Ed. 

A  BuU's-Eye— Almost 

Sir:  How  you  could  foretell  and  fore- 
see the  results  of  the  Presidential  election 
as  accurately  as  you  did  ( Other  Cont- 
ments,  Nov.  1 )  is  way  beyond  my  un- 
derstanding. 

— ArTHI'R  F.  ScHLOBOHXf 

Short  Hills,  N..1. 

Sir:  Let  us  hope  that  in  future  elec- 
tions you  will  be  «s  accurate. 

—Henry  D.  Schmidt 
York.  Pa.  . 

Sir:  Congratulations  to  M.S.  Forbes 
Jr.  for  his  Presidential  election  forecast. 
In  due  time,  I  assume  he  will  anab /<• 
what  went  wrong  in  Rhode  Island.  Or 
should  I  say  Massachusetts  and  D.C.? 

—John  S.  Hkih 

President  and  CIX). 

Atchi.son,  Topeka  &  Santa  Fe  R\ . 

Chicago,  111. 

Sir:  My  confidence  In  you  has  been 
deeply  shocked.  How  come  you  goofed 
on  Rhode  Island? 

-CoL.  C.B.  McCoNNELL  (U.S.A.,  Ret.) 

Ames.  Iowa 
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447th  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  105  Years 

A  quarterly  dividend  of  fifty 
cents  (50^)  a  share  will  be 
paid  December  14,  1972, 
to  stockholders  of  record 
November  10, 1972. 

SAMUEL  B.  CASEY,  JR. 
President 

Divisions 

Transportation  Equipment 

Pullman-Standard 

Trailmobile 

Engineering /Construction 

The  M.  W.  Kellogg  Company 

Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Traitor,  S.A.  (France) 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Mahon  Industrial  Corporation 


phBJps 

149th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52V2t  per  share  on 
its  capital  stock,  payable  De- 
cember 8,  1972,  to  stockholders 
of  record  at  the  close  of  business 
on  November  17,  1972.  This 
makes  total  dividends  for  1972 
of  $2.10  per  share,  the  same  as 
in  1971. 

R.   D.   BARNHART, 
'  Treasurer. 

New  York,  N.  Y. 
November  1,  1972 
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Agency:   Batten,  Barton,  Durstine  & 
■  Osborn,  Inc. 

D  FISHER  FOODS,   INC 79 

Agency:    Ketchum,  MacLeod  &  Grove 

FORBES    MAGAZINE    64    &    75 

FUNOSCOPE   78 

Agency:    Doremus  &  Company,  Ltd. 
GENERAL  AMERICAN 
TRANSPORTATION  CORPORATION      62-63 

Agency:   Edward  H.  Weiss  and  Company 
D  GEORGIA-PACIFIC   CORPORATION    67 

Agency:   McCann-Erickson,  Inc. 

GOLDSTEIN,    SAMUELSON,    INC 80 

Agency:    Richards  Marketing  Group 

=:;=  GREAT  NORTHERN  NEKOOSA 

CORPORATION  2nd    Cover,    3 

Agency:   Marsteller  Inc. 

D  GULF  &  WESTERN    68-69 

Agency:   D'Arcy-MacManus 

International,  Inc.  _„^ 

INTERNATIONAL  TELEPHONE  AND 

TELEGRAPH    CORPORATION     61 

Agency:   Needham,  Harper  & 

Steers,  Inc.,  Advertising 

THE  JOHNSTON    MUTUAL   FUND   INC.   87 

Agency:   Pace  Advertising  Agency 
MANUFACTURERS   HANOVER 
CORPORATION 16 

Agency:    Edwin  Bird  Wilson  Inc. 
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INCORPORATED  76-77 
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Agency:   Photo  Arts  Offset  Printing 
HOTEL   MERIDIEN    PARIS     46 

Agency:   Kenyon  &  Eckhardt 


MERRILL   LYNCH,    PIERCE,   FENNER 

&  SMITH   INC 66 

Agency:   Foote,  Cone  &  Belding 

MEXLETTER     83 

Agency:   Kenyon  &  Eckhardt  De  Mexico 

MANSFIELD    MILLS    INC 86 

Agency:   Herb  Brinkman  Advertising 

NICHOLAS    STRONG    FUND,    INC.     ...    87 
NORTH   AMERICAN 

ROYALTIES,    INC 85 

Agency:   Power  and  Condon  Advertising 

PHELPS    DODGE   CORPORATION    91 

Agency:  Compton  Advertising,  Inc. 

PIEDMONT  AIRLINES 
a   Division   of  Piedmont 

Aviation,   Inc 52 

Agency:   Liller,  Neal,  Battle  & 
Lindsey,  Inc. 

PITTMAN   &  DAVIS,   INC 82 

Agency:  Van  Becker,  Inc. 
ROWE  PRICE   NEW   ERA 
FUND,    INC 83 

Agency:   VanSant,  Dugdale 
T.   ROWE   PRICE  GROWTH 
STOCK    FUND,    INC 90 

Agency:   VanSant,  Dugdale 

PULLMAN    INCORPORATED    91 

Agency:    French  &  Preston,  Inc. 

RCA   CORPORATION    70 

Agency:  J.  Walter  Thompson  Company 

RENFIELD    IMPORTERS,    LTD. 

REMY    MARTIN   COGNAC    47 

Agency:   Bozell  &  Jacobs,  Inc. 

RICHMOND  CORPORATION   20 

Agency:   Brand  and  Edmonds 

MR.   ROMANOFF- 

AMITON  JEWELRY  CO 86 

Agency:  Merling  Marx  &  Seidman 
ST.  REGIS  PAPER  COMPANY 7 

Agency:    Cunningham  &  Walsh  Inc. 

SAN  DIEGO  GAS  &  ELECTRIC 
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Agency:    Lane  &  Huff  Advertising 
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Agency:   Advertising  Direction,  Inc. 
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Agency:    Hill,  Holliday,  Connors, 
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Agency:   N.W.  Ayer A  Son, Inc, 
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Agency:  The  Silton  Company,  Inc. 
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INCORPORATED   73 

Agency:    Doyle  Dane  Bernbach  Inc. 

THE  VALUE   LINE 

INVESTMENT    SURVEY     88 

Agency:   The  Vanderbilt  Advertising 
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CORPORATION    56,   57 

Agency:   Bozell  &  Jacobs,  Inc. 
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Agency:    Doremus  &  Company 
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Agency:   Gardner  Advertising  Company 

XEROX  CORPORATION 38-39 

Agency:   Needham,    Harper    and    Steers 
Advertising,  Inc. 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Oh,  the  long  and  dreary  winter!  Oh, 
the  cold  and  cruel  winter! 
—Henry    Wadsworth    Longfellow 


I  found  that  money  was  like  a 
sixth  sense  without  which  you  could 
not  make  the  most  of  the  other  five. 

—Somerset  Maugham 


In  the  range  of  inorganic  nature,  I 
doubt  if  any  object  can  be  found 
more  perfectly  beautiful  than  a  fresh, 
deep  snowdrift,  seen  under  warm 
light.  —John  Ruskin 


The  most  brilliant  fortunes  are  often 
not  worth  the  littleness  required  to 
gain  them.         —La  Rochefoucauld 


Full  knee-deep  lies  the  winter 
snow,  and  the  winter  winds  are 
wearily   sighing.  —Tennyson 


Large  enterprises  make  the  few 
rich,  but  the  majority  prosper  only 
through  the  carefulness  and  detail  of 
thrift.  —Theodore  T.   Munger 


There  is  only  one  class  in  the  com- 
munity that  thinks  more  about  money 
than  the  rich,  and  that  is  the  poor. 
The  poor  can  think  of  nothing  else. 
That  is  the  misery  of  being  poor. 

—Oscar  Wilde 


The  doctrine  of  thrift  for  the  poor 
is  dumb  and  cruel,  like  advising  them 
to  try  and  lift  themselves  by  their 
bootstraps.  —Norman  Thomas 


Fortune  gives  too  much  to  many, 
but   to  none   enough.         —Martial 


Abstinence  from  enjoyment  is  the 
only  source  of  capital. 

—Thomas  Brassey 


Frugahty    includes    all    the    other 
virtues.  —Cicero 


If  you  are  but  content,  you  have 
enough  to  live  upon  with  comfort. 

— Plautus 


Parsimony,  and  not  industry,  is  the 
immediate  cause  of  the  increase  of 
capital.  But  whatever  industry  might 
acquire,  if  parsimony  did  not  save 
and  store  up,  the  capital  would  never 
be  the  greater.  —Adam  Smith 


The  secret  of  happiness  is  renuncia- 
tion, —Andrew  Carnegie 
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The  spendthrip  is  never  hap- 
py, never  satisfied.  The  man 
who  has  saved  nothing  can  sel- 
dom seize  business  opportuni- 
ties. Many  a  fortune  has  been 
made  by  ability  to  seize  an  op- 
portunity when  it  presented  it- 
self, an  opportunity  that  called 
for  the  prompt  furnishing  of  a 
certain  sum  of  money. 


Wealth  is  the  smallest  thing  on 
earth,  the  least  gift  that  God  has 
bestowed  on  mankind. 

—Martin  Luther 


I  knew  once  a  very  covetous,  sor- 
did fellow  who  used  to  say,  "Take 
care  of  the  pence,  for  the  pounds 
will  take  care  of  themselves." 

—Lord  Chesterfield 


I  suppose  that  one  reason  why  the 
road  to  ruin  is  broad,  is  to  accommo- 
date the  great  amount  of  travel  in 
that  direction.  —Josh  Billings 


Beware  of  little  expenses;  a  small 
leak  will  sink  a  great  ship. 

—Benjamin  Franklin 


With  parsimony  a  little  is  suflBcient; 
without  it  nothing  is  suflBcient;  but 
frugality  makes  a  poor  man  rich. 

—Seneca 


I  have  since  learned  that  trade 
curses  everything  it  handles;  and 
though  you  trade  in  messages  from 
heaven,  the  whole  curse  of  trade  at- 
taches to  the  business. 

—Henry  David  Thoreau 


The  regard  one  shows  economy,  is 
like  that  we  show  an  old  aunt,  who 
is  to  leave  us  something  at  last. 

—William  Shenstone 


The  making  of  money,  the  ac- 
cumulation of  material  power,  is  not 
all  there  is  to  living.  Life  is  some- 
thing more  than  these,  and  the  man 
who  misses  this  truth  mis.ses  the  great- 
est joy  and  satisfaction  that  can  come 
into  his  life— service  for  others. 

—Edward  Bok 


A  Text  . 


S«nt  in  by  Mrs.  E.G.  Maxwell, 
Chattanoof^a.  Tenn.  What's  your 
favorite  text?  The  P'orhes  Scrap- 
book  of  Thoughts  on  the  Business 
of  IJfe  is  presented  to  senders  of 
texts  used. 


Keep  thy  tongue  from  evil,  and  thy 
lips  from  speaking  guile.  Depart  from 
evil,  and  do  good;  seek  peace,  and 
pursue  H.  —Psalm  34:13,14 
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There's  so  much  to  be  proud  of,  in  America 
(Let's  talk  about  that,  for  a  change) 


Eighty-two  million  Americans  have  jobs  —  the  best  jobs  in  the  world,  (Head- 
line writers  please  copy) . 

This  is  the  country  where  no  one  need  go  hungry,  no  one  need  go  without 
an  education  he  can  use  to  grow  and  progress.  And  this  is  the  nation  that 
shares  its  wealth  with  practically  the  whole  world  —  the  nations  of  3 14 
billion  people  have  shared  in  America's  generosity. 

Best  of  all,  perhaps,  it  is  America  where  50  million  working  men  and 
women  give  up  much  of  their  hard-won  leisure  to  help  those  less  fortunate, 
by  teaching,  acting  as  nurses'  aides,  or  as  counsel  and  guide  to  young  people 
as  Scout  Masters,  Big  Brothers,  Junior  Achievement  advisers. 

This  is  the  nation  people  all  over  the  world  long  to  come  to.  You  and  I 
are  here.  Doesn't  it  make  sense  to  appreciate  what  we  have,  and  be  as  proud 
of  it  as  it  deserves?  And  say  so! 


Newest  addition  to  the  Warner  &  Swasey  line  of 
telescoping-boom  excavators,  a  versatile  G-880  Gradall® 
removes  old  concrete  pavement  as  part  of  a  highway 
construction  project  in  Ohio. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Why  we're  making 
better  design  a  major  priority. 


By  the  1 980's,  the  consumer 
electronic  business  has  the 
potential  of  being  a  15  billion 
dollar  business  with  honne  video 
recording,  home  information 
centers,  and  related  advances 
in  communications  technology. 

And  it's  part  of  RCA's  long-range 
design  for  growth  and  profit 
to  be  a  leader  in  that  business. 

Which  is  why  we've  just  opened 
a  new.  $2  million  Design  Center 
at  the  headquarters  of  our  Con- 
sumer Electronics  operation. 
Because  we  believe  that  in  order 
to  benefit  from  the  growth 
potential  in  consumer  elec- 
tronics, everything  we  produce 
tomorrow  must  work  better 
look  better  and  serve  people 
better  than  the  best  that  is 
produced  today. 

At  the  Design  Center  dedication. 
RCA  chairman  Robert  Sarnoff 
said, "American  industry  with 
its  vast  wealth  of  talent  and 
resources,  has  a  cultural  as  well 
as  a  social  obligation!"  And  we 
believe  that  you— and  all  of  us— 
should  have  products  in  the 
future  that  will  be  superior  in 
form  and  function  to  any  that 
are  produced  throughout  the 
world. 

At  RCA,  we're  concentrating 
on  many  areas  of  opportunity. 
Like  consumer  electronics, 
consumer  services,  entertain- 
ment and.  of  course,  communi- 
cations technology.  Areas  in 
which  RCA  has  an  active  role 
today  and  will  seek  an  even 
greater  role  tomorrow. 
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Even  if  your  company 

is  already  exporting, 

some  of  these  facts  may  surprise  you. 


7  surprising  facts  about  exporting 


1:  Small  businesses  are  big  in  export.  3  out  of  5  United  States  exporters  have 
fewer  than  100  employees. 

2:  Exports  keep  3  million  Americans  working.  Every  $15,000  of  exports 
equals  1  job. 

3:  Taxes  can  no>v  be  deferred  on  up  to  50%  of  export  profits. 

4:  United  States  exports  are  a  $48  billion-a-year  business,  and  growing  9% 
each  year. 

5:  Over  the  past  two  years  export  sales  of  durable  goods  have  increased  more 
than  3  times  as  fast  as  domestic  sales  of  the  same  goods. 

6:  92%  of  all  American  firms  sell  only  in  the  United  States. 

7:  Booth  space  at  a  U.S.  Overseas  Trade  Center  can  cost  as  little  as  $300. 


You're  probably  aware  of  the  effect  of  the  new  cur- 
rency realignments  on  selling  overseas.  Your  goods  are  now 
priced  more  competitively  in  world  markets. 

But  are  you  aware  that  you  need  pay  no  tax  on  up  to 
one-half  of  your  export  profits?  Recent  tax  legislation 
permits  companies  engaged  in  export  trade  to  set  up  a 
Domestic  International  Sales  Corporation  (DISC)  and 
thereby  defer  Taxes  on  as  much  as  50%  of  their  export 
income. 

Exports — growth  market  of  the  year. 

Export  sales  help  smooth  our  domestic  cycles.  When 
the  economy  slowed  in  1970,  exporters  discovered  that 
many  of  their  offshore  markets  were  performing  well.  While 
domestic  sales  of  durable  goods  shrank  export  sales  of  those 
same  goods  increased  by  17%.  Exports  proved  to  be  the 
growth  market  of  the  year.  And,  in  1972,  they  continue  to 
grow  at  an  average  of  9%  a  year— about  one-third  faster 
than  the  growth  of  all  U.S.  industry. 


You  don't  have  to  be  big  to  be 
profitable  in  exporting. 

If  your  firm  has  less  than  100  employees,  you  shoulc 
know  that  the  majority  of  other  exporters  are  about  you 
size.  More  than  three  out  of  five,  as  a  matter  of  fact.  / 
manufacturing  firm  in  Minnesota,  with  only  26  employee; 
is  a  case  in  point.  Five  years  ago,  they  weren't  even  in  e> 
port.  Now  it's  25%  of  their  business.  And  the  extra  vokimi 
helps  them  get  longer  production  runs  with  lower  uni 
costs.  Often,  the  added  volume  is  without  added  capita 
investment. 

A  helping  hand  for  U.S.  exporters. 

Take  advantage  of  all  the  services  available  to  yoi 
from  the  U.S.  Department  of  Commerce.  The  Departmen 
and  its  43  Field  Offices  can  help  you  pinpoint  the  likelie}- 
markets,  by  providing  you  with  the  research,  niarkctin 
data  and  trade  statistics  you  need.  They  can  also  help  yoi 
expand  into  new  markets.  Like  the  Mississippi  pum| 
manufacturer  who  was  selling  succes.sfully  in  Europe.  Aftc 


mmerce  specialists  came  up  with  a  report  on  marketing 
japan,  he  developed  even  bigger  sales  there  than  in 
rope.  He's  not  alone.  Of  the  firms  using  Commerce 
vices,  60%  have  increased  export  sales. 

Expanding  your  distribution. 

The  Commerce  Department  has  ready  access  to 
0,000  overseas  distributors  and  manufacturers'  agents 
lO  want  to  represent  American  firms.  For  a  nominal  fee, 

Department  will  find  a  special  agent  to  handle  your 
icific  products. 

In  addition,  as  1,800  American  businessmen  have 
ne  in  the  past  five  years,  you  can  join  a  Trade  Mission 
d  travel  overseas  with  the  Mission  to  make  commercial 
itacts.  If  you  prefer  to  go  it  alone,  the  Department  will 
ange  on-the-spot  help  from  any  of  the  500  commercial 
d  economic  officers  attached  to  our  1  56  Embassies  and 
msulates. 

Showing  your  wares. 

Ancither  example  of  the  services  available  to  you  is 
r  operation  of  eleven  overseas  U.S.  Trade  Centers  and 
\de  Development  Centers  in  Europe,  Asia,  Australia 
d  Latin  America.  At  Trade  Centers,  American  manu- 
turers  show  their  goods  tc^  audiences  representing  up  to 
^  of  the  purchasing  power  in  these  markets. 

Or.  you  can  participate  in  International  Trade  Fairs, 
le  Commerce  Department  provides  booth  design  and 
"istruction  at  Trade  Centers  and  Fairs,  as  well  as  advance 
.)motion  and  personal  calls  on  promising  customers  to 
sure  their  attendance. 

The  rewards  can  be  high.  Last  year.  Trade  Centers  pro- 
ced  hundredsof  millions  of  dollars  in  sales  for  U.S.  firms. 

Exports  mean  diversification  for  your  company. 

92%  o(  all  American  firms  sell  only  in  this  country, 
diculous!  For  most,  the  cost  of  constantly  changing  prod- 
t  lines,  with  all  the  attendant  start-up  and  marketing 
penses,  is  greater  than  learning  to  export  existing 
oducts.  Exporting  adds  years  to  many  a  product  line, 
ke  the  case  of  a  Texas  manufacturer  of  car  and  truck  air 
nditioners.  The  domestic  market  was  levelling  off  as 
>re  cars  and  trucks  were  sold  with  air  conditioning  as 
iginal  equipment.  The  Texas  firm  "diversified    by  ex- 
iting its  existing  products  to  Japanese  car  manufacturers 
^vith  great  success. 


About  financing,  insurance  and  taxes. 

The  United  States  Government  helps  finance  Ameri- 
ca's exports.  The  Export-Import  Bank  of  the  United 
States  (Eximbank)  offers  direct  loans  for  large  projects  and 
equipment  sales  which  require  long  term  financing.  It  also 
cooperates  with  commercial  banks  in  providing  credit  to 
overseas  buyers  of  U.S.  exports.  Exim  provides  guarantees 
to  commercial  banks  who  in  turn  finance  export  sales.  And 
now,  by  creating  a  Domestic  International  Sales  Corpora- 
tion (DISC),  you  can  defer  Federal  income  taxes  on  up  to 
one-half  of  your  export  profits,  so  long  as  those  profits  are 
used  to  increase  further  exports. 

The  time  is  now. 

If  you're  already  exporting,  it's  time  yt)u  broadened 
your  overseas  markets. 

If  you're  not  in  exporting,  it  s  time  you  got  started. 

There's  no  great  mystery  — and  a  lot  less  red  tape  than 
you  think. 

The  Department  of  Commerce,  through  its  Bureau  of 
International  Commerce  and  43  Field  Offices,  will  show 
you  how  to  get  started.  Exports  mean  profits.  Find  out  for 
yourself. 

Send  the  coupon  below. 


r" 


U.  S.  Department 
of  Commerce 

Andrew  E.  Gibson,  Assistant  Secretary 
Domestic  and  International  Business 
U.  S.  Department  of  Commerce 
Washington.D.C.  20230 

1  Please  send  me  your 
Introductory  Guide  to  Exporting 
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LibbOFd 
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PhilMorr 

East  Util 

PPG  Ind 
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PubSCol 

Fid  Mtg 
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FstNCity 

StewWar 

Fla  Gas 
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Un  Carbide 

GAF  Corp 

Un  Elec 

Gam  Sko 

Uniroyal 

Grace 

US  Indust 

Gulf  Oil 

UniTel 

Hercules 

WarLam 

IngerRd 

WashWP 
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These  58  companies  help  stockholders  turn 
dividends  into  more  stock. 
Can  you  find  your  company? 


If  your  company  is  there,  it's 
providing  stockholders  the  chance  to 
take  advantage  of  First  National  City's 
Automatic  Dividend  Reinvestment 
Service. 

You  can  have  your  dividends 
reinvested  in  more  stock.  Automatically. 

If  you  want,  you  can  even  add  cash 
to  your  dividends  for  still  greater  equity. 
Up  to  $1,000  a  month  in  additional  cash. 

The  entire  dividend  (plus  cash 
addition,  if  any)  is  put  to  work  promptly. 
This  is  because  we  can  credit  the 
stockholder  with  fractional  shares  which 
earn  dividends  the  way  full  shares  do. 

Because  they  buy  regularly, 
stockholders  using  the  service  also 
benefit  from  dollar  cost  averaging. 
(Without  this  service,  most  stockholders 
with  medium  holdings  might  buy  only 
once  or  twice  a  year.) 

And  because  Citibank  is  investing 


a  lot  of  shareholders'  dividends,  most  of 
the  time  we  can  buy  shares  in  large 
quantities,  which  means  the  cost  per 
transaction  is  lower.  So  the  stockholder 
gets  all  this  service  for  less  than  what 
would  normally  be  charged  him  as  an 
individual. 

The  Automatic  Dividend 
Reinvestment  Service  is  one  of  the 
easiest  and  least  expensive  programs  for 
a  stockholder  who  would  like  to  put 
dividends  and  additional  amounts  of 
cash  to  work  in  a  company  he  likes  as  a 
long-term  investment. 

If  one  or  more  of  your  holdings  are 
on  our  list,  consider  Automatic  Dividend 
Reinvestment.  Simply  write  to  First 
National  City  Bank,  P.O.  Box  350,  Jericho, 
N.Y.  11753,  for  your  authorization  card. 
Or  if  you're  an  officer  of  a  company  that 
isn't  providing  the  service  now,  call  Albert 
Irato  at  (212)  825-2300  for  more  details. 
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Side  Lines 


Hunting  the  Wankel 

With  Japan  fast  becoming  one  of  the  wealthiest 
nations  on  earth,  it  is  also  becoming  a  nation  of 
tourists.  Forbes'  Frank  Lalli  got  trapped  in  an 
early  stage  of  the  invasion  last  month. 

"Returning  from  Japan,  rag-tired,"  he  writes, 
"I  purposely  caught  a  10:30  evening  flight  out  of 
Tokyo,  figuring  I  could  stretch  out  on  the  deserted 
747  and  sleep.  I  got  to  my  seat  early,  dragging  a 
huge  Japanese  doll  for  my  baby  daughter,  Carla. 
I  settled  down.  My  eyelids  were  getting  heavy." 

Then  the  human  wave  hit  the  plane. 

"Down  the  aisle,  snapping  their  fingers,  loudly 
chomping  on  gum,  came  hordes  of  Japanese  stu- 
dents. They  filled  every  single  seat  in  the  plane 
and  never  quieted  down.  I  got  exactly  two  hours 
of  sleep  in  the  13-hour  flight. 

"I  found  out  later  what  had  hit  me.  The  youths 
were  just  a  few  of  5,000  Japanese  headed  for 
Hawaii  for  a  weekend  to  see  their  singing  idol- 
would  you  believe  it?— Elvis  Presley.  Sony,  the  TV 
maker,  organized  the  tour." 

Deprived  of  sleep,  Lalli  concentrated  on  outlin- 
ing the  story  that  took  him  to  Japan.  And  not  only 
to  Japan.  Lalli  is  our  West  Coast  bureau  manager. 
Living  in  Los  Angeles  he  was  quick  to  see  that  the 
Wankel-engined  Mazda  automobile  was  going  to 
be  more  than  a  flash  in  the  pan.  He  told  this  to 
his  editors  in  New  York.  They  were  skeptical.  So 
much  already  had  been  written  about  rotary  en- 
gines. Lalli  pointed  out,  however,  that  no  one  had 
yet  brought  the  story  down  to  the  specifics  of  who 
in  the  U.S.  would  be  hurt  and  who  helped  if  De- 
troit went  Wankel.  Forbes  ought  to  do  that  story. 

Off  to  Tokyo  Lalli  went  and  Reporter  Marianne 
Partridge  flew  to  Detroit;  later  Lalli  joined  her  there  while  Reporter- 
Researcher  Jean  Briggs  worked  on  the  story  from  New  York.  The 
Forbes  team  found  that  General  Motors,  normally  cooperative,  refused 
to  talk  about  its  plans  for  the  Wankel.  They  got  the  story  anyhow, 
with  valuable  help  from  Ward's  Wankel  Report,  Rood  Test  magazine 
and  a  Waukegan,  111.  auto  consultant.  Bob  Brooks. 

Lalli  went  back  to  Los  Angeles,  wrote  his  article  and  had  a  good 
night's  sleep.  The  whole  project,  from  his  dialogue  with  the  editors 
in  New  York  to  the  setting  of  the  type,  took  just  two  weeks.  The 
story  starts  on  page  24. 

Do  you  enjoy  collecting  shiny  medals?  Or  decorative  plates  for 
hanging  on  the  wall?  Those  "limited  editions"  that  seem  to  be  cropping 
up  eveiywhere  these  days?  Go  ahead,  enjoy,  but  don't  delude  yourself 
that  you  are  making  an  "investment."  Maybe  you  are,  but  the  chances 
are  heavily  against  it.  Associate  Editor  William  Reddig  reports  on  the 
Christmas  boom  in  "instant  heirlooms"  (p.  21).  ■ 
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$l500to$8500 

• 
A  nation-wide  service  used  by 
over  20,000  executive  and  pro- . 
fessional  men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 
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Industrial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 


€ONNECTKUT 

HAS  A  GREAT 

TRIPLE  PROFIT 

GENERATOR! 

INDUSTRIAL  REVENUE 
BOND  FINANCING! 

Connecticut  has  low-cost,  long- 
term  state  industrial  revenue 
bonds  —  up  to  100%  project  fi- 
nancing, including  pollution  con- 
trol. 

NO  PERSONAL  INCOME  TAXI 

Connecticut  has  the  nation's  sec- 
ond highest  per  capita  income  — 
and  no  personal  income  tax. 

A  STATE  SURPLUS! 

During  the  past  year  modern  gov- 
ernment operation  has  resulted  in 
a  fiscal  surplus. 

For  confidential  assistance  in  re- 
locating your  operation  to  Con- 
necticut contact  Mark  Feinberg, 
Director 

CONHECTICUT  DEVELOPMENT 
COMMISSION 

Room  104,  210  Washington  St. 
Hartford,  Conn.  06106 
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Taxation  as  Welfare 

Britain's  Parliament  is  now  con- 
sidering a  $3-billion  tax-plus-tax- 
credit  scheme,  for  possible  adop- 
tion late  in  the  Seventies,  that 
would  effectively  combine  taxation 
and  welfare.  Under  it,  all  income 
tax  exemptions  and  deductions 
would  be  scrapped,  with  everyone 
paying  the  same  rate;  but  each 
taxpayer  would  also  receive  a  tax 
credit.  There  would  be  three  dif- 
ferent rates  of  credit:  one  for  a 
single  person,  a  second  for  a  mar- 
ried couple,  and  a  third  for  each 
dependent  child.  These  credits 
would  first  sene  to  reduce  the  tax 
due,  with  any  remaining  credit 
payable  at  once  to  the  taxpayer 
either  as  an  addition  to  salary  or 
pension  or  through  social  security 
and  unemployment  offices.  The 
main  advantages  claimed  for  the 
new  scheme  are  that  it  would  more 
accurately  direct  help  to  those  who 
need  it,  and  it  would  be  \'astly 
simpler  to  administer  than  the 
present  cumbersome  blend  of  tax- 
ation plus  welfare  payments. 

Great  Appreciation 

The  growth  in  foreign  demand 
for  Bordeaux  wines  has  had  the 
effect  in  the  last  15  years  of  multi- 
plying the  value  of  exports  by  about 
six  times— that  is,  the  volume  of 
exports  tripled  while  the  \alue  per 
bottle  doubled.  The  No.  One  pay- 
through-the-nose  country  has  been 
the  U.S.,  because  of  its  penchant 
for  scarce  chateau-bottled  Uor- 
deaux  wines,  whose  price  climb 
has  been  particularly  steep.  But 
the  biggest  volume  of  Bordeaux 
\'intages  goes  to  Belgium  and  West 
Germany,  each  of  which  imports 
half  again  as  much  as  the  U.S. 

Whose  Business? 

The  Dutch  go\ernment  felt  it 
was  taking  a  step  forward  in  the 
field  of  business  disclosure  when  it 
ruled  that  by  Jan.  1,  1973  all 
limited  liability  companies  in  Hol- 
land (distinguished  by  the  initials 
"NV,"  for  Naamloze  Vennootschap) 
would  have  to  publish  an  annual 
report.  There  was  no  retiuirement 
as  to  what  the  annual  report  must 
contain— not  even  a  profit-and-loss 


statement.  But  Dutch  businessmen, 
accustomed  to  doing  as  they 
pleased  and  telling  nobody,  went 
through  the  roof  at  the  very  idea. 
As  a  result,  some  7,000  companies 
have  applied  to  revert  from  NV 
to  closed  or  BV  (Besloten  Ven- 
nootschap) status.  As  this  might 
suggest,  there  is  relatively  little 
public  participation  in  the  Dutch 
capital  market.  Less  than  2%  of 
Holland's  NVs  are  even  listed  on 
the  Amsterdam  stock  exchange. 


BUSINESS 


The  Armor's  Iron  Brace 

Military  spending  has  tended  to 
level  off  since  1968  in  the  de- 
veloped countries,  according  to  the 
annual  survey  by  the  U.S.  Arms 
Control  and  Disarmament  Agency, 
but  it  is  still  on  the  rise  in  the  de- 
veloping nations.  Their  hikes  in 
1971  were  big  enough  to  lift  the 
world  total  again  to  $216  billion, 
the  11th  consecutive  record.  The 
only  "hopeful"  sign  is  that  part  of 
the  increase  is  attributable  to  in- 
flation; in  constant  dollars,  total 
arms  spending  actually  dropped 
slightly  in  1970  and  1971.  But  it 
is  still  the  largest  item  in  govern- 
ment spending  worldwide.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork.N.Y.  10011 
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FORBES,   DECEMBER   15,    1972 


Thinking  about 
buying  a  1973  car? 

This  free  book  can  help  you 
make  the  right  choice. 


We  listen.  And  we  know  that  selecting 
the   right  car  can    be  a   complicated 
business.  And  if  you  don't  select  the 
right  engine  or  axle  ratio,  or  tires,  you 
could  become  an  unhappy  owner. 

So  we're  offering  a  free  book  to 
anyone  thinking  about  a  new  car. 
Any  new  car. 

It's  the  1973  version  of  Car 
Buying  Made  Easier.  (We  had  re- 
quests for  nearly  a  million  of  the 

1972  version.) 
The  first  part  is  about  cars  in 

general:   the  different    models, 
styles,  engines,  options. 

And    much    more.    As    the 
cover  shows. 

The  second  part  is  all  about 

1973  Fords,  Mercurys  and  Lm- 
colns:  the  specifications,  fea- 
tures, even  prices. 

In  other  words,  this  book 
gives  you  facts  which  can  help 
you    become    a    smarter    car 
buyer. 

Ford    Motor    Company 
and   participating  Ford  and 
Lincoln-Mercury  dealers  are       ^ 
committed    to    a    common 
goal.  No  unhappy  owners. 
And  one  of  the  ways  we'd 
like  to  prove  it  to  you  is 
with  our  free  book. 


Our  goal: 
No  unhappy  owners. 
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...has  a  better  idea 
(we  listen  better) 


If  the  coupon  for  our  free  book  has  been  clipped  write: 

Ford  Motor  Company  Listens,  P.O.  Box  1958. 

The  American  Road^K,  Dearborn,  Michigan  48121 


For  your  free  copy,  write:  Ford  Motor  Company  Listens 
P.O.  BoxT958;  The  American  Road-XK, 
Dearborn,  Michigan  48121 

D  Mr.   D  Mrs.   D  Miss  D  Dr.      Phone 


1       Name 

Apt.  No. 

1       Address 

1       City 

1 

State 

Zip 

J 


Seagram  Distillers  Company,  New  York,  NY.  90  Proof.  Distilled  Dry  Gin.  Distilled  from  American  Grain. 
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READERS  SAY 


Two  Scores 

Sir:  I  wish  to  set  the  record  straij^ht, 
on  two  scores,  in  your  article  "Who's 
Dumping  on  Whom"  (Nov.  15).  The 
piece  suggests  that  the  antidumping  ac- 
tion against  Alcan  was  poHtically  in- 
spired, and  therefore  a  reader  might  easi- 
ly infer  that  such  was  also  Alcan's  opin- 
ion. ,  .  .  We  did  not  feel  the  point  was 
relevant  because  of  our  confidence  that 
the  U.S.  authorities  would  deal  with  the 
issue  in  all  fairness  and  with  the  utmost 
propriety.  At  no  point  did  we  e.\press 
"shock"  at  Alcoa's  choice  of  law  firms  or 
suggest  any  impropriety  in  any  indi\id- 
ual's  behavior. 

I,  therefore,  protest  in  particular  tlie 
caption  on  the  photos  at  the  top  of  the 
page  which  would  report  my  opinion 
that  this  antidumping  action  and  the 
choice  of  lawyers  was  "banana  republic 
stuff."  This  is  at  complete  xariance  with 
the  quotation  attributed  to  me  in  the 
article,  where  I  .state,  "I  don't  think  of 
the  U.S.  as  a  banana  republic  where 
stuff  like  this  can  happen." 

— P.\UL  H.  Lemax 

President. 

Alcan  Aluminium,  Ltd. 

Montreal,  Canada 

Fighting  Confiscafion 

Sih:  Voiir  article,  "Kennecott  De- 
clares War"  ( Dec.  1 ) ,  noted  that  Ken- 
necott's  legal  battle  against  Chile  may 
be  an  "expensi\e  vendetta."  It  is  a  cour- 
ageous action  against  confiscation.  Ken- 
necott deserves  support  in  taking  a  step 
which  might  slow  tlown  the  increasing 
trend  toward  confiscation  of  American 
properties  abroad. 

—Kenneth  W.  Nelson 
Staten  Island,  N.V. 

Crash  Program  for  Energy 

SiH:  That  was  an  excellent  editorial 
on  the  energy  crisis  (Dec.  1).  Shouldn't 
our  Government  initiate  a  "Manhat- 
tan Project"  to  accelerate,  through  a 
crash  researdi  program,  tiie  control  of 
fusion  energy  for  peaceful  purposes?  This 
appears  to  be  the  ultimate  energy  so\irce 
in  terms  of  luilimited  raw  material,  tech- 
nical and  economic  feasibility  and  free- 
dom from  radioactive  products. 

—William  F.  May 

Chairman, 

American  ('an  Co. 

(Ireeinvich,  Conn. 

Sm:  It  is  unbelievable  that  people  act 
blissfully  unaware  of  this  disaster.  They 
still  go  along  idoli/.ing  certain  senators 
who  accelerated  this  condition. 

-S.H.  Baum 

President. 

Heichhold  (iheiiiicals,  Inc. 

White  Plains,  N.Y. 

Sni;    My  solution   to   the  energy  crisis 
would  be  to  reduce  petroleum  consump- 
(Continiicd  on  pane  S4) 
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Are  your  pension  funds 

musclebound? 


One  of  the  problems  of  choosing 
a  pension  manager  big  enough 
and  strong  enough  to  do  the  job 
is  that  he  might  be  musclebound 
—stiff,  inflexible,  unable  to  make 
decisions  with  agility. 

It  won't  happen  with  Man- 
ufacturers Hanover. 

We're  big  enough  to  take  on 
any  size  retirement  fund.  But  we 
don't  let  our 
selves  get 
cramped  by 
a  rigid  com- 
mittee sys- 
tem. 

The  port- 
folio manager  of 
your  fund  works  directly 
with  you  to  achieve  invest- 
ment objectives.  He  ex- 
ercises broad  portfolio 
discretion  within  policy 
guidelines  agreed  upon  by 
you.  Thus,  he  is  able  to 
move  quickly  on  your 
behalf —with  all  the 
backup  of  a  700-mem- 


ber  trust  organization. 

And  this  way  of  working 
works.  Comparisons  of  the  aver- 
age annual  investment  perform- 
ance record  of  40  retirement 
funds  managed  by  Manufac- 
turers Hanover,  show  that  for  a 
period  extending  over  the  past 
five  years,  including  the  first 
nine  months  of  this  year,  we  out- 
performed the 
S  &  P  500 
and  the  D-J 
Industrials, 
consistent- 
ly and  sub- 
stantially. 
So  if  you're 
looking  for  a  pension 
fund  manager  that  has 
all  the  financial  strength 
to  handle  your  fund, 
without  being  muscle- 
,  bound,  we'd  like  to  tell 
you  our  story. 
It  could  take  a  lot  of 
the  weight  off  your 
shoulders. 


MANUFACTURERS  HANOVER 


GE  s  new  Mark 
can  cut  your 

time-sharing  costs 

by  a  tliird 


I 


What  we're  offering  is  not  a  miracle,  but  a  new 
approach  to  information  processing:  Mark  III. 
It's  a  single,  unified  service  that  combines  the 
response  of  interactive  time-sharing,  the 
economy  of  remote  batch  processing,  and  the 
reach  of  a  worldwide  communications  network. 

Your  total  savings  depend  on  your  own 
applications,  but  our  estimate  of  one-third  may 
be  conservative.  For  example,  with  Mark  III  you 
can  save  one-half  or  more  of  your  processing 
costs  just  by  moving  your  time-sharing  programs 
into  remote  batch  operation.  In  addition.  Mark  III 
includes  new  time-sharing  capabilities  that  can 
lower  your  costs  dramatically.  To  tie  it  all  together, 
a  new  budget  allocation  and  control  system  helps 
you  get  the  most  out  of  each  computing  dollar. 

General  Electric  introduced  the  first  time-sharing 
service  in  1965.  In  1970,  GE  established  the  first 


international  information  processing  network 
linking  over  250  locations  in  North  America 
and  Europe. 

And  now  Mark  III  — an  integrated  network  of 
nearly  100  interconnected  computers. 
With  a  network  this  size,  each  computer  performs 
that  task  for  which  it's  best  suited  — 
communications,  interactive  time-sharing,  or 
batch  processing.  The  result  is  a  service  that  can 
tackle  your  computing  needs  easily,  reliably 
. . .  and,  most  important,  economically. 

If  you're  a  Mark  II  user.  Mark  III  offers  major 
new  features  and  is  fully  compatible.  If  you're  not. 
it's  time  to  make  a  serious  comparison  of 
Mark  III  with  whatever  information  service  you 
now  use.  Phone  800-638-0971  or  write  us  at 
,7735  Old  Georgetown  Rd..  Bethesda,  Md.,  20014, 
We're  ready  to  help. 

■^  '  291  83 


GENERALi^  ELECTRIC 


WORLD  LEADER 
IN  INFORMATION 
SERVICES 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


A  RARE  YET  COSTLESS   GIFT 


The  wife  of  one  of  New  York's  most  eminent  lawyers 
and  her  sister  were  discussing  what  to  give  their  aging,  ail- 
ing father  for  Christmas  a  couple  of  years  ago.  "I'm  going 
to  give  daddy  time— much  more  time,"  she  said.  Her  sister 
later  commented  to  me:  "On  a  moment's  reflection,  I  real- 
ized what  a  wonderful  and  rare  gift  that  would  be," 


It's  completely  true,  you  know. 

We  love  our  old  folks  but  have  or  think  we  have  ht- 
tle  time  to  give  them. 

When  one  is  quite  old  and  has  only  time,  a  little  bit 
more  of  it  from  friends  and  loved  ones  is  the  most  precious 
gift  he  can  receive  and  that  we  can  give. 


WITHER  PRICE  CONTROLS 


That's  not  a  question. 

It's  a  forecast. 

And  a  recommendation. 

In  this  whole  price-wage  control  matter,  the  most  sense— 
and  the  most  nonsense— has  come  from  some  of  the  least 
expected  sources: 

•Many  Democrats  (the  majority  party  in  Congress), 
prodded  by  Labor,  threaten  not  to  renew  controls  at  all 
or,  alternatively,  to  revamp  them  so  that  they  will  permit 
greater  wage  increases,  but  put  a  sledgehammer  to  profits. 

•Many  Republicans,  with  surprisingly  widespread  busi- 
nessman support,  back  controls  continuation  on  the  as- 
sumption that  this  will  hold  back  too-high  wage  settle- 
ments for  the  nearly  5  million  employees  who  will  be  af- 
fected by  the  1973  labor  contract  negotiations— what  a 
Fool's  Gold  expectation! 

•Most  fortunately,  most  of  those  most  concerned  with 
price-wage  administration  and  future  determination  are 
expressing  their  sensible  thoughts  on  the  matter.  Price 
Commission  Chairman  Grayson  wants  controls  to  end, 
deploring  their  popularity  and  expressing  his  firsthand 
awareness  of.the  complications,  mess  and  depressing  effects 
that  are  bound  to  accelerate  at  an  ever-increasing  rate  the 
longer  the  program  continues. 

•And  that  Corporate  unfavorite  in  a  key  Congressional 
spot  to  determine  the  program's  future.  Senator  Proxmire, 
hit  the  nail  on  the  head  more  squarely  than  anyone  in 
Washington  or  on  Wall  Street  when  he  observed:  "We've 
got  to  take  risks  to  get  away  from  controls.  There  isn't 
any  question  but  that  controls  in  the  long  run  are  going  to 
slow  economic  growth,  inhibit  risk-taking  and  initiative 
and  the  imaginative  growth  and  development  that  have 


been  a  feature  of  American  free  enterprise." 

Both  Proxmire— and  he  is  a  Harvard-certified  economist, 
you  know— and  the  Wall  Street  Journal  have  in  fact  ex- 
pressed great  doubt  that  the  price-wage  control  measure 
did  have  any  real  part  in  the  inflation  slowdown  and  busi- 
ness uptick— other  than  psychological. 

The  President,  of  course,  will  have  to  grab  the  nettle 
very  soon  after  his  second  inaugural.  Given  his  own 
predilections  and  considering  the  advice  he  is  getting  on 
the  subject  from  Administration  friends  and  political  foes, 
I  believe  he'll  chart  a  course  aimed  at  ending  the  whole 
program  by  the  end  of  the  year  ahead,  and  at  a  pace  more 
rapid  than  gradual;  that  he'll  indeed  put  it  straight  up  to 
Business  and  Labor  to  exercise  the  responsibility  and  re- 
straint necessary  for  the  necessary  return  to  reasonable  free- 
dom at  both  the  bargaining  table  and  in  the  marketplace. 

If  business  blows  it  by  pell-mell  price  jumps  and  pays 
off  labor  by  acquiescing  in  zooming  wage  contracts  and 
we  go  soaring  off  on  another  inflation  spiral,  I  believe  the 
President,  abetted  by  a  Congressional  majority,  will  crack 
down  hard.  A  lot  of  people  probably  didn't  even  hear, 
never  mind  believe  it,  when  in  one  preelection  address  Mr. 
Nixon  said,  "The  new  American  majority  believes  in  tak- 
ing whatever  action  is  needed  to  hold  down  the  cost  of 
living  so  that  everyone's  standard  of  living  can  go  up." 

So  to  sum  it  all  up— I  think  controls  for  all  will  be  ended 
by  the  time  the  new  year  is  ended;  for  many,  if  not  most, 
before  the  year  is  very  long  along.  But  if  Big  Business  and 
Big  Labor  over-quickly  overgrab  for  overlong,  both  the 
President  and  the  Congress  will  be  reflecting  the  vast  ma- 
jority of  Americans  when  they  react  with  swift,  tough  re- 
enactments  and  rollbacks. 
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CHRISTMAS  CARD 


For  many  years  we  have  used  what  we  considered  ap- 
propriate paintings  from  the  Forbes  Collection  as  Christmas- 
gift-subscription  announcements.  This  year's  struck  me  as 
particularly  relevant  and  delightful.  So  I  was  taken  aback 
to  receive  from  one  concerned  subscriber: 

"I  can't  tell  you  how  shocked  I  was  to 
open  Forbes  and  find  your  idea  of  a  Christ- 
mas-gift-subscription enclosure— 'The  Peep 
Show'— a  dirty  old  man  enticing  children  to 
view  a  peep  showll?? 

"What  on  earth  does  that  have  to  do  with 
Christmas— or  good  taste?  I  assure  you  none 
of  my  friends  will  receive  your  Christmas 
card  in  my  name." 

I  asked  my  son  Christopher,  our  curator  and  a  Victorian 
art  collector,  to  reply.  It  may  be  well  to  share  his  an- 
swer in  case  others  among  you  had  similar  apprehensions 
— imderstandable,  I  guess,  when  one  considers  what  the 
words  "peep  show"  connote  on  many  city  streets  today! 


"John  Burr's  'The  Peep  Show*  is  a  delightful  and  decid- 
edly innocent  genre  scene. 

"In  19th  Century  England,  the  words  'peep  show'  did 
not  have  the  present  42nd-Street  connotations.  The  peep 
show  depicted  in  Burr's  painting  is  an  old- 
fashioned  Punch  and  Judy  puppet  show,  and 
the  production  Babes  in  the  Wood  was  a  fa- 
vorite children's  story  of  the  period. 

"When  'The  Peep  Show'  was  first  exhibited 
dt  the  Royal  Academy  in  1864,  a  contempo- 
rary art  critic  described  it  as  'a  humorous 
and  very  clever  composition  . . .  presented 
in  a  manner  that  would  bring  credit  to  any 
artist.* 

"Finally,  to  emphasize  the  complete  innocence  and 
yuletide  appropriateness  of  the  painting,  I  would  like  to 
point  out  that  'The  Peep  Show'  was  reproduced  on  the 
cover  of  the  Christmas  issue  of  The  Illustrated  London 
News  two  years  ago." 


NEW  YORK'S  BEST— 1972 

it    -^   ^   ^ 


Forbes  Magazine^s 


New  York's  foui-star  restaurants  are  only  six  and 
have  one  ingredient  in  common:  totally  dedicated, 
intensively  attentive  owners  who  usually  work  hard 
more  hours  in  the  week  than  there  are.  Without 
that,  there's  no  way  they  could  continue  at  the  pin- 


La  Caravelle 

La  Cote  Basque 

La  Crenouille 

Lafayette 

Lutece 

"21" 

nacle  of  one  of  the  toughest  professions  in  the  world 
—haute  cuisine.  Each  of  the  six  has  its  own  distinc- 
tions, specialties,  graces  and  foibles.  To  dine  at  each 
and  all  is  almost  always  a  wonderful  experience. 
If  you  have  not,  and  possibly  can,  do. 


Benihana  (all 3) 

Dionysos 

The  Four  Seasons 

Gage&ToIlner  (Bklyn.) 


ir    ir    i^ 

Gloucester  House 

Hunam 

La  Petite  Ferme 

Le  Cygne 


Le  Steak 
Monk's  Inn 
Nippon 
San  Marino 


When  you  remember  that  there  are  some  18,000 
restaurants  in  New  York  City,  you  might  tend  to 
think  that  there  would  be  a  good  number  of  really 
outstanding  ones. 

There  are  not.  Here  are  just  12  that  are.  Each 
unique,  each  exceedingly  good  and  each  for  very 
different  reasons. 

Benihana  and  Nippon  are  the  best  of  the  myriad 
of  Japanese  restaurants,  while  Brooklyn's  Gage  & 


Tollner  and  Manhattan's  Gloucester  House  are  this 
huge  old  seaport's  only  excellent  seafooderies. 

*  «  «  ♦ 
For  those  of  us  who  must  eat  occasionally  or  fre- 
quently in  New  York,  we  owe  to  the  proprietors 
of  these  18  restaurants  more  than  just  the  usual 
large  money  sums  for  our  meals.  All  who  enter 
owe  gratitude,  too,  that  these  oases  of  excellence 
exist. 
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INTERCHANGEABLE  WORDS 

Intolerant— ignorant. 


YOU'RE  NEVER  WRONG 

to  do  the  right  thing. 

-Malcolm  s.  Forbes, 

Editor-in-Chiof 


WHICH  PATH  NOW? 


To  read  retiring  GE  Chairman 
Fred  Borch's  recent  speech  (see  ex- 
cerpts below)  to  the  National  Foreign 
Trade  Convention  is  to  reaUze  that 
the  U.S.  is  at  its  most  critical  interna- 
tional crossroad  since  1947. 

In  1947  the  U.S.  foreswore  the 
quaint,  long-established  isolationism 
that  would  have  been  so  disastrous  in 
the  cold,  dangerous  post-World  War 
II  world. 

A  quarter  of  a  century  later,  the 
question  is  not  the  future  of  freedom 
in  the  western  world,  but  of  some- 
thing whose  breakdown  could  even- 
tually lead  to  that— the  future  of  inter- 
national trade  and  investment. 

The  orderly  flow  of  trade  is  the 
lifeblood  of  a  high,  growing  standard 
of  living  in  the  West.  Nearly  one  job 
in  eight  in  the  U.S.'  production  in- 
dustries depends  on  exports.  For 
Western  Europe  and  Japan,  the  pro- 
portion is  significantly  higher.  Any 
drying  up  in  international  trade  could 
do  Depression-like  damage  to  our 
economy.  For  our  major  trading  part- 
ners—Canada, Japan,  West  Germany, 
Britain,  Italy,  France— the  result  could 
be  economic  disaster. 

Unfortunately  for  the  West  and  Ja- 
pan, the  growing,  orderly  flow  of  in- 
ternational trade  is  in  jeopardy.  The 
reason:  The  unbalanced  U.S.  balance 


of  payments.  From  a  trade  surplus 
of  $6.8  billion  in  1964,  the  U.S.  last 
year  had  a  trade  deficit  of  $2.7  bil- 
lion. Despite  revaluations,  devalua- 
tions, that  figure  is  likely  to  be  some 
$7  biUion  in  1972.  With  mushroom- 
ing oil  and  gas  appetites,  the  deficit 
could  continue  for  years  to  come. 

No  country  can  long  allow,  afford 
such  a  hemorrhage.  Nor  can  the 
world.  Already  the  U.S.  imbalance 
has  destroyed  the  incredibly  success- 
ful Bretton  Woods  monetary  system 
and  has  put  a  shaky  makeshift  in  its 
place.  Temporarily,  it  is  hoped. 

What  to  do?  How  to  restore  equi- 
librium in  our  trade? 

The  solution  does  not  lie  in  a  lat- 
ter-day Smoot-Hawley,  such  as  Burke- 
Hartke,  which  pretends  that  the  rest 
of  the  world  doesn't  exist. 

Moreover,  Borch  points  out  persua- 
sively, the  answers  will  not  be  found 
merely  in  monetaiy  adjustments,  a 
low  rate  of  inflation  ("For  more  than 
a  decade,  the  U.S.  inflation  rate  has 
been  substantially  less  than  other  in- 
dustrial countries")  or  in  simple  drift. 

Nor  is  there  a  likely  solution  in  try- 
ing to  get  our  trading  partners  to 
change  their  way  of  doing  business 
(taxing  imports,  substantial  incentives 
for  exporters).  As  Borch  says,  "Real- 
istically, I  cannot  be  optimistic  that 


our  trading  partners  will  voluntarily 
negotiate  away  a  major  segment  of 
their  economic  policy  which  has  be- 
come such  a  critical  crutch  to  their 
competitiveness ." 

Rather,  the  foundation  in  restoring 
our  trade  equilibrium  lies  in  drasti- 
cally changing  the  adversary  relation- 
ship between  American  business  and 
the  U.S.  Government. 

"The  only  way  to  get  at  equity," 
Bordi  correctly  observes,  "is  for  the 
U.S.  to  play  the  same  game  . .  .  ." 

The  "same  game"  means  intimate 
business-government  cooperation.  It 
means  government  encouragement  of 
"collusion,"  "price-fixing,"  mergers, 
whatever  would  help  our  competi- 
tiveness abroad.  It  means  lower  cor- 
porate taxes  for  exporters,  as  well  as 
all  the  other  incentives  commonly  used 
by  our  partners.  It  means  applauding, 
helping  an  IBM,  not  breaking  it  up. 

A  break  from  the  past?  Indeed  it  is. 

By  no  means  is  it  the  whole  answer. 
But  it  is  the  essential  first  step. 

Considering  the  stakes  involved,  it 
is  unfortunate  that  in  politics  and  gov- 
ernment, the  trade-minded  Marshalls, 
Achesons  and  Vandenburgs  are  not 
yet  visible. 

In  the  long  run,  the  stakes  are  no 
less  than  they  were  in  1947. 

—M.S.  Forbes  Jr. 


Excerpts  From  ^^The  Future  Of  International  Trade^'  By  Fred  J.  Borch 


What  happened?  What  turned  a 
near  $7  billion  U.S.  trade  surplus  into 
a  trade  deficit  which  .  .  .  will  just 
miss  hitting  $7  billion  in  reverse?  .  .  . 
what  led  [us]  to  flirt  with  the  self- 
defeating  restrictions  of  the  Burke- 
Hartke  Bill  and  .similar  nostrums? 
What  caused  the  near  shambles  of 
the  monetary  order? 


Far  from  regarding  large  manu- 
facturing and  financial  corporations  as 
natural  antagonists  of  the  government 
or  the  general  public,  most  of  our 
trading  partners  .  .  .  view  them  as  en- 
gines for  pulling  the  national  econ- 
omy to  growth. 


These  governments,  with  their  high 
budgets  and  expensive  social  policies, 
are  of  course  just  as  anxious  for  rev- 
enues as  our  own.  But  to  those  gov- 
ernments, the  trade-off  looks  worth- 
while—corporate taxes  forgone  to  cre- 
ate a  bigger  national  economy. 


...  the  starting  point  for  the  U.S. 
must  be  a  realistic  recognition  that 
other  industrialized  and  advanced  na- 


tions of  the  non-Communist  world 
have  long  since  put  trade  and  offshore 
investment  at  the  very  center  of 
their  policies,  as  we  have  not.  .  .  .  The 
U.S.  must  .  .  .  place  foreign  trade  and 
economic  policy  in  a  very  prominent 
place  in  our  scheme  of  political  and 
"economic  life— comparable  to  Europe 
and  Japan.  .  .  .  The  Congress  and  the 
Administration  must  screen  every  do- 
mestic legislative  proposal  in  terms  of 
its  impact  on  U.S.  international  com- 
petitiveness. This  includes  social  leg- 
islation. .  .  . 


The  U.S.  must  recognize  that  her 
own  private  industries,  however  large, 
are  seriously  disadvantaged  in  com- 
peting with  government-sponsored  in- 
dustries abroad  .  .  .  the  U.S.  Govern- 
ment will  have  to  meet  this  problem 
in  head-to-head  negotiations  with  its 
counterparts  abroad. 


Since  the  name  of  the  game  in 
these  other  countries  is  to  forgive  so- 
cial costs  on  export  goods,  we  should 
do  the  same.  Since  the  game  goes  fur- 
ther and  imposes  social  costs  on  im- 
ported goods,   we  should  adopt  the 


same  policy.  . .  .  We  can  forgive  our 
own  social  costs  on  U.S.  exports  by 
rebates  and  collect  them  back  by  tax- 
ing imports.  .  .  .  Such  a  tax  [should 
be  imposed]  only  against  those  im- 
ports .  .  .  [from]  countries  that  place 
our  products  at  disadvantage  through 
the  border  adjustment  process. 


Unlike  past  trade  expansions,  ar- 
rangements [in  trade  negotiations] 
must  assure  that  the  U.S.  share  of 
incremental  growth  of  international 
trade  will  rise  dramatically. 


...  it  is  vital  .  .  .  that  we  present 
and  secure  agreeme;  t  from  our  major 
trading  partners  on  the  goals  and 
targets— in  volume  and  in  time— for  the 
new  shape  of  world  trade,  and  how 
much  of  it  will  be  comprehended  in 
America's  improving  trade  balance 
and/ or  returns  on  offshore  investment. 
.  .  .  there  is  the  nitty-gritty  of  tangi- 
ble agreements. 


.  .  .  let's  get  substantial  agreements 
in  the  big  sectors  of  manufacturing 
where  we  have  a  definite  advantage. 
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iB.  demands  all  kinds  of  service. 
That's  why  he  does  business  with  Talcott." 


That's  right!  Talcott  offers  financial  services 
to  cover  virtually  every  business  need. 
And  they're  all  designed  to  help  your  com- 
pany solve  its  working  capital  problems  — 
and  help  your  company  grow.  Want  proof? 
Here's  just  a  partial  list  of  the  ways  you 
can  use  Talcott's  capital:  To  expand  plant. 
To  finance  and  lease  equipment.  To  buy 
inventory.  To  discount  trade  bills. 
To  finance  mergers  and  acquisitions.  To  buy 
out  a  partner.  To  pay  taxes.  To  purchase 


industrial  real  estate.  To  guarantee 
Letters  of  Credit  at  your  bank.  And  that's 
just  for  starters.  To  learn  all  the  facts 
about  flexible,  versatile  Talcott 
financing  —  its  uses,  how  it  works,  what 
it  costs  —  send  for  our  booklet. 

Remember,  if  the  problem  is  money— 
the  answer  is  Talcott. 

Talcott  Is  whatever  a  growing  company 
needs  capital  for. . .  That's  what  Talcott  is. 


i 


TALCOTT  BUSINESS  FINANCE  •  Division  of  James  Talcott,  Inc.  •  Founded  1854 
Oakbrook  North,  Oak  Brook.  Illinois  60521  •(312)  654-3850 


Atlanta  •  Boston  •  Chicago  •  Dallas  •  Detroit  •  Los  Angeles  •  Miami  •  Minneapolis  •  Newark  •  New  York  •  Puerto  Rico  •  San  Francisco 
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Because  it's  not  an  ordinary  gin 


Pronounce  it  "Tanker-ra^ 


Distilled  &  Bottled  in  London,  100%  Grain  Neutral  Spirits.  94.6  Proof.  Imported  by  Somerset  Importers,  Ltd.,  N.Y. 


Henri^  recipe  for 
beef  burgundy  is  a 
Jealously  guarded  secret. 


THE  GREYHOUND  CORPOIUmON 

Serving  people's  needs  in  a  hundred  basic  ways. 


FOOD  SERVICE  SYSTEMS  •  MEAT  AND  POULTRY  PRODUCTS  •   GROCERY  PRODUCTS  •  HOUSEHOLD  PRODUCTS  •  PERSONAL  CARE  PRODUCTS 

PHARMACEUTICALS  •  TECHNICAL  MANPOWER  SERVICES  •  OFFICE  HELP  •  EXHIBIT  &  DESIGN  SERVICES  •  AIRCRAFT  SERVICING 

INTERCITY  TRANSPORTATION  •  PACKAGE  EXPRESS  •  MOVING  AND  STORAGE  •  MONEY  ORDERS  •  LEASING*  FINANCIAL 

COMPUTER  LEASING  AND  SERVICE  •  SIGHTSEEING  TOURS  •  CUSTOMS  BROKERAGE  •  INSURANCE  •  RENT-A-CARS  •  RESTAURANTS 

BUS  MANUFACTURING  •  AIRPORT  TRANSPORTATION  •  DUTY-FREE  SHOPS  •  TOUR  PLANNING  AND  WHOLESALING 


Forbes 


Instant  Heirlooms 

Buy  'em  while  they're  hot,    the  hucksters  urge.-  limited  editions 
that  aren't  very  limited;  mass-produced  art  that  isn't  very  artistic. 


Tms  Christmas  Americans  will  shell 
out  $100  million  or  more  for  mass- 
produced  "collector's  items"  and  for 
'"limited  editions"  which  may  he  "lim- 
ited" to  10,000  or  more  copies.  These 
include  Christmas  plates;  commem- 
orative medals  and  spoons;  stamped- 
out  sculpture.  Some  of  it  is  fairly  ar- 
tistic. Much  of  it  is  not. 

In  selling  these  articles  to  affluent 
Americans,  the  merchandisers  take 
good  care  to  assuage  the  remnants  of 
Puritanism  in  the  American  soul.  You 
are  not  spending  money,  they  imply; 
you  are  making  an  investment.  You 
get  pleasure  now,  great  \alue  for 
your  grandchildren.  Fortunately  for 
many  of  them,  the  hucksters  are  not 
subject  to  the  Securities  &  Exchange 
Commission.  One  company  off^ers  a 
$39.95  clock  with  obsolete  coins  for 
the  hour  markers.  The  clock,  the  ad- 
vertisements proclaim,  is  certain  to 
"double,  even  triple  in  value  as  a 
treasured  family  heirloom."  A  nor- 
mally respectable  china  manufactur- 
er, Rosenthal,  advertises  its  porcelain 
Christmas  plates  as  "certain  ...  [to 
be]  greatly  increasing  in  value." 

Investment?  A  silver  plate  selling  at 
$125  contains* about  SIO  in  silver. 

Franklin  Mint  is  the  General  Mo- 
tors of  the  instant  heirloom  industry. 
It  stamps  out  whole  series  of  medals 
and  plates  in  precious  metals,  usually 


in  patriotic  motifs.  In  its  promotion 
Franklin  does  not  use  a  straight  in- 
vestment pitch.  "This,"  says  founder 
Joseph  Segel,  a  former  advertising 
promotion  expert,  "is  a  good,  digesti- 
ble way  to  relearn  history."  Still,  the 
investment  angle  is  there.  "Our 
plates,"  says  Segel,  "have  turned  out 
to  be  a  very  good  investment  because 
we  haven't  promoted  them  as  such." 

Segel's  latest  coup  consisted  in 
making  a  deal  with  President  Ni.von's 
staff  whereby  Franklin  would  distrib- 
ute a  series  of  silver  Presidential  med- 
als. Some  proceeds  will  buy  "historic 
furnishings"  for  the  White  House. 

Six  years  ago,  Franklin  Mint  grossed 
$1.5  million.  This  year  it  expects  to 
do  $80  million.  Its  publicly  owned 
shares  are  now  worth  $90  million. 
Chairman  Segel's  holdings  alone  hav- 
ing a  paper  value  of  $4.5  million. 
His  success  has  spawned  dozens  of 
imitators. 

Moved  to  disgust  by  the  whole 
phenomenon.  Tiffany  &  Co.'s  Walter 
Hoving  composed  a  newspaper  ad  last 
month  which  said,  in  part:  "This  sea- 
son seems  to  be  replete  with  offers  of 
so-called  collector's  items  issued  in 
'Limited  Editions,'  often  represented 
as  Great  Art,  but  too  often  of  ques- 
tionable artistic  merit.  Some  of  them 
are  huckstered  with  sophisticated 
20th  century  versions  of  the  snake-oil 


techniques  of  the  19th  century  calcu- 
lated to  appeal  to  the  greed  of  the 
customer.  .  .  ." 

A  favorite  gimmick,  Hoving  says, 
is  to  express  the  metal  content  of 
these  instant  heirlooms  in  grams  rath- 
er than  in  ounces.  It  sounds  more  im- 
pressive, but  remember,  100  grams  of 
silver  is  less  than  a  quarter  of  a  pound 
and  was  recently  worth  about  $6. 

Investment? 

John  L.  Marion,  president  of  New 
York's  Parke-Bernet  Galleries,  is  re- 
minded of  souvenirs  created  for  the 
New  York  World's  Fair  of  1939.  After 
33  years,  some  are  collector's  items 
selling  for  more  than  they  originally 
cost,  but  most  are  not. 

Others  are  reminded  of  the  Limited 
Editions  [Book]  Club.  Some  of  its  ti- 
tles from  the  Thirt.es  have  indeed 
appreciated  in  value.  Nathan  Pine, 
the  rare  book  expert  and  proprietor 
of  New  York's  Dauber  &  Pine,  says 
Limited  Editions'  Ulysses  sells  for 
well  over  $100  a  copy  today  as  against 
$10  in  1935.  But  he  says  that 
many  other  titles  have  not  appreciat- 
ed at  all  and  some  sell  for  less  than 
their  original  price.  "It's  the  book  it- 
self that  counts,"  he  says.  "Sets  of 
books  are  always  produced  in  limited 
editions."  So,  he  might  have  added, 
are  1973  Chevrolets. 
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"Maybe,"  says  Morris  Raphael,  a 
prominent  Manhattan  dealer  in  silver 
antiques,  "maybe  these  plates  will  ap- 
preciate in  200  years.  Maybe." 

Can  a  plate  containing  $10  worth 
of  silver  ever  be  "worth"  $125?  Not 
unless  it  has  artistic  merit.  Few  of 
today's  articles  do.  Some  copies  of 
Cuirier  &  Ives  and  Norman  Rockwell 
works,  for  instance,  look  as  if  they  had 
been  lifted  unsubtly  from  a  child's 
pantograph  to  the  engraving  machine. 

Fortunately  for  the  sellers  of  in- 
stant heirlooms,  the  present-day  mar- 
ket is  too  new  to  have  met  the  major 
test:  What  happens  when  large  num- 
bers of  holders  die  or  need  money 
and  decide   to   market   their   medals 


and  spoons  and  ingots? 

A  resale  market  for  them  is,  ad- 
mittedly, very  small  so  far.  Some  of 
the  resale  claims  may  be  a  come-on. 
Frequently  and  significantly,  the  ad- 
vertisement advises  would-be  sellers: 
Telephone  before  you  come.  Benja- 
min Stack,  a  partner  in  Stack's,  the 
largest  U.S.  coin  dealer,  says,  "I  think 
that's  like  saying  my  Cadillac  is  worth 
$10,000  and  yours  is  worth  only 
$1,000."  He  tells  about  a  Latin  Amer- 
ican visitor  who  arrived  at  Stack's 
New  York  office  with  nine  sterling 
commemorative  plates  and  was  di- 
rected to  a  store  that  had  been  ad- 
vertising to  purchase  them  at  a  pre- 
mium over  the  original  price.  "They 


wouldn't  buy  his  plates,"  says  Stack. 
"There  was  a  very  furious  Latin  Ameri- 
can roaming  Manhattan  that  day." 

There  are  only  so  many  Chippen- 
dale chairs  in  the  world,  and  dead 
painters  can't  paint  any  more  pictures. 
Thomas  Tompion  is  no  longer  around 
to  build  clocks  nor  pre-Columbian  art- 
ists to  sculpt.  Even  among  modern, 
handcrafted  articles,  there  are  some— 
Steuben  glass,  for  example— whose 
*  supply  is  limited  by  the  time  and  ef- 
fort requiied  and  the  shortage  of  ar- 
tisans. It's  different,  however,  with 
the  mass-produced,  artificially  limited 
editions.  The  bigger  the  market  grows, 
the  more  of  them  are  going  to  be 
stamped  out.  No  matter  how  fast  de- 
mand grows,  supply  will  have  no  trou- 
ble keeping  up. 

"To  predict  that  this  kind  of  stuff 
will  go  up  in  value  seems  a  kind  of 
madness,"  says  Dr.  Vladimir  Clain- 
Stefanelle,  curator  of  numismatics  at 
the  Smithsonian  Institution. 

The  moral  is  very  clear:  If  you  like 
what  the  "limited  editions"  people  are 
selling,  then  buy.  But  don't  delude 
yourself  that  you  are  making  an  in- 
vestment for  the  future.  ■ 


Churning,  Churning 

The  men  who  run  Woo/worth  seem  to  know  how  to  move 
merchandise.   How  come  they  can't  make  money  at  it? 


Just  over  18  months  ago,  in  the 
spring  of  1971,  the  stock  of  big  vari- 
ety and  general  retailer  F.W.  Wool- 
worth  Co.  hit  a  record  high  of  55^, 
although  the  stock  market  as  a  whole 
was  in  the  doldrums.  Since  then  the 
market  has  done  very  well:  The  Dow 
Jones  industrial  average  is  up  about 
8%.  Woolworth  was  recently  trading 
around  35,  some  36%  below  its  high. 

Why?  Because  investors  in  gener- 
al, and  Wool  worth's  160,000  stock- 
holders in  particular,  are  obviously 
getting  tired  of  waiting  for  the  com- 
pany to  snap  out  of  its  own  private 
doldrums.  Seven  years  ago  Wool- 
worth  earned  $2.41  a  share  on  sales 
of  $1.4  billion.  Last  year,  before  de- 
ducting a  19-cent  special  charge,  it 
made  $2.50  on  sales  of  $2.8  billion. 
As  U.S.  profits  rose  with  maddening 
slowness,  management  usually  blamed 
start-up  costs  on  new  Woolco  discount 
stores  plus  closing  costs  on  old  money- 
losing  variety  units.  What  gain  there 
was  had  been  largely  offset  by  a  de- 
cline in  profits  from  the  company's 
52.7%-owned  British  subsidiary. 
In  the  same  seven  years,  Kresge  has 
more  than  quadrupled  its  earnings 

And  this  year?  A  .sales  gain  of  14% 
to  $2.1  billion  in  the  first  nine  months 


yielded  a  profit  gain  of  1  cent  per 
share.  For  the  third  quarter,  earnings 
actually  fell  12%  on  14%  higher  sales, 
a  triumph  that  Chairman  Lester  A. 
Burcham  blamed  as  usual  on  Woolco 
store  start-up  costs.  The  fourth  quar- 
ter, he  hinted,  might  be  a  bit  better. 

The  trouble  with  that  explanation 
is  that  it  gradually  grows  stale.  By 
now  close  to  100  Woolco  stores,  or 
nearly  40%  of  the  total,  are  over  four 
years  old,  and  thus  should  have  ma- 
tured in  the  sense  of  being  full  profit 
producers.  "The  profit  contribution 
should  have  begun  to  show  up  this 
year,  and  it  hasn't,"  says  one  retail 
analyst.  "Which  leads  one  to  ask  if 
the  Woolco  operation,  then,  is  a  viable 
one  in  retailing." 

The  Older,  the  Poorer 

Basically,  Woolworth's  difficulty  is 
that  two  of  the  three  major  parts  of 
its  business  have  been  at  best  stagnat- 
ing, at  worst  deteriorating.  As  recent- 
ly as  1965,  the  company's  equity  in 
the  British  subsidiary  provided  al- 
most half  of  total  profits.  By  last  year 
this  was  down  to  close  to  30%  as  the 
U.K.  operation  reported  a  steady  prof- 
it decline  despite  rising  sales.  And 
the  prospect  is  for  more  of  the  same: 


Although  the  British  company  has 
showed  an  earnings  gain  this  year, 
it  now  must  contend  with  Britain's 
recently  imposed  price  controls,  while 
the  de  facto  devaluation  of  the  pound 
will  whittle  what  profits  there  are. 

The  other  weak  part  of  Woolworth 
has  been  its  home  base,  the  U.S.  op- 
eration. Deducting  the  parent  com- 
pany's equity  in  the  earnings  of  the 
U.K.  company  (no  U.K.  sales  are  in- 
cluded in  corporate  totals),  the  U.S. 
operation  appears  to  have  reached  a 
peak  of  profitability  in  1968,  when  its 
margin  on  sales  reached  nearly  2%. 
Since  then  it  has  declined  to  1.1%  last 
year  ($22.6-million  earnings  on  slight- 
ly over  $2  billion  in  domestic  sales), 
and  the  outlook  this  year  is  even 
more  bleak. 

In  short,  the  two  most  solidly  estab- 
lished Woolworth  operations,  in  the 
U.S.  and  the  U.K.,  are  engaged  in 
prodigious  churnings  that  produce- 
lower  and  lower  profits,  eitlu>r  per 
sales  dollar  or  absolutely.  The  only 
healthy  part  of  the  business  consists 
of  the  other  foreign  operations,  in 
Canada.  Cerrnany,  Mexico  and  Spain: 
In  the  five  years  1966  lo  1971,  llu-y 
lifted  earnings  by  88%  to  $30.2  mil- 
lion, while  more  than  doubling  sales 
to  $764  million. 

What  do  the  men  who  run  Wool- 
worth's  international  operations  know 
about  building  profits  that  the  men 
who  run  its  domestic  and  British 
operations  don't  know?  ■ 
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Rejuvenation 


Here's  a  once-entrepreneurial  company  gone  a 
bit  stale.  Can  it  recapture  the  youthful  spirit? 


"Conservative."  If  there's  one  word 
McGraw-Edison  Chaimian  Raymond 
H.  Giesecke  can't  stand,  that's  it. 

Partly  that's  because  he  hears  it  so 
often.  Just  look  at  those  financial 
statements,  for  example.  Capital  ex- 
penditures have  averaged  little  more 
than  one-third  of  cash  flow,  even 
though  the  company  is  a  major  factor 
in  such  fields  as  utility  transmission 
and  distribution  equipment,  food  prep- 
aration and  laundry  machinery  and 
consumer  appliances.  Until  last  year 
the  company  had  virtually  no  long- 
term  debt. 

McCraw-Edison's  earnings  haven't 
budged  materially  since  1965,  de- 
spite a  $200-million  gain  in  sales  to 
reach  $663  million  last  year. 

"Now  you  know  why  they  call  us 
the  poor  man's  General  Electric!"  says 
Chairman  Giesecke. 

Conservative?  Ray  Giesecke  can 
give  you  chapter  and  verse  on  that. 
Founder  Max  McGraw  couldn't  bring 
himself  to  step  down  until  1960  at  the 
age  of  77.  His  successor,  Alfred  Ber- 
sted,  was  no  spring  chicken  when  he 
passed  the  baton  to  Giesecke  in  1970 
at  the  age  of  72.  What  happens? 

"The  good  people,  the  competent, 
venturesome  people  leave  for  greener 
fields,"  says  Giesecke,  himself  a  23- 
year  McGraw-Edison  veteran.  "You're 
left,  in  some  cases,  with  people  who 
say,  'Well,  let's  play  it  safe.  Life's  very 
nice  as  it  is.'  People  who  won't  seek 
out  an  acquisition  that  might  fit  their 
operation.  Or  develop  an  innovative 
product,  go  fonvard  with  it  and  find 
out  whether  it's  any  good  or  not.  Be- 
cause it  might  cost  money,  you  see. 

"You  know  something?"  he  adds, 
with  a  wry  smile.  "A  few  years  ago, 
at  the  age  of  60,  I  was  the  second- 
youngest  man  on  our  board! 

"Until  very  recently,"  he  goes  on, 
"a  fellow  who  started  in  one  divi  ;ion 
was  trapped  there  for  the  rest  of  his 
career,  or  until  he  left  the  company. 
There  was  no  management  develop- 
ment program.  And  no  forward  plan- 
ning prograjn  until  1971!" 

It  had  not  always  been  thus.  Things 
were  plenty  exciting  when  Ray  Gie- 
-secke  joined  the  firm  back  in  1949  to 
help  Max  McGraw  with  his  first  major 
acquisition.  Knowing  that  the  bonanza 
profits  from  his  patented  Toastmaster 
pop-up  toaster  would  vanish  when 
patents  ran  ^out  in  1951,  McGraw 
went  on  a  well-conceived  acquisition 
spree  throughout  the  Fifties.  But  then 
he  rested  on  his  laurels. 

"You've  got  to  mold  these  acquisi- 


tions together  into  a  company,"  says 
Giesecke.  "But  Mr.  McGraw  and  Mr. 
Bersted  felt  of  the  acquisitions  that  it 
was  their  business,  let  'em  run  it. 
They  tended  to  keep  people  on  indef- 
initely, even  when  they  weren't  doing 
a  good  job.  We  bought  National  Elec- 
tric Coil  in  1958,  for  example.  It  was 
being  run  with  an  iron  hand  by  a 
man  named  Overstreet,  wlio  had  run 
the  business  for  30  years  and  was  69. 
His  management  methods  produced  a 
major  labor  problem  shortly  after- 
wards. There  was  a  lot  of  violence, 
shootings  and  that  kind  of  thing. 

"Six  years  later  Overstreet  was  suc- 
ceeded by  Fred  Kirby.  A  nicer  guy 
you'll  never  meet.  But  Overstreet  was 
still  pulling  the  strings,  you  know. 
After  a  while  Kirby  got  to  be  70  or 
whatever,  and  he  turned  the  business 
over  to  Mr.  Green.  Now,  Mr.  Green 
was  a  fine  engineer,  but  he  didn't 
know  how  to  run  a  business.  Mean- 
while, right  up  until  last  year  we're 
having  all  these  labor  problems.  And 
boy,  did  that  cost  us  money!" 

Jusf  Conversailon? 

Ray  Giesecke  himself  is  approach- 
ing 66.  He  wears  white  shirts,  old- 
fashioned  rimless  spectacles  and  looks 
like  he  would  rap  you  on  the  knuckles 
if  you  suggested  going  into  debt.  Yet 
he  means  what  he  says. 

Over  the  past  year  and  a  half  he 
has  replaced  six  key  executives,  sold 
off  the  money-losing  Voicewriter  dic- 
tating machine  operation  and  parts 
of  the  ailing  aircraft  instruments  busi- 
ness, and  completed  some  long- 
needed  manufacturing  consolidations 
that  have  greatly  improved  profits. 
He  has  launched  an  extensive  man- 
agement development  program,  a  cen- 
tralized forward-planning  program 
and  appointed  a  new  corporate  tech- 
nical director  to  upgrade  McCraw- 
Edi.son  technology.  He  has  also  ar- 
ranged for  his  own  replacement. 

"I  suggested  we  put  in  a  manda- 
tory 65-year-old  retirement  age,"  he 
explains.  "So  I'm  the  first  violator.  It's 
all  riglit  to  retire,  but  who  takes  your 
place,  you  know?  We  finally  found 
Ed  Williams.  I  don't  intend  to  stay  on 
as  chief  executive  any  longer  than  is 
necessary,  frankly." 

Williams,  50,  has  been  executive 
vice  president  at  the  Interlake  steel 
company,  Schlitz  and  most  recently  at 
GAF.  He  makes  no  bones  about  why 
he  joined  McGraw-Edison  as  president 
last  May.  "I  just  felt  that  I  had  a 
much  better  chance  of  becoming  chief 


Giesecke  of  /McGraw-Edison 

executive  in  this  company,"  he  says. 

With  Giesecke's  blessing,  Williams 
will  be  out  scouting  for  smaller  ac- 
quisitions to  round  out  product  lines, 
and  ".substantial  acquisitions"  in  the 
$15-million  to  $50-million  (sales) 
range  that  will  give  McGraw-Edison 
access  to  overseas  markets,  broaden 
its  participation  in  the  "service  area" 
and  plug  things  like  "leisure  time 
products"  into  its  consumer  goods  dis- 
tribution network. 

That  sounded  ominously  like  some 
other  old-line  companies  that  had 
been  led  somewhat  recklessly  down 
the  conglomerate  path,  Forbes  re- 
marked. McGraw-Edison  hamburger 
stands?  McGraw-Edison  skimobiles? 

"Oh,  hell  no!"  says  Giesecke.  What 
he  means  by  "service  industry"  is 
something  like  the  24-hour  generator 
repair  service  run  by  National  Elec- 
tric Coil,  he  explains.  What  he  means 
by  "leisure  time"  is  something  like 
Toastmaster's  garden  tool  line. 

"But  let's  take  something  a  little 
more  far  out,"  he  adds.  "I  think  there 
might  be  some  merit  in  our  acquiring 
an  advertising  agency,  or  an  insurance 
agency."  An  insurance  company?  "We 
might  even  do  that." 

Thanks  to  Ray  Giesecke,  McGraw- 
Edison,  with  its  strong  balance  sheet, 
extremely  conservative  accounting 
and  well-above-average  12.2%  return 
on  capital  in  recent  years  now  has  the 
potential  to  become  something  more 
than  a  "poor  man's  GE." 

Much  depends  on  how  prudently 
Giesecke  and  Williams  pursue  those 
future  acquisitions.  "You  can  go  too 
far,"  says  Giesecke.  "You  have  to  be 
careful." 

But,  of  course,  not  too  careful.  It's 
a  new  ball  game  now  at  McGraw- 
Edison.  How  will  it  turn  out?  Tune 
in  a  couple  of  years  from  now.  ■ 
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Wangle  Yourself,  a  Wankel 

And  get  it  quick!  Ttiat's  the  word  in  Detroit  from  an  industry  that 
knows  it  can  no  longer  ignore  what  is  happening  in  the  outside  world. 


The  Wankel  rotary  engine— the  one 
that  goes  round  and  round— is  win- 
ning, and  winning  big.  Most  U.S. 
automen  still  won't  admit  that  in  pub- 
he,  but  after  weeks  of  sleuthing, 
Forbes  has  concluded  that  the  Big 
Four  are  getting  ready  to  trade  in 
their  old  piston  engines  and  in  their 
place  go  rotary  in  a  multibillion-dol- 
lar  changeover. 

The  switch  will  probably  happen 
very  gradually  over  eight  or  ten  years. 
But  as  it  comes,  its  far-reaching  con- 
sequences could  be  good  for  General 
Motors,  embarrassing  for  Ford  and 
possibly  dangerous  for  Chrysler. 
Among  the  massive  auto  support  com- 
panies, machine-tool  makers  (like  the 
Gleason  Works,  Ex-Cell-O,  and  Bab- 
cock  &  Wilcox)  would  be  licking  their 
chops;  piston-related  supphers  (like 
Eaton  Corp.,  Textron  and  TRW)  may 
be  licking  their  wounds.  It  may  even 
help  ailing  WTiite  Motor  get  rid  of 
its  white  elephant  of  an  engine  plant 
in  Canton,  Ohio  if  it  can  find  an  auto- 
maker to  buy  it  for  manufactxiring 
rotary  engines. 

Historically,  the  auto  industry  has 
resisted  change.  Why  gamble?  But 
that  attitude  is  crumbling  these  days 
under  government  antipollution  de- 
mands, the  sudden  U.S.  success  of 
rotary-powered  Mazdas  imported  from 
Japan  and  GM's  growing  commitment 
to  the  new  engine. 

It's  not  that  automen— any  auto- 
men—think  the  rotary  is  the  ultimate 
engine.  Some  day  off  in  the  future,  gas 
turbines   and   electric   motors   should 


be  much  better.  Even  today,  the  pis- 
ton motor  is  at  least  as  good  as  cur- 
rent rotaries.  Trouble  is,  the  piston 
seems  doomed.  Doomed  by  demands 
from  the  public— enforced  by  the 
Government— that  cars  become  safer 
and  cleaner.  The  net  result  is  that  cars 
are  becoming  heavier  for  safety  while 
their  engines  are  weakened  by  pollu- 
tion-control devices.  To  begin  with, 
the  rotary  engine  is  much  smaller, 
which  helps  with  weight  and  space. 
In  the  near  futiu-e  it  may  be  more  re- 
liable and  cleaner  as  well.  It  may,  in 
the  end,  prove  cheaper  to  manufac- 
ture, too. 

Dr.  David  Cole,  a  University  of 
Michigan  professor  of  mechanical  en- 
gineering and  a  Wankel  enthusiast 
like  his  father,  GM's  president,  says: 
"The  rotary  is  a  way  for  Detroit  to 
build  back  its  profit  margins." 

His  father  apparently  agrees.  In  its 
1975  models— which  means  barely  20 
months  from  now— GM  will  bring  out 
100,000  optional  rotary  engines  for  a 
sporty  version  of  the  Che\Tolet  Vega. 
If  the  $400  option  takes  ofi^,  GM's 
blueprint  looks  something  like  this: 
The  following  year  some  200,000  GM 
Wankels  will  be  split  between  the 
Vega,  a  restyled  Corvette  and  per- 
haps another  still-undecided  model. 
Assuming  rotaries  are  hot  sellers  and 
pistons  are  fading  fast,  by  1976  GM 
would  add  mass-production  capacity 
for  another  500,000  to  600,000  new 
front-wheel-drive  cars  to  replace  the 
Chevrolet  Nova  and  some  other  com- 
parable GM  intermediates.  "After  that," 


says  W.E.  Hutton's  George  Uhich,  a 
well-informed  auto  analyst,  "as  each 
model  comes  up  for  restyling,  it  will 
get  a  rotary.  By  1980  GM  will  be 
75%  converted."  That's  ambitious,  but 
a  Detroit  veteran  says:  "GM  is  too  big 
*  to  sneak  up  on  the  market." 

GM  has  two  distinct  advantages 
over  the  20  other  automakers  who 
have  been  licensed  to  make  Wankel 
engines  by  the  patent  holders,  Curtiss- 
Wright  of  New  Jersey  and  Audi  NSU 
of  West  Germany,  a  Volkswagen  sub- 
sidiary. In  return  for  $50  million 
spread  over  five  years,  GM  was  ex- 
empted both  from  paying  manufac- 
turing royalties  and  also  from  sharing 
its  technology. 

Retooling,  however,  will  be  expen- 
sive. But  not  ioo  much  for  a  $28- 
billion  (sales)  corporation  with  286 
miUion  shares  outstanding  and  50%  of 
the  U.S.  market.  According  to  the 
sketchy  figures  available,  a  fast  100% 
switch  to  rotaries  would  cost  GM 
about  $2  billion,  largely  for  write-oS^s 
and  retoohng  at  its  engine  plants  and 
iron  foundries.  (Right  now,  Detroit's 
foundries  are  equipped  to  make  big 
iron  engines;  the  compact  rotaries  are 
half  aluminum.)  That  would  come  to 
about  $3.50  a  share  after  taxes. 

But  the  longer  the  changeover  takes, 
the  cheaper  the  change  will  get.  GM 
can  continue  depreciating  its  found- 
ries and  its  two-year-old  Vega  and 
Cadillac  engine  plants,  and  the  price 
of  rotary  tooling  may  drop  25%  or 
more  from  today's  rate  of  $850,000 
per  engine  per  hour  ($25  million  for 


Nose-To-Nose  rotary  compefifion  will  begin  late  in 
1 974  when  GM  offers  a  sporty  version  of  its  Vega 
(left)  to  counter  Mazda's  bigger  RX-4  Luce.  Both  will 


sell  for  about  $3,500.  GM  is  serious.  Its  head  rotary 
engineer,  Robert  Templin,  was  just  promoted  and  giv- 
en an  office  attached  to  Ed  Cole's,  the  GM  president. 
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Call  it  embarrassment,  confu- 
sion, diplomatic  silence  or  what- 
not, but  Detroit  is  pretty  quiet 
about  the  Wankel  rotary  engine 
these  days.  General  Motors  has 
even  muzzled  its  public  relations 
stafiF.  Ford  and  Chiysler  are 
pretty  tight-lipped,  too.  It 
figures.  Plenty  is  going  on, 
so  the  automen  have  a  lot 
not  to  say. 

But  the  story  is  seeping 
out,  like  oil  from  a  leaky 
crankcase.  In  a  top  secret 
meeting  of  700  GM  officers 
last  month  in  secluded 
White  Sulphur  Springs, 
W.Va.,  GM's  Group  Execu- 
tive John  Z.  DeLorean  re- 
portedly said:  "At  least  one 
proposed  program  shows 
rotary  engines  in  80%  to 
100%  of  our  automobiles 
within  the  next  ten  years." 
That  says  it  all.  For  as  GM 
goes,  so  goes  the  nation. 

Why  rotary?  Consider 
this  scenario: 

By  the  1975  model  year 
—less  than  two  years  from 
now— the  conventional  big 
American  car  will  be  load- 
ed with  power-robbing  an- 
tipollution gizmos.  Stomp  on 
the  accelerator  and  what 
happens?  The  car  lumbers 
down  the  road  like  a  fat  house  cat, 
lapping  up  a  gallon  of  55-cent  gaso- 
line eveiy  six  miles.  Newsweek  put 
it  recently:  ".  .  .  anti-emissions 
equipment  is  infecting  engines  with 
mechanical  bronchitis,  acute  dys- 
pepsia and  the  raunchy  blahs  .  .  . 
balky  gas-gulpers." 

Horrified  by  the  beast,  even  big- 


'An  Old  Man  About  To  Die 

car  buffs  start  shopping  for  alter- 
natives. The  salesmen  at  GM  and 
Mazda  Motors  have  just  the  thing: 
roomy  little  cars  with  zippy  rotary 
engines.  They  get  only  12  to  14 
miles  per  gallon,  but  that's  better 
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The  Little  Engine  That  Can  deliver  50%  more  power 
than  a  piston,  does  it  with  only  three  moving 
parts.  Its  rotors  spin  inside  a  Mae  West-shaped  hous- 
ing to  duplicate  the  piston's  four-part  power  stroke 
(intake,  compression,  ignition  and  exhaust).  By 
going  round  and  round,  not  up  and  down,  the 
rotary  offers  quieter,  vibration-free  performance 
and  potentially  far  less  wear  and  fewer  breakdowns. 


than  six  to  eight.  More  important, 
touch  the  accelerator  and  the  mo- 
tor purrs  while  the  car  streaks  for- 
ward as  if  its  tail  were  on  fire.  At 
70  miles  per  hour  in  a  relatively 
cheap  $3,500  car— apologies  to 
Rolls-Royce— you  can  actually  hear 
»    the  dashboard  clock  ticking. 

And  that's  with  todav's  technol- 


ogy. Wankel  II,  so  to  speak,  would 
allow  designers  to  perform  near 
miracles  on  the  big  cars.  Off  comes 
a  foot  or  more  of  length  and  per- 
haps 1,000  costly  pounds.  In  goes 
expanded  interior  and  trunk  space 
and  front-wheel  diive.  Up 
front,  there's  plenty  of  room 
for  impact-absorbing  bump- 
ers, antipollution  devices 
and  all  sorts  of  new  profit- 
able options.  And  all  that 
at  reasonable  prices,  be- 
cause the  Wankel  II  engine 
would  be  25%  to  50%  cheap- 
er to  produce. 

Basically  the  point  is 
this:  The  old  piston  engine 
seems  to  have  reached  its 
design  limit.  Sure,  there  are 
automen  who  insist  they'll 
find  a  way  to  get  by  with 
the  piston.  They  might.  But 
time  is  running  out.  The  en- 
gine hardly  fits  under  the 
hood  now.  No  kidding. 
Cleaning  it  up  to  meet 
1975-76  standards  could 
make  it  bulkier,  weaker, 
more  costly  to  run— and  next 
to  obsolete. 

Toyo  Kogyo's  brilliant 
Kenichi  Yamamoto,  the  only 
auto  engineer  with  experi- 
ence in  mass  producing 
rotary  engines  (300,000 
Mazdas  since  1967),  says:  "The  ro- 
tary is  like  a  25-year-old  man  full 
of  promise.  The  piston  engine  is  an 
old  man  about  to  die." 

So  it  is  no  wonder  that  the  ro- 
tary's  staunchest  critics  among  De- 
troit's Big  Four  automakers  {see 
story)  are  hedging  their  bets  and 
wangling  for  Wankels. 


125,000-unit  production).  "Don't  wor- 
ry about  GM,"  says  a  rival  auto  ex- 
ecutive. "It's  big  enough  to  do  any- 
thing it  wants." 

What  Better  Idea? 

The  same  cannot  be  said  for  Ford 
and  Chrysler.  Jan  Norbye,  Popular 
Science's  automotive  editor  and  the 
author  of  ^he  Wankel  Engine,  says: 
"Ford  is  caught  with  its  pants  down." 

Ford  tried  to  get  the  inside  track 
last  year  by  buying  20%  of  Mazda's 
parent,  Toyo  Kogyo  of  Hiroshima.  But 
as  Mazda's  U.S.  sales  soared,  the  deal 
became  "very  difficult,"  as  the  Jap- 
anese say.  Finally  last  spring  Presi- 
dent Kohei  Matsuda  (pronounced 
like  Mazda)  told  Ford  it  would  ac- 
quire 20%  of  e\erything  but  the  com- 
pany's rotary  project.  In  other  words, 
20%   of   nothing.    A    Ford   spokesman 


concedes:  "The  Japanese  left  us 
standing  at  the  altar." 

Ford  would  have  liked  to  ride  pig- 
gyback on  Toyo  Kogyo  for  a  while. 
A  total  changeo\er  to  rotary  would 
cost  Ford  SI  billion.  That's  half  GM's 
potential  bill,  but  Ford  has  only  77 
million  shares  outstanding  and  only 
about  a  third  of  GM's  profits.  More- 
o\'er,  Wankel  patent  holders  Audi 
NSU  and  Curtiss- Wright  will  want 
around  S30  million  to  $50  million 
down  for  U.S.  manufacturing  rights, 
plus  a  4%  to  5%  royalty  (or  about 
$10  per  engine). 

While  the  switch  would  hurt.  Ford 
could  do  it  once.  But  if  the  rotary  fiz- 
zles. Ford  would  be  compelled  to  re- 
tool again  early  in  the  Eighties.  Ei- 
ther way.  Ford  is  hurt  more  than  GM. 

At  the  moment  Ford  is  deferring 
production  plans  and  falling  even  fur- 


ther behind  GM.  Instead,  it's  shop- 
ping for  15,000  to  20,000  rotaries  as 
options  for  either  1975  or  1976  mod- 
els of  the  Capri,  Maverick  or  restyled 
Mustang  on  a  Pinto  frame.  Unfor- 
tunately, there  are  only  two  rotary 
stores  in  the  world,  and  neifher  is 
ottering  holiday  sales.  A  rival  Detroit 
shopper  reports  thai  West  Germany's 
new  Comotor  engine  plant,  owned 
jointly  by  Volkswagen's  Audi  NSU 
and  Citroen,  is  asking  double  the  price 
of  comparable  piston  engines.  The 
other  manufacturer,  Toyo  Kogyo, 
doesn't  want  to  sell  its  ace  to  any 
U.S.  competitors  before  1975. 

Ford  has  another  option.  Its  Ford- 
Werke  A.G.  of  West  Germany  holds 
a  three-year  license  to  make  rotaries 
in  that  country.  Ford  could  try  to 
import  them.  But  Curtiss- Wright 
would  almost  surely  demand  royalties 
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and  a  contract  with  the  parent  conti- 
pany.  Or  sue. 

Many  automen  believe  it's  only  a 
matter  of  months,  perhaps  weeks,  be- 
fore Henry  Ford  II  buys  a  U.S.  li- 
cense. Reportedly,  the  contract's  tenns 
are  already  well  spelled  out.  But  in 
a  September  press  conference,  Ford, 
with  characteristic  bluntness,  said: 
"We  are  not  [negotiating].  And  we 
have  no  plan  to."  Translation:  Mr. 
Ford  is  still  hoping  there  isn't  a  rotary 
in  his  future. 

Committed  to  a  Fantasy 

It's  hard  to  say  what  is  in  Chrysler's 
future.  Popular  Sciences  Norbye  says: 
"Ford  is  way  behind  GM,  and  Chrys- 
ler is  way  behind  Ford,  which  is 
exactly  nowhere." 

Chrysler  took  Detroit's  first  swing 
at  perfecting  the  rotary  engine  back 
in  the  early  Sixties.  But  its  engineers, 
including  today's  vice  president  for  en- 
gineering and  research,  Alan  G.  Loof- 
bourrow,  soon  dismissed  the  motor  as 
"too  dirty."  They  shifted  their  atten- 
tions, instead,  to  a  fruitless  attempt  to 
perfect  gas  turbine  passenger  cars.  In 
one  memorable  press  preview,  a  tur- 
bine car  full  of  reporters  broke  down 
outside  Cincinnati. 

Now,  ten  years  later,  the  rotary  is 
back,  like  the  nettlesome  ghost  of 
Christmas  past.  And  Loofbourrow 
and  friends  are  again  calling  it  dirty 
names  like  "Smokey."  "The  Wankel 
fotary  engine,"  says  the  60-year-old 
engineer,  "will  turn  out  to  be  one  of 
the  most  unbelievable  fantasies  ever 
to  hit  the  world  auto  industry." 

This  may  be  wishful  pessimism.  Ac- 
cording to  one  estimate,  Chrysler 
would  have  to  spend  $600  million 
just  to  reach  the  mass-production 
stage.  That's  much  more  than  Chrys- 
ler's entire  pretax  profits  between 
1969  and  the  end  of  1972.  No  won- 
der Chrysler  is  determined  not  to 
gamble  on  the  rotary. 

But  hold  on.  When  Forbes  asked 
Loofbourrow  whether  Chrysler  would 
stand  pat  if  GM  went  rotary,  he  said: 
"No,  we'll  have  them  too,  a  year  after 
GM."  He  also  acknowledged  that 
Chrysler  is  currently  shopping  at  Co- 
motor  and  Toyo  Kogyo  and  actively 
negotiating  for  a  manufacturing  li- 
cense in  the  U.S. 

This  isn't  just  Detroit's  usual  pub- 
lic pessimism  and  private  preparation. 
It  seems  that  in  an  effort  to  touch  all 
the  bases,  Chrysler  got  lost  some- 
where between  first  and  third.  It  says 
the  rotaiy  is  a  fantasy.  Yet  it's  com- 
mitted to  use  it  if  GM  does.  W.E. 
Hutton's  auto  analyst  Ulrich  says: 
"The  longer  Chrysler  waits,  the  more 
competition  it  faces.  If  it  stays  put,  it 
could  get  blown  out  of  the  tub." 

At  American  Motors,  President  Wil- 


Wankel  Lover 

DeLoreon  of 
GM  says  80  % 
of  the  compa- 
ny's new  cars 
may  be  ro- 
taries  by 
around  1982. 


Wankel  Hater 

Loofbourrow 
of  Chrysler 
says  it'll  be 
the  biggest 
"fantasy"  in 
auto  history. 


Wankel  Doubter 

Ford  of 

Ford  says  it 

probably 

won't  replace 

the  piston  in 

his  lifetime. 

His  company 

ishedgingtoo. 


Wankel  Touter 
Meyers  of 
American 
Motors  says  it 
will  be  the 
engine  into  the 
J  990s.  AM 
wants  to  lead 
the  U.S. 
changeover. 


Wankel  Leader 

Matsuda  of 
Toyo  Kogyo 
says  he  is 
following  the 
path  his  father 
left  by  per- 
fecting the 
rotary. 


liam  Luneburg  is  going  around  saying 
that  nothing  dramatic  will  happen  in 
rotaries  through  1980.  He  ought  to 
talk  to  Gerald  Meyers,  his  group  vice 
president  for  products.  Meyers  told 
Forbes  that  American  Motors  could 
convert  50%  to  rotaries  by  1980  and 
100%  by  1983  or  1984.  He  adds:  "We 
could  lead  the  way,  maylie  three  to 


five  years  ahead  of  the  automobile 
industry  as  a  whole." 

American  will  get  a  manufacturing 
hcense  any  day  now— "if  we  agree 
to  Curtiss-Wright's  price,"  says  Mey- 
ers. At  first,  while  it  is  developing  its 
own  engines,  American  seems  hkely 
to  purchase  spare  rotaries  from  GM, 
perhaps  beginning  in  1975.  "We  will 
ha\e  rotary-powered  cars  as  soon  as 
we  can.  I'd  be  satisfied  to  start  with 
less  than  10,000  for,  say,  our  Grem- 
lin X,  really  just  to  draw  crowds."  A 
couple  of  years  later,  if  rotaries  ac- 
count for  about  100,000  of  American's 
projected  400,000  sales,  it  would  start 
building  its  own  engines.  "By  1978 
or  1979,  we'll  reach  a  point  of  in- 
difference on  write-offs  and  cash  flow. 

"We're  believers,"  says  Meyers. 
"The  rotary  isn't  the  ultimate  engine, 
but  it  will  be  the  engine  in  the  interim 
period— up  to  1990  and  beyond." 

This  is  one  time  American's  small 
size  ($324  million  in  assets)  is  an 
advantage.  By  traveling  light,  Ameri- 
can can  march  with  the  market,  or 
even  a  little  ahead  of  it. 

A  New  No.  Four? 

What  about  the  little  Japanese 
company  that  got  the  rotary  rolling  in 
the  first  place?  Even  if  the  U.S.  goes 
rotary-crazy,  GM  and  Ford  will  re- 
tain the  lion's  share  of  the  market. 
Toyo  Kogyo,  however,  might  get  siz- 
able rewards.  For  instance,  it  could 
pass  VW  as  the  No.  One  import, 
though  ironically  VW's  Audi  NSU 
subsidiary  holds  the  original  Wankel 
patent.  Or  better  yet,  it  might  open 
factories  here  and  supplant  long-strug- 
gling American  Motors  as  Detroit's 
No.  Four  automaker. 

"No.  Four!  I  hope!"  shouted  Presi- 
dent Kohei  Matsuda,  giggling  and 
bouncing  in  his  chair  as  he  was  inter- 
viewed in  Hiroshima  by  a  Forbes  re- 
porter. Matsuda  quickly  regained  his 
composure,  and  mumbled  something 
in  Japanese  to  the  poker-faced  inter- 
preter on  his  left.  "Mr.  Matsuda  says 
he  has  no  plan  to  become  the  No. 
Four  automaker  in  the  U.S." 

Toyo  Kogyo  is  only  No.  Three  in 
Japan,  with  a  9%  market  share  and 
modest  revenues  of  $900  million.  But 
back  in  the  Sixties,  the  tiny  company 
took  a  sputtering,  belching  engine, 
conceived  by  a  onetime  Luftwaffe  en- 
gineer named  Dr.  P^eliz  Wankel,  and 
somehow  made  it  hum.  By  perfecting 
the  motor  for  mass  production,  Toyo 
Kogyo,  more  than  any  other  company, 
made  the  rotary  revolution  possible^. 
Says  head  engineer  Kenichi  Yamamo- 
to:  "We  knew  we  needed  the  new  en- 
gine to  catch  the  leading  companies. 
Our  lop  management  conrageousK 
adopted  a  tenacious  nienlality,  and 
the  whole  company  concentrated   on 
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this  goal."  The  old  Japanese  formula 
paid  off:  consensus,  courage  and 
concentration. 

Add  patience.  Toyo  Kogyo's  first 
dumpy-looking  rotary  Mazdas  didn't 
create  much  stir  in  Japan  in  1967, 
nor  in  Australia  in  1968,  nor  here  in 
1970.  The  turning  point  came  late  in 
1970,  when  Congress  passed  the 
Clean  Air  Act,  and  Mazda  Motors 
of  America  hired  general  manager 
C.R.  (Dick)  Brown,  39,  a  hard-work- 
ing veteran  of  Chrysler  and  American 
Motors,  who  says:  "I'm  not  going  to 
blow  the  chance  of  my  lifetime." 

With  rotary  fever  suddenly  sweep- 
ing the  country,  Mazda's  sales  have 
climbed  from  about  2,000  in  1970  to 
21,000  in  1971  to  60,000  in  1972. 
Comparatively,  that's  still  small,  but 
by  last  month  the  $3,100  Mazda  had 
passed  Fiat,  Volvo,  Capri  and  17  oth- 
er makes  to  become  the  No.  Five  U.S. 
import.  And  all  that  was  accompli.shed 
without  benefit  of  automatic  trans- 
missions, national  advertising,  nor 
dealers  cast  of  Colorado  or  north  of 
North  Carolina.  This  month  the  com- 
pany got  all  three  as  it  opened  80 
dealerships  from  Chicago  to  New  York 
with  drum  rolls,  cymbals  and  a  big 
bash  at  New  York's  Plaza  Hotel. 

There  were  2,300  applications  for 


the  80  openings,  despite  Mazda's 
stiff  investment  requirement  of  about 
$650,000  per  dealership.  VVliy  the 
flood?  Currently  Mazda's  average 
dealer  is  selling  more  new  cars  (49  a 
month)  than  anyone  else  in  the  mar- 
ket, and  he's  grossing  $606  per  car- 
some  $225  more  than  the  industry 
average.  The  goal  for  1973:  around 
120,000  sales. 

By  1975,  the  year  most  competitors 
will  start  offering  rotaries.  Brown 
hopes  to  have  doubled  his  dealer- 
ships to  650  and  to  be  selling  350,000 
rotary  cars  a  year.  The  parent  com- 
pany wants  to  be  producing  1  mil- 
lion units  a  year,  up  from  only 
440,000  in  1970. 

Then,  around  1978,  Mazda  Motors 
of  America  will  offer  shares  to  the 
public  and  raise  millions  for  both  a 
U.S. -based  engine  factory  and  an  as- 
sembly plant  big  enough  for  240,000 
sedans,  priced  at  over  $4,000. 

A  young  college  graduate,  who  led 
a  Forbes  reporter  on  a  recent  tour  of 
Toyo  Kogyo's  Hiroshima  plants,  said 
solemnly:  "We  all  know  1975  and 
1978  are  very  important  years  for  our 
company." 

"Our  future,"  says  President  Mat- 
suda,  "is  in  high-precision,  high-class 
products,"  like  a  big  $3,400  RX-4  due 


here  late  next  year,  a  still  secret  super- 
duper  sports  car  and  that  3,500-pound 
sedan  he  plans  to  build  in  the  U.S. 

All  these  ambitious  plans  hinge  on 
Mazda  Motor's  potential  U.S.  profits. 
Because  of  rotary  expenses,  Toyo 
Kogyo's  earnings  have  declined  stead- 
ily since  1967  (to  about  $26  million). 
It'll  need  fresh  capital  to  keep  dou- 
bling rotary  capacity,  now  slated  for 
40,000  units  a  month  by  1974.  The 
alternative  is  a  distasteful  merger, 
perhaps  with  Toyota  or  Ford. 

It'll  be  a  tightrope  walk.  Already, 
in  a  startling  turnabout,  big  Toyota 
and  Datsun  now  favor  proposed  in- 
dustrywide quotas  in  order  to  derail 
both  a  further  yen  revaluation  and 
little  Toyo  Kogyo.  But  Matsuda  is 
smiling  and  gaining  confidence  daily. 
Why  not?  The  big  news  is  that  Detroit 
is  following  his  lead  and  increasing 
U.S.  demand  for  rotary  cars,  an  ap- 
petite only  his  Mazdas  can  satisfy 
right  now. 

But  whatever  the  future  holds  for 
this  venturesome  little  Japanese  com- 
pany, its  spinning  engine  is  about  to 
make  a  lasting  impact  on  the  Big 
Four  and  every  driver  in  the  U.S. 
Round  and  round  it  goes,  and  where 
it'll  stop,  nobody  knows.  Not  Chrys- 
ler. Not  Ford.  Not  even  CM.  ■ 


Mazda— like  Toyota  and  Datsun— operates  its  own  busy  export 
fleet.  When  asked  how  U.S.  automakers  might  slow  the  Japanese, 
Ford    President    Lee    lacocca    joked:    "How    about    Chevy   submarines?" 
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Harry  Oppenheimer 


His  companies  mine  most  of  the  diamonds,  a  third  of  the  gold  and  a  big  chunk  of  the  Free 
World's  platinum  and  uranium.  This  cultivated,  unassuming  man  controls  assets  of  $5  billion. 


He's  a  small,  dapper  man,  soft-spo- 
ken and  witty.  He's  also  a  highly  cul- 
tivated man,  who  received  honors  in 
philosophy,  politics  and  economics  at 
Oxford.  In  his  native  South  Africa, 
where  anyone  who  speaks  out  against 
apartheid  is  asking  for  house  arrest, 
imprisonment  or  worse,  he  does  speak 
out.  In  a  world  where  wealth  often 
prefers  to  keep  a  low  profile,  this 
takes  courage. 

This  is  Harry  Oppenheimer,  who  at 
64  is  one  of  the  richest  men  in  the 
world.  He  controls  a  vast  roster  of 
companies  whose  assets  total  an  esti- 
mated $5  billion.  Oppenheimer  is  head 
of  Anglo  American  Corp.  of  South 
Africa,  De  Beers  Consolidated  Mines 
and  Charter  Consolidated,  a  group 
that  controls  more  than  100  other 
corporations,  including  New  Jersey's 
Engelhard  Minerals  &  Chemicals,  a 
worldwide  minerals  trading  corpora- 
tion and  fabricator.  Though  little 
known  in  the  U.S.,  Oppenheimer, 
through  his  group,  has  a  stranglehold 
on  world  diamond  production  and 
marketing.  His  mines  produce  30%  of 
the  non-Communist  world's  gold.  One 
of  his  companies  is  the  non-Commu- 
nist world's  largest  producer  of  plati- 
num. Others  are  big  in  coal,  copper, 
uranium  and  silver. 

The  group  is  the  creation  of  Op- 
penheimer's  father.  Sir  Ernest  Oppen- 
heimer. Born  in  Friedberg  nin  Hesse 
in  1880,  the  son  of  a  Jewish  cigar 
maker.  Sir  Ernest  went  to  work  in  his 
teens  as  a  jeweler's  apprentice.  In 
1902  his  firm  sent  him  to  South  Af- 
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rica  as  a  diamond  buyer.  Several  years 
later,  when  he  was  not  quite  30,  he 
quit  to  go  into  gold  mining,  then  soon 
expanded  back  into  diamonds. 

In  those  days  the  price  of  diamonds 
fluctuated  wildly.  Sir  Ernest  set  out 
to  control  the  production  of  diamonds 
in  order  to  control  the  price.  He  start- 
ed buying  shares  in  De  Beers,  the 
company  that  Cecil  Rhodes  had 
founded  to  mine  diamonds,  and  soon 
he  was  in  command. 

He  gobbled  up  his  smaller  compet- 

Oppenheimer  of  Anglo  American 


itors,  not  only  in  South  Africa  but 
everywhere  on  the  continent.  Even- 
tually his  control  was  complete. 

Not  content  with  this.  Sir  Ernest 
took  over  the  Rand  Gold  Fields  and 
soon  began  a  vast  program  of  ex- 
ploration for  gold. 

Sir  Ernest  was  even  smaller  than 
his  son,  just  half  an  inch  over  five 
feet.  Aggressive  in  business,  he  was 
shy  in  person,  and  would  not  consent 
to  a  press  interview  until  he  was  70. 
According  to  Dana  Thomas'  The 
Money  Crowd,  "Sir  Ernest  deftly  han- 
dled all  the  questions  . .  .  but  when 
the  newsmen  left,  he  fainted." 

He  died  in  November  1957  at  the 
age  of  77  while  having  breakfast  with 
his  son.  He  left  an  estate  estimated  at 
$183  million.  It  is  probably  worth 
several  times  that  much  today. 

Harry  Oppenheimer  does  not  share 
his  father's  passion  for  exploring  for 
gold.  Instead,  according  to  Thomas, 
"when  the  subject  of  uranium  is  men- 
tioned, a  gleam  comes  into  his  eye." 

His  biggest  coup  was  acquiring  con- 
trol of  Engelhard  Minerals  &  Chemi- 
cals after  Charles  Engclhard's  death. 
EMC  is  a  company  with  assets  of 
$584.3  million. 

Oppenheimer  and  Engelhard  were 
close  personal  friends,  and  they  helped 
each  other  whenever  problems  arose. 
When,  for  example.  Central  Mining 
Co.,  now  a  cash-rich  sul)sicliar\'  of 
Anglo  American,  was  threatened  by  a 
takeover,  Engelhard  joined  with  Op- 
penheimer in  buying  up  enough  shares 
to  repel   the   raiders.    By   ICngclhanrs 
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Do  your  company  a  favor 
and  be  a  nice  guy  to  your  investors, 

all  at  the  same  time. 


It's  called  Chase  Manhattan's 
Automatic  Stock  Purchase  Plan. 

The  plan  encourages  your  in- 
vestors to  put  their  dividend  and 
interest  payments  back  into  your 
company's  common  stock. 

The  participating  investor's 
dividends  or  interest  payments 
are  turned  over  directly  to  Chase 
Manhattan.  The  investor  can  also 
add  additional  funds  any  time  he 
chooses.  Chase  makes  the  pur- 
chase of  your  common  stock,  does 
the  paperwork,  and  sends  out  a 
statement  of  increased  participa- 
tion to  each  investor  who  has 
signed  up  for  the  Plan. .Since  we 
combinethedividend  and  interest 
checks  with  the  additional  cash 
deposits  of  a//the  participating  in- 
vestors, Chase  can  make  large 


purchases  of  your  stock.  So  there 
are  commission  savings  to  each 
investor.  Also,  each  holder  of  se- 
curities is  credited  with  dividends 
on  fractional  shares. 

This  Plan  is  available  to  hold- 
ers of  common  and  preferred 
stock,  as  well  as  bond-  and  note- 
holders. In  addition.  Chase  will  act 
as  custodian  of  all  of  your  corpora- 
tion's common  stock  (including 
those  bought  elsewhere)  for  all 
participating  investors. 

OnceyouVe  weighed  the  ben- 
efits of  Chase  Manhattan's  Auto- 
matic Stock  Purchase  Plan,  call  us 
at  (212)  552-5303-this  can  very 
well  be  the  easiest  and  nicest  bus- 
iness decision  of  your  entire  fiscal 
year. 


Money  isn't  everything, 

It's  service  that  makes  the  difference. 
li)u  have  a  friend  at  Chase  Manhattan. 

1  Chase  Manhattan  Plaza,  New  York,  New  York  10015  (212)552-5303 
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death,  liis  interests  and  Oppenheimer's 
liad  become  intertwined.  Among  oth- 
er things,  Anglo  American  and  its 
subsidiaries  owned  a  large  slice  of 
Engelhard  Hanovia,  the  Engelhard 
family  holding  company.  After  Charles 
Engelhard  died  in  1971,  Anglo  Amer- 
ican gave  the  shares  in  Hanovia  to 
Engelhard's  heirs.  In  return,  the  heirs 
deli\ered  30%  of  EMC's  stock  to 
Anglo  American,  which  thus  became 
the  largest  owner  of  the  American 
company's  stock. 

The  Oppenheimer  empire  is  a  com- 
plicated one.  It's  not  a  conglomerate 
in  the  American  sense,  but  a  group 
of  interlocking  corporations.  Anglo 
American  has  shares  in  De  Beers  and 
De  Beers  has  shares  in  Anglo  Ameri- 
can and  both  have  shares  in  Charter 
Consolidated.  The  three  have  sub- 
sidiaries, but  not  all  are  wholly  owned. 
In  many  Oppenheimer  companies  the 
Oppenheimer  stake  is  only  10%  or  12%. 

It's  absolutely  impossible  for  an  out- 
sider to  disentangle  the  complex  and 
figure  out  which  makes  what. 

The  key  corporation  is  Anglo 
American.  Listed  on  the  London, 
Johannesburg,  Paris,  Basel,  Frank- 
furt, Zurich,  Geneva  and  Salisbury 
exchanges,  Anglo  American  last  year 
earned  $45  million  in  income  and  fees 
from  investments  of  $90  million. 

Sir  Ernest  was  active  in  politics. 
He  served  as  mayor  of  Kimberly  and 
in  the  South  African  Parliament.  His 
son  has  been  active  in  politics,  too, 
and  he  too  has  served  in  Parliament. 
Originally,  he  was  a  member  of  the 
United  Party,  but  he  broke  off  from  it 
over  the  issue  of  apartheid  to  join  the 
minuscule  Progressive  Party,  which  is 


in  favor  of  integration. 

Oppenheimer  is  Huent  in*.  German 
and  Afrikaans  as  well  as  EngHsh,  and 
this  has  stood  him  in  good  stead.  Dur- 
ing World  War  II  he  served  as  a  cap- 
tain with  the  4th  South  African  Ar- 
mour Corps  in  North  Africa,  fighting 
Rommel's  Afrika  Corp.  One  day  his 
men  were  pinned  down  by  heavy 
German  fire.  Oppenheimer  spoke  Ger- 
man to  confuse  the  enemy,  getting 
on  his  radio  to  interrupt  orders  from 
the  German  officers  and  giving  the 
German  tank  commanders  misinforr 
mation.  One  of  his  sergeants  later  told 
a  reporter:  "When  we  were  in  trou- 
ble, Oppie  always  looked  out  for  us." 

In  the  South  African  Parliament 
members  can  speak  either  English  or 
Afrikaans.  One  of  the  few  members 
of  the  opposition  who  could  speak 
Afrikaans,  Oppenheimer  didn't  have 
to  wait  for  a  translation  in  order  to 
bedevil  government  spokesmen. 

Who  will  succeed  Harry  Oppen- 
heimer? Presumably,  his  son  Nicholas. 
However,  Nicholas  is  only  25.  A  re- 
gency would  ha\'e  to  rule  the  Oppen- 
heimer empire  until  he  gained  enough 
experience  to  take  charge  himself. 
There  is  a  regency  in  the  making. 
Three  years  ago  Harry  Oppenheimer 
told  South  Africa's  Financial  Mail:  "I 
regard  it  as  my  job  to  build  up  a  num- 
ber of  people  to  run  the  company. 
It  is  very  important  that,  they  should 
be  energetic.  And  it  is  also  extremely 
important  that  they  should  like  one 
another.  They  must  be  a  band  of 
brothers  and  see  in  it,  not  just  a  means 
to  a  livelihood,  but  a  way  of  life." 
Harry  Oppenheimer  and  Charles  Eng- 
elhard did.  ■ 


An  Interview  with  Harry  Oppenheimer 


Harry  Oppenheimer  was  in  New  York  recently,  sfaying  at  the  Carlyle, 
and  though  he  rarely  grants  interviews,  he  did  agree  to  meet  with 
Staff  Writer  Paul  Gibson.  Gibson  arrived  expecting  to  find  Oppenheimer 
surrounded  by  aides,  guards,  all  the  accoutrements  of  wealth  and  pow- 
er. What  he  found,  instead,  was  a  charming,  unassuming  man  with  just 
one  aide.  Almost  Oppenheimer's  first  words:  "Would  you  like  a  whiskey 
and  soda?"  Then  he  mixed  the  drinks  himself  while  the  aide  stood  by. 
He  discussed  a  wide  variety  of  subjects,  from  diamonds  to  politics 
and  his  relationship  with  his  father,  interrupting  only  to  mix  another 
brace  of  drinks.  Gibson  taped  his  remarks.  Excerpts  follow: 


On  the  question  of  growth: 

I  know  it's  fashionable  to  think 
that  companies  ought  to  grow  at  10% 
a  year,  but  my  experience  has  been 
somewhat  different.  ...  I  think  you 
grow  with  a  sudden  surge  forward, 
then  have  a  plateau  and  stay  there 
for  a  bit.  Now  this  may  not  be  so  if 
you  run  a  factory,  but  in  the  mining 
world  and  in  the  world  of  Engelhard 
Minerals  &  Chemicals  it  is.  ...  I  don't 


think  you  ought  to  feel  a  company  has 
no  potential  because  it  hasn't  grown 
very  rapidly  for  five  years. 

I  think  truthfully  that  the  average 
investor  cannot  afford  to  take  anoth- 
er view,  but  that  isn't  the  popular 
outlook  nowadays.  .  ,  . 

On  business  administration  schools: 

I  don't  think  it's  wise  to  recruit 
exclusively  from  such   schools.   They 


"We  were  good  friends,"  says 
Oppenheimer  fright).  "Just  be- 
fore Charlie  [Engelhard]  died, 
he  proposed  that  we  buy  more 
shares  from  him  so  we  would 
end  up  controlling  his  business." 


are  absolutely  excellent  and  bring  a 
new  dimension,  but  they  have  a  par- 
ticular way  of  looking  at  things, 
which  all  their  students  are  taught. 
In  a  large  organization,  you  need 
quite  a  lot  of  ways.  I  like  to  see  a 
mixed  bag.  .  .  .  Yes,  I  like  to  see  Ox- 
ford people  and  technical  people.  I 
certainly  wouldn't  exclude  people 
who  have  taken  a  philosophy  degree 
at  Oxford  or  Cambridge;  otherwise 
I  would  be  in  trouble. 

On  the  future  of  South  Africa: 

I'm  a  great  optimist.  I  always  have 
to  check  myself,  but  I  am  an  optimist. 
This  country  has  tremendous  natural 
resources,  particularly  minerals,  and 
the  enormous  advantage  of  having  a 
population  which  is  not  as  educated 
and  productive  as  it  shotild  be.  |  By 
this,  he  meant  the  black  majority.] 
That  makes  it  a  great  open  frontier. 
•  .  .  Obviously,  the  thing  one  is  wor- 
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We're  growing  fast. 
And  in  two  directions. 


Ever  since  we  bought 
some  surplus  WW  II  planes  in 
1945,  our  name  has  been  tied  to 
airfreight.  We've  seen  it  grow 
and  we've  grown  with  it.  In  fact, 
Flying  Tiger  Line  is  the  world's 
largest  all-cargo  airline,  serving 
key  cities  in  the  CJ.S.  and  linking 
this  country  with  the  thriving 
economies  of  Asia. 

Now  we're  a  holding 
company,  and  our  reach  goes 
far  beyond  the  rising  curve  of 
airfreight.  We've  moved  into 
another  field  that  has  taken  off 
in  a  big  way:  industrial  leasing. 

Our  subsidiary,  North 
American  Car  Corporation,  has 
expanded  its  share  of 
market,  leasing 
some  27,000 
specialized 
railroad  cars 
to  major 
shippers 


throughout  the  U.S.  and  Canada. 
And  North  American's  own 
subsidiaries  are  increasing  their 
activities  in  leasing  jet  planes, 
computers,  industrial  and 
office  equipment. 

Together  our  leasing 
operations  offer  customers  an 
extremely  wide  range  of  serv- 
ices, from  bone-dry  leases 
to  tailored  plans  that  provide 
the  benefits  of  ownership, 
but  without  the  burdens. 

When  1972  ends,  we 
will  have  invested  $77 
million  to  meet  the 
demand  for  leasing 
in  the  (J.S.  and 
abroad. Through 
the  first  nine 
months,  our 
leasing 


divisions  contributed  48  percent 
of  our  net  income  of  almost 
$20  million. 

The  commercial  air- 
freight operation  of  Flying  Tiger 
Line  is  also  booming. Through 
Sept.  30,  it  set  nine-month 
records  for  revenues,  earnings 
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and  revenue  ton-miles  flown.  It 
was  by  far  the  best  nine 
months  in  the  airline's  27- 
year  history. 

The  arithmetic  of 
airfreight  and  leasing  —two 
growth  fields  adding  up  to  one 
growing  holding  company. 


ried  about  is  the  racial  problem. 
Things  are  moving  and  I  would  say 
in  the  right  direction,  but  far  too 
slowly.  .  . . 

On  the  danger  of  a  black  uprising: 

Oh,  no.  Americans  shouldn't  worry 
about  that.  None  of  these  things  is  in 
the  time  scale  that  you  ought  to  think 
about  when  you  invest.  After  all,  if 
you  live  in  a  country .  . .  you  have  to 
think  in  a  time  scale  that  an  investor 
should  think  in.  ...  I  would  think 
South  Africa  is  a  very  good,  very 
stable  place  to  invest. 

On  his  close  friend  the  late  Charles 
Engelhard: 

...  I  found  him  a  very  attractive 
person.  He  was  an  extremely  able  busi- 
nessman. Not  an  administration  man; 
he  was  a  first-class  negotiator,  who 
always  saw  the  big  issue  and  stuck 
to    the    point    very    strongly. .  . .  He 


didn't  argue  and  fiddle  abont  minor 
matters.  That  appeals  to  me.  It's  the 
way  I  like  to  operate. 

Charley,  you  know,  became  the 
greatest  owner  of  race  horses  in  the 
world.  ...  I  think  he  made  money  on 
his  horses,  but  he  must  be  about  the 
only  man  in  the  world  who  has.  ...  I 
can  assure  you  I  never  made  any  mon- 
ey out  of  my  horses.  .  . . 

On  the  diamo}}d  business: 

It's  good.  .  .  .  The  demand  is  spread- 
ing ...  to  Japan,  in  particular.  That's 
a  natural  plienomenon  in  a  country 
that  is  getting  richer.  .  .  .  They  are 
second  only  to  America  in  the  purchase 
of  diamonds.  .  .  .  The  bulk  of  the  dia- 
monds now  aren't  sold  to  enormously 
rich  people.  They  go  down  a  long 
way.  It's  not  like  it  was  when  I  was  a 
young  man.  Why  do  people  buy  them? 
They're  very  beautiful,  girls  like  them. 
Combined  with  that,  you're  not  buy- 
ing  a   cigar   and   smoking   it;   you're 


buying  something  of  value,  although 
I  don't  think  the  investment  value  is 
the  primary  reason  for  buying  dia- 
monds. .  .  . 

On  the  future  of  gold: 

.  .  .  Until  you  had  a  free  market  for 
gold,  this  industry  had  to  decline 
gradually.  Like  everything  else,  the 
cost  of  producing  gold  was  going  up 
a  few  pier  cent  a  year.  ...  If  the  price 
of  your  product  is  fixed,  there  comes 
a  time  when  the  cost  of  production 
and  the  price  of  the  product  must 
meet.  .  .  . 

If  gold  becomes  a  commodity  like 
any  other  .  .  .  then  the  industry  will 
go  on  indefinitely.  .  .  .  You  do  have  the 
theoretical  danger  that  existing  stocks 
of  gold  will  be  sold  off  and  the  mar- 
ket flooded,  but  I'm  not  really  wor- 
ried about  that.  I  think  the  opposite 
will  happen. 

I  think  eventually  you  may  see  a 
rise  in  the  official  price  of  gold. ...» 


The  Oppenheimer  Empire 

A  simplified  view  of  where  Harry  Oppenheimer  puts  and  makes  his  money.  AJany  of  his 

companies  own  shares  in 

each  other  or  in  the  dozens  of  operating  subsidiaries  not  listed. 

DeB«ers 

H          Anglo  American                            ^V 

Charter 

Consolidated  Mines 

■          South  Africa                                 H 

Corrsoijdated 

(1971  net:  $72  mil.) 

I           (1971  net:  $45  mil.)                       H 

(1971' net:  $36  mil.) 

Diamond  mining, 

■           Main  holding  company.                  ^H 

Mining  finance; 

marketing;  investments. 

investments. 

Major  Controlled  Companies 

Nchanga  Copper  Mines 

Roan  Consolidated  Mines 

Zambia  Copper  Invest 

(1971t  net:  $137  mil.) 

(1971  net:  $69  mil.) 

(1971  net:  $36  mil.) 

Zambian  copper 

Zambian  copper 

Copper  investments 

Zambia  Anglo  American 

Rand  Selection 

Engelhard  Min.  &  Chem. 

(1971  net:  $36  mil.) 

(1971  net:  $28  mil.) 

(1971  net;  $28  mil.) 

Copper  investments 

gold,  diamond  investments 

Metal  Marketing 

African  Explosives  &  Chem. 

Anglo  American  Invest. 

Barlow  Rand 

(1971  net:  $25  mil.) 

(1971  net:  $22  mil.) 

(1971  net:  $22  mil.) 

Chemicals;  fertilizers 

Diamond  investments 

Mining;  machinery 

South  African  Breweries 

Orange  Free  State  Invest 

Tsumeb  Corp. 

(1971  net:  $18  mil.) 

(1971  net:  $16  mil.) 

(1971  net:  $13  mil.) 

Breweries;  hotels 

Gold  investments 

Copper;  lead;  silver 

Anglo  American  Inds. 

West  Rand  Invest. 

Messina  (Transvaal) 

(1971  net:  $12  mil.) 

(1971  net:  $10  mil.) 

(1971  net:  $9  mil.) 

Steel;  pulp;  mfg. 

Gold,  uranium  investments 

Copper;  vehicle  mfg. 

Gold  Fields  of  South  Africa 

Oe  Beers  Industrial 

Vereeniging  Estates 

(1971  net:  $8  mil.) 

(1971  net:  $8  mil.) 

(1971  net:  $6  mil.) 

Gold  investments 

Industrial  holdings 

Coal  mines 

Tiger  Oats 

Cape  Asbestos 

Rhodesian  Nickel 

(1971  net:  $6  mil.) 

(1971  net:  $5  mil.) 

(1971  net:  $5  mil.) 

Foodstuffs 

Asbestos  mfg.,  mining 

Nickel;  copper  mines 

Hudson  Bay  Mining 

Anglo  American  Rhodesia 

(1971  net:  $3  mil.) 

(1971  net:  $3  mil.) 

Copper  mines 

Investments;  coal;  nickel 
Major  Investments 

American  Metal  Climax 

Rio  Tinto-Zinc 

Union  Corp. 

(1971  net:  $55.4  mil.) 

(1971  net:  $48  mil.) 

(1971  net:  $19  mil.) 

Natural  resources 

All  major  metals,  fuels 

Mining  finance 

Selection  Trust 

Rio  Algom  Mines 

Capital  &  Counties  Pty. 

(1971  net:  $14.5  mil.) 

(1971  net:  $10  mil.) 

(1971  net:  $7  mil.) 

Mining  finance 

Copper  mines 

U.K.  real  estate 

♦Year-end  Mor.  31,  1972.  flS  months  lo  Mor.  31,  1971. 
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SCOTCH 

The  Pleasure  Principle. 


Have  a  Dickens 
of  a  Christmas 
with  Marley's  ghost, 
Bob  Cratchit,  and  Scrooge 
—all  delightfully  depicted 
on  the  very  attractive 
J&B  gift  carton- 
yours  at  no  extra  cost. 
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They  use  us  to  discover  the 
beauty  of  words  and  the  logic 
of  numbers.  They  learn  history, 
philosophy  and  science  from 
us.  They  draw  pictures  on  us, 
practice  writing  on  us,  profit 
from  their  mistakes  on  us. 

Every  day,  we  answer  the 
bell  in  thousands  of  class- 
rooms throughout  the  land. 
Great  Northern  Nekoosa. 
Mass  producer  of  paper  for 
single-study  educational 
materials,  for  hard-  and  soft- 
cover  books.  Molder  of  more 
growing  minds  than  any 
teacher  in  the  country. 

You'll  find  our  papers 
between  the  covers  of 
individual  workbooks,  text- 
books, charts,  coloring  books 


—  in  all  kinds  of  teaching 
materials  that  can  impart 
knowledge  and  communicate 
the  joys  of  learning. 
.    Education,  however,  is  only 
one  of  our  concerns  at  Great 
Northern  Nekoosa.  Because 
we're  totally  involved  with 
the  world  of  print  com- 
munication. 

As  a  major  producer  of 
newsprint,  we  help  supply  a 
nation's  daily  diet  of  fact  and 
opinion.  As  a  leading  manu- 
facturer of  paper  for  hard-  and 
soft-cover  books,  we  provide 
entertainment  and  instruction. 
Through  specialized  papers 
for  catalogs,  directories  and 
magazines,  we  help  inform  the 
marketplace.  Through  new 
kinds  ofpapers  for  computers. 


office  reproduction  machines 
and  company  letterheads,  we 
help  keep  American  business 
running. 

More  than  any  other 
producer,  our  commitment  is 
to  the  printed  word. 

And  to  producing  the 
materials  that  simultaneously 
enhance  man's  knowledge 
and  man's  environment. 

GREAT 

NORTHERN 

NEKGDSA 

CORFORATDN 

Helping  to  spread  the  word. 


Every  day  millions 

of  scholars  stretch  their  minds  on 

Great  Northern  Nekoosa. 


Great  Northern  Nekoosa  Corporation.  Stamford,  Conn.  06901. 
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Who  Rules  the  Foam? 

Anheuser-Busch  does.  But  Schlitz  is  putting  up  quite  a  battle. 


Robert  A.  Uihlein  Jr.,  president  of 
Jos.  Schlitz  Brewing  Co.,  wears  a  tie 
clip  in  the  shape  of  the  Merrimack, 
the  Confederate  ironclad  raider  of  Civ- 
il War  days.  The  clip  is  a  symbol  of 
his  ambitions.  Like  the  Confederates, 
Schlitz  is  somewhat  the  underdog  in 
the  Battle  of  the  Foam. 

Anheuser-Busch  and  Schlitz  and,  to 
a  lesser  degree,  Pabst  are  the  ironclads 
of  this  particular  battle.  They  have 
been  making  strong  gains  in  recent 
years  at  the  expense  of  the  wooden 
ships— that  is,  the  local  and  regional 
brewers.  The  number  of  brewers  has 
declined  from  154  companies  only  two 
years  ago  to  just  65  today. 

Still,  among  the  heavies,  Schlitz 
trails  its  long-time  rival  Anheuser- 
Busch  in  sales  by  a  ratio  of  about  $2 
to  $3  and  in  profits  by  a  slightly 
larger  ratio.  But  Schlitz  is  putting  up 
quite  a  fight  these  days,  and  this 
year  it  landed  a  few  good  broadsides 
into  its  bigger  competitor.  While  An- 
heuser  will  gain  an  estimated  8.5% 
in  sales  volume,  Schlitz  is  coming 
through  with  a  rousing  14%  gain; 
Schlitz  will  end  the  year  with  net 
sales  of  about  $620  million,  Anheuser 
close  to  $1  billion.  Schlitz'  profits 
also  climbed  slightly  more  than  An- 
heu-ser's:  up  15%  to  $46  million,  vs. 
a  gain  of  about  13%  to  $80  million 
plus  for  Anheuser. 


Historically,  Anheuser  has  led  in 
profitability,  but  this  year  Schlitz  has 
caught  up,  both  approaching  20%  re- 
turn on  equity.  Neither  has  any  apol- 
ogies to  make  on  this  score.  In  rnarket 
share,  Anheuser-Busch  leads  19%  to 
13%,  but  Schlitz  appears  to  have 
the  momentum. 

It  has  the  momentum  in  good  part 
because  of  moves  Schlitz  has  made 
since  Uihlein,  56,  took  over  the  com- 
pany from  his  uncle  Erwin  in  1961. 
Schlitz  was  then  in  bad  shape,  but, 
having  already  spent  19  years  there, 
Uihlein  thought  he  knew  what  ailed 
it.  Some  of  the  moves  have  already 
paid  off,  as  this  year's  statistics  prove. 
Others  seem  almost  certain  to  pay  off 
in  the  near  future. 

In  the  last  few  years,  while  An- 
heuser has  been  adding  new  plants 
with  a  capacity  of  around  2  million 
barrels,  Schlitz  has  been  putting  up 
plants  with  a  capacity  over  twice  as 
great.  "We  prefer  to  build  larger  units 
than  some  of  our  competitors,  because 
it's  cheaper  than  several  smaller 
plants,"  says  Uihlein.  It  also  cuts  the 
cost  of  production.  Last  year,  Schlitz' 
operating  profit  on  each  barrel  of  beer 
was  $4.42,  before  taxes.  Uihlein  esti- 
mates the  new  breweries  will  cut  op- 
erating costs  by  more  than  $2  per 
barrel.  Another  indication  of  the  high- 
er profitability  of  larger  plants:  Schlitz 


has  been  able  to  ship  beer  into  the 
Northeast  more  profitably  from  its 
Winston-Salem,  N.C.  plant  (capacity: 
4.4  million  barrels)  than  from  its 
Brooklyn,  N.Y.  plant  (1  million). 
Schlitz  wants  to  close  its  Brooklyn 
plant,  but  a  labor  arbitrator's  ruling 
prevents  it  from  doing  so  until  May 
31,  1973.  It  will  try  to  close  the  plant 
then,  thereby  increasing  the  profit- 
ability of  the  company  as  a  whole. 

Yeosf  and  Cans 

Schlitz  has  another  thing  going  for 
it:  About  six  years  ago  Schlitz  start- 
ed using  a  new  process  for  brewing 
beer,  called  accelerated-batch  fermen- 
tation. Basically  what  this  means  is 
that,  by  putting  some  air  into  the 
brew,  Schlitz  can  stimulate  the  yeast 
to  grow  faster.  This  cuts  Schlitz'  nor- 
mal brewing  time  of  25  days  by  15%, 
and  Uihlein  claims  the  beer  has  a  sub- 
stantially improved  shelf  life.  All  the 
newer  plants  use  the  process,  and  all 
future  ones  will,  too. 

Finally,  Schlitz  has  been  going  in 
for  manufacturing  its  own  aluminum 
cans.  One  plant  has  already  gone  into 
production.  It  has  been  turning  out 
cans  for  three-fourths  of  what  Schlitz 
pays  for  them  elsewhere.  Another 
plant  is  planned  for  next  year. 

An  efficient  system  of  production  is 
one  thing;   marketing  the  product  is 
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When  OSH  A  made  ROPS  a 

requirement,  Republic  made 

IMaxi-Gaid  a  reality. 

ROPS.  Those  letters  stand  for  Roll-Over 
Protective  Structures. 

The  Occupational  Safety  and 
Health  Act  of  1970  (OSH A)  will 
require  Roll-Over  Protective  Struc- 
tures on  most  construction,  oflF- 
highway  and  agricultural  vehicles, 
to  provide  overhead  protection 
for  the  operator  if  the  machine  rolls  over  or  is  upset. 
It's  as  simple  as  that. 

But  it's  not  so  simple  to  meet  the  OSHA  requirements  for  ROPS.  So 
Republic  developed  a  new  high  strength  low  alloy  steel  for  use  in  our 
Maxi-Gard*  ROPS  welded  steel  tubing. 

Our  Maxi-Gard  tubing  exceeds  the  OSHA  standards  for  low 
temperature  impact  strength  and  has  50,000  psi  minimum  yield  strength. 

Maxi-Gard  is  just  another  example  of  the  way  Republic  steps  in 
and  keeps  problems  from  throwing  you. 

Companies  that  need  a  new  steel  need  the  new  steel  company.  The 
one  that's  got  a  whole  new  way  of  thinking  and  a  whole  new  philosophy. 

Keep  up  with  developments  at  the  new  steel  company.  Write 
Republic  Steel  Corporation,  Cleveland  OH  44101. 

New  developments  from  the  new  steel  company. 

Ropublicsteel 


♦  A  trademark  of  Republic  Steel  Corporation. 


Tom  Donovan  understood 
that  to  make  our  business  better, 
we  had  to  buy  a  better  business. 

Vro  the  president  of  a  broadcasting  corporation. 
When  I  took  over,  the  connpany  wasn't  doing  too  well. 
And  I  knew  that  before  things  got  better,  they  would 
have  to  get  worse. 

They  did.  We  disposed  of  the  subsidiaries  that  were 
either  unprofitable  or  unrelated  to  our  nnain  business. 
As  a  result, we  lost  over  8  nnillion  dollars. 

The  next  step  was  to  rebuild.  Since  our  business 
was  having  trouble,  we  wanted  to  buy  one  that  wasn't. 
A  highly  profitable  radio  station  was  available,  but  who 
would  loan  us  the  money? 

I  called  Tonn  Donovan.  He's  a  SeniorVice  President 
at  Marine  Midland  Bank— New  York.  I  had  worked  with  Tonn 
before,  and  I  knew  he  had  sonnething  just  as  innportant 
as  the  nnoney  I  needed.  He  had  confidence  in  nne. 

So  I  called  hinn.  At  honne.  At  nnidnight.  While  he  was 
on  vacation.  I  told  hinn  what  we  needed. Tonn  had  the 
courage  to  look  past  the  nunnbers,  and  consider  the 
people  involved.  And  that  night  he  agreed  to  help  us  buy 
the  station  by  loaning  us  1^  nnillion  dollars. 

That's  the  way  it  is  at  Marine  Midland.  Businessnnen, 
like  nne,  can  work  directly  with  a  senior  officer,  without 
red  tape  and  without  wasting  time. 

Let's  face  it.  When  I  asked  for  that  loan,  a  lot  of 
people  would  have  thought  I  was  crazy  But  Tom  Donovan 
knew  me  better  than  that. 


It's  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  Banks. 

OVER  275  OFFICES  THROUGHOUTNEWYORKAND  OVERSEAS. 


another.  Like  Anheiiser.  Sclilitz  has  a 
strongly  motivated  wliolesaler  organ- 
ization that  does  an  excellent  job  of 
peddling  its  beer.  In  addition,  it  has 
a  5()0-inan  sales  force  that  works  close- 
ly with  the  950  wholesalers.  And  it 
has  advertising  that  works.  While  An- 
heuser  is  busy  projecting  an  image 
of  quality,  Schlitz  stresses  the  fun  life. 
The  ads  are  aimed  at  men  of  action. 

Interestingly,  Schlitz  has  been 
achieving  its  sales  increases  with  only 
a  slight  rise  in  expenditures  for  ad- 
vertising, from  $30.4  million  in  1970 
to  $31  million  in  1971.  Anheuser's 
went  from  $34  million  to  $38.8  mil- 
lion. Schlitz'  ad  cost  per  barrel 
dropped    from    $1.08    to    $1.03.    An- 


The  beer  that  made  Milwaukee 
famous  also  made  the  Uihlein 
family  one  of  the  wealthiest  in  the 
U.S.  Nearly  a  century  after  August 
Uihlein  and  his  brothers  {see  photo 
helow)  inherited  the  brewery  from 
their  stepuncle,  Joseph  Schlitz,  80% 
of  the  stock  is  still  held  by  their 
descendents.  At  the  recent  price  of 
$59  a  share,  the  family  stockholders 
hold  some  $1.4  billion  worth  of 
Schlitz  stock.  Now,  that's  a  lot  of 
money,  but  it's  also  a  lot  of  family. 
There  are  some  420  of  them.  Think 
that  over!  Four  hundred  and  twen- 
ty people,  each  of  them— on  aver- 
age—a millionaire  three  times  over. 
Can  the  du  Fonts  match  that? 

Over  a  hundred  years  ago,  the 
Uihlein  brothers  left  their  native 
Germany  to  join  their  uncle  August 
Krug  to  help  him  run  his  small 
brewery  in  the  untamed  Midwest. 
After  Krug's  death,  his  widow  mar- 
ried the  bookkeeper  of  the  business, 
Joseph  Schlitz.  Schlitz  later  died  in 
a  shipwreck.  There  were  no  chil- 
dren from  either  marriage  and  the 
brewery  passed  on  to  the  nephews. 

Had  it  not  been  for  one  woman 
(who  had  married  into  the  family) 
selling  75,000  shares  in  1961,  the 


heuser's  rose  from  83  cents  to  98  cents. 
Nexf:  Wine 

Schlitz  has  not  always  had  smooth 
sailing.  In  the  Sixties  it  lost  over  $2 
million  on  Puerto  Rican  and  Belgian 
brewery  ventures  and  has  reduced  its 
equity  interest  in  some  Spanish  ones. 
Again  branching  out,  Uihlein  is  being 
more  cautious.  This  July  he  purchased 
a  small  California  producer  of  bulk 
wines  and  wine  vinegar,  and  he  talks 
about  acquiring  other  wine  operations 
and  ultimately  selling  wine  nationally. 
Uihlein's  usually  somber  face  ligtits 
up  when  anyone  mentions  plugging 
the  Schlitz  line  of  wines  into  the  al- 
ready well-developed  beer  distribution 


A  Lot  of  Millionaires!- 


family  still  might  own  the  compa- 
ny, lock,  stock  and  barrels.  Al- 
though the  company's  stock  is 
traded  on  the  New  York  Stock  Ex- 
change, it  still  is  a  family  business. 
Of  the  17  board  members,  14  be- 
long to  the  family. 

As  Milwaukee's  history  has  been 
closely  related  to  the  rise  of  the 
Uihlein  fortune,  so  has  the  family's 
histoiy  been  affected  by  some  of 
the  historic  events  of  the  U.S.  A 
tax  on  hard  liquor  during  the  Civil 
War  helped  get  more  people  drink- 
ing beer.  The  Chicago  fire  in  1871 
expanded  Schlitz  to'  that  thirsty 
city.  August  Uihlein,  looking  back 
in  1908,  commented  that,  "If  the 
[Chicago]  breweries  had  not  been 
burned,  I  doubt  very  much  if  Mil- 
waukee would  be  on  the  map  to- 
day as  a  beer  center." 

By  the  time  Prohibition  came, 
the  family's  wealth  was  well  estab- 
lished. The  Uihleins,  trusting  that 
the  nation's  thirst  would  again  need 
quenching,  kept  the  brewery  in 
working  order.  While  waiting  out 
the  drought,  they  made  soft  drinks 
and  malt  syrup,  at  least  some  of 
which  found  its  way  into  a  lot  of 
home  breweries  at  the  time. 


network,  but  he's  moving  very  slowly. 

As  his  tie  clip  shows,  Uihlein  likes 
to  reach  into  the  past  to  explain  the 
present.  "When  you  have  been  doing 
things  right  for  eight  years,  you  build 
momentum,  and  then  everything  you 
do  to  help  turn  that  wheel  helps  the 
overall  program,"  he  says.  "And  once 
you  get  momentum  going,  you  can  do 
some  things  wrong  and  the  momentum 
will  carry  you  over  them  for  a  while." 

The  fight  between  the  Monitor  and 
the  Merrimack  was  a  standoff,  but  ul- 
timately a  Union  victory  because  it 
pretty  much  ended  the  Confederate 
craft's  raiding  days.  The  difference  is 
that  Uihlein  is  determined  to  keep 
right  on  raiding.   ■ 


Around  this  time  somebody  had 
a  great  idea.  Why  not  diversify? 
Here  was  Wisconsin,  the  great  dairy 
state.  And  milk  the  prime  ingredient 
for  good  chocolate.  And  so  the 
Eline  chocolate  plant  was  built  in 
the  grandest  style  of  the  times.  "I 
think  if  we  had  gone  into  it  more 
slowly,  it  would  have  been  all 
right,"  says  August  Uihlein's  grand- 
son. President  Robert  Uihlein.  "But 
there  were  a  couple  of  people  in 
the  family  who  went  in  gung  ho 
and  wanted  to  put  Hershey  out  of 
business."  The\'  didn't.  The  venture 
closed  a  year  before  the  market 
crashed,  leaving  the  family  with  a 
$17-million  loss. 

But  where  the  family  didn't  suc- 
ceed in  satisfying  the  country's 
sweet  tooth  in  those  days,  they  did 
pretty  well  in  their  real  estate  and 
banking  investments.  Banking  and 
brewing  have  always  gone  hand  in 
hand  in  Milwaukee.  By  the  1920s 
the  Uihleins  had  a  firm  hold  on 
the  Second  Ward  Savings  Bank. 
Today,  one-fifth  of  the  directors  of 
the  First  Wisconsin  Bankshares 
Corp.  ($2.6  billion  in  assets)  re- 
present the  family's  20%  interest, 
worth  about  $31  million. 

One  deal  that  seemed  to  have 
slipped  through  the  family  fingers 
was  a  large  investment  Uihlein 
made  in  a  small  tobacco  products 
compan\  early  in  the  century.  The 
story  goes  that  a  man  with  a  gold 
watch  chain  came  to  the  brewery 
and  told  August  of  impending  leg- 
islation against  tobacco.  August 
didn't  want  to  get  mixed  up  in  any- 
thing like  thai.  He  sold  his  slock. 
The  man  with  the  gold  watch  (  haiii 
bought  it. 

^'ou  guessed  it.  The  stock  was 
American  Tobacco. 

You  can't  win  them  all.  Bui  you 
can  most  of  them.  The  Uihleins  do. 
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Your  dream  house. 

You  can  build  it  with  our  materials. 

Decorate  it  with  our  furnishings. 

And  even  write  home  about  it  on  our  paper 


We're  Champion  International. 

We  provide  a  wide  range  of  quality  products  and 
services. 

For  example:  U.S.  Plywood  prefinished  paneling  and 
siding,  fine  furniture  by  Drexel  and  Heritage,  Trend 
carpeting,  Weldwood  adhesives,  DairyPak  milk 
cartons,  printing  and  writing  papers  by  Champion. 

Many  of  these  are  household  products  that  have 
become  household  names. 


Why?  Excellence. 

We  want  you  to  be  as  proud  to  live  with  the  things 
we  make  as  we  are  to  make  them. 

Now.  And  in  the  future. 

As  we  grow,  we're  determined  that  the  Champion 
International  of  the  future  will  reflect  tne  same 
character  and  quality  that  it  does  today. 

Only  more  so. 


Champion  International 


Building  Materials:  U  S  Plywood,  Lewers  &  Cooke.  Del-Mar.  Roberts  Consolidated,  Chemware,  Setterstix,  Weldwood  of  Canada 

Paper  and  Allied  Products:  Channpion  Papers,  Champion  Packages.  Champion  Papel  e  Celulose,  S  A  ,  DairyPak,  Federal  Envelope,  Federal  Offce  Products.  Intermills.  S  A  ,  Nationwide  Papers 

Furnishings:  Drexel  Furniture.  Heritage  Furniture.  Meadowcraft.  Trend  Mills 

International  Trade  Division      •       For  more  information,  wrrte  to  Champion  International  Corporation  Public  Affairs  Dept.    77ThirdAve.  New  York,  NY  10017      •       NYSE  ticker  symbol  CHA 


HouiTo 
Ring  Up 
TaK-Free 
Income - 


for  yourself! 

Buy  municipal  bonds! 

You'll  lind  most  of  the  important 
reasons  why  clearly  spelled  out  in  our 
popular  booklet,  "Do  You 
OiiiilHy  for  I  ax-Frce  Income?" 

I  rom  tax-exempt  interest  to  a 
startling  record  of  safely.  Irom 
flexibility  and  liquidity  right  on 
through  practically  certain  capital 
gains  on  long-term  bonds  now  selling 
at  discounts. 

Why  don't  even  more  people  in 
higher  lax  brackets  buy  such 
allraclive  investments? 

We  think  it's  because  municipals 
have  always  seemed  complex, 
confusing  and  something  of  a 
mystery  to  the  average  investor 
with  a  portfolio  of 
common  slocks. 

That's  why  we're 
now  offering  a  free 
copy  of  our  booklet— 

To  get  one,  simply 
mail  this  coupon. 

Yes,  please  mail  me  a  copy  of 

"l>o  Yoii  Qiiiilify  for  I  jix-I'Vec  Incoiiiv?" 

FO 

Niime 

Address 

riiy Snn^ 7iiT~ 

Telephone 

Reyholds  (^ 

Securities  Inc. 

MIMHLHB  Nl.W  yoHK  (JTO'JK  I.XCHANOi:,  INC. 
AND  OTIIi:n  l.rADlUr,  l  XrnAIJCCS 

120  Broadway,  Now  York,  N.Y.  10005 
Odices  Coast  to  Coast 
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The  Money  Men 


How  a  Couple  of  Nice  Midwestern  Boys 
Beat  Wall  Street  at  Its  Own  Game 


The  reason  he  robbed  banks,  Wil- 
lie Sutton  once  explained,  is  that's 
where  the  money  is.  And  by  the 
same  reasoning,  the  way  to  find  a 
standout  money  man  is  to  go  where 
the  hig  money  is,  mainly  Boston, 
Philadelphia  and  above  all.  Wall 
Street.  But  every  so  often  a  new 
star  appears  in  the  South  or  the 
Midwest  or  the  Southwest,  a  man 
with  a  new  view  of  the  market. 
Warren  Buffett  of  Omaha  was  such 
a  man.  T.  Rowe  Price  in  Baltimore. 
Fayez  Sarofim  in  Houston. 

Just  now  there's  a  faint  glimmer 
over  Milwaukee.  The  cause  is  a 
young  money  man  who  is  actually 
the  senior  member  of  a  very  young 
team.  He  is  Rockford,  111. -born  Al- 
bert O.  Nicholas,  41.  His  partner 
is  30-year-old  Richard  S.  Strong, 
born  in  Myatt,  N.D.  Together  they 
own  Nicholas,  Strong  &  Co.,  which 
they  set  up  in  December  1967. 
The  two  met  in  the  investment 
department  of  Milwaukee's  Mar- 
shall &  Ilsley  Bank,  decided  to 
strike  out  on  their  own. 

Their  little  no-load  Nicholas 
Strong  Fund  had  a  mere  $6.4  mil- 
lion in  assets  at  the  beginning  of 
1971.  Then,  in  a  so-so  market  year, 
the  fund  got  hot.  It  showed  a  star- 
tling 85.5%  growth.  Predictably, 
the  money  poured  in  until  it  hit  a 
high  of  over  $100  million  in  1972. 
Currently,  its  assets  are  some  $95 
million.  (Nicholas,  Strong  &  Co.* 
Inc.  also  acts  as  investment  adviser 
to  $30  million  of  private  funds.) 

Of  course,  there  have  been  plen- 
ty of  examples  of  meteoric  rises  in 
the  fund  business,  usually  followed 
by  an  equally  meteoric  fall.  Will 
Nicholas  Strong  turn  out  to  be  just 
another  flash  in  the  pan? 

"Last  year  was  a  fluke,"  admits 
Nicholas.  "It  was  completely  unex- 
pected, the  result  of  a  combination 
of  fdrces  that  will  be  hard  ever  to 
duplicate  again."  But  that  doesn't 
mean  the  fund  is  on  the  way  to 
hell  in  a  handbasket.  At  the  end  of 
November  it  had  a  1972  per-share 
asset  growth  of  23.8?,  ranking  it 
in  the  top  20  or  so  funds  in  the  in- 
dustry in  performance,  according  to 
Arthur  Lipper  Corp. 

This  is  one  reason  why  Nicholas 
bristles  at  the  gloom-and-doom 
prophets  who  predict  the  early  col- 


lapse of  his  fund.  "It  really  irritates 
me,"  he  says,  "when  we  are  called 
racy;  it  makes  us  look  like  wild 
men.  Sure,  we  buy  things  no  one 
has  ever  heard  of.  But  just  because 
they  have  never  heard  of  them 
doesn't  mean  we  haven't.  We  are 
buying  earning  power  in  our  stocks, 
and  I  defy  anyone  to  say  we  are 
wild.  People  automatically  equate 
an  85%  gain  one  year  with  going 
to  hell  the  next,  and  we  don't  in- 
tend to  do  that  this  year  or  ever." 

Nicholas'  mini-outburst  suggests 
his  basic  approach:  "We  believe  in 
the  growth  stock  theory  of  invest- 
ing," he  says.  "We  buy  where  the 
potential  is  extraordinary  or  better 
than  average."  But  since  a  thou- 
sand pairs  of  eyes  are  always  glued 
on  the  big,  well-publicized  growth 
situations  like  IBM  or  Xerox  or 
Avon,  Nicholas  takes  another  tack: 
"We  concentrate  on  small  to  me- 
dium-sized growth  companies,  usu- 
ally on  the  American  or  the  over- 
the-counter  market.  We  feel  it's 
easier  for  a  smaller  company  to 
grow  from  $50  million  to  $100 
million  than  for  a  big  one  to  grow 
from  $1  billion  to  $2  billion."  More- 
over, Nicholas  claims  he  had  been 
able  to  buy  such  stocks  with  price/ 
earnings  ratios  of  10  to  12,  and 
seldom  had  to  pay  over  20,  vs. 
50,  60  and  higher  for  big-time 
growth  companies. 

Nice  trick,  but  aren't  the  woods 
full  of  funds  looking  for  just  that 
same  thing?  Ah,  that's  where  Nich- 
olas leans  on  his  background. 

He  and  Strong  could  scarcely  be 


more  midwestern,  regional  if  you 
will.  Both  of  them  were  born  and 
educated  in  the  area.  Nicholas  went 
to  college  at  the  University  of  Wis- 
consin, where  he  played  guard  on 
the  basketball  team;  Strong  gradu- 
ated from  Baldwin-Wallace  Col- 
lege in  Berea,  Ohio.  Both  then  got 
MBAs  from  the  University  of  Wis- 
consin; both  worked  for  midwestern 
insurance  companies  before  meet- 
ing at  the  Milwaukee  bank. 

"We  think  it's  an  advantage  to 
be  in  Milwaukee,"  Nicholas  says, 
"away  from  the  noise,  the  emotion, 
the  herd  action  of  New  York.  We 
can  make  more  rational  judgments. 
New  York  is  either  wildly  bullish  or 
wildly  bearish.  I  think  we  have 
proved  we  don't  need  to  be  there." 

In  essence,  what  they  do  is  to 
lean  heavily  on  regional  brokerage 
firms  like  themselves.  Such  men, 
they  believe,  are  more  likely  than 
anyone  else  to  know  of  the  small 
companies  that  Nicholas  calls  "un- 
known, undiscovered  and  misun- 
derstood, that  will  become  the  fu- 
ture IBMs  and  3Ms." 

If  Nicholas  has  confidence  in  the 
regional  analyst  and  feels  that  he 
has  done  his  job,  he  will  take  an 
initial  position  without  talking  to 
management.  "Frankly,"  he  says,  "I 
don't  like  management  snow  jobs; 
I  want  a  competent  financial  man 
as  a  shield.  You  don't  have  to  have 
lunch  with  management." 

The  best  performers  for  1971 
were  Ponderosa  System,  a  Dayton- 
based  chain  of  steakhouse  restau- 
rants, growing  618%;  Lawson  Prod- 
ucts, a  Chicago  distributor  of  parts 
for  the  maintenance  of  capital 
equipment,  growing  202%;  Ban- 
dag,  a  Muscatine,  Iowa,  retreader 
of  tires,  growing  148%. 


Nicho/os 


Sfrong 
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IF  VOU  CAN  DO  IT  ON  WALL  STREET, 
VOU  CAN  DO  IT  ON  PEACHTREE  STREEt 
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C&S,  the  largest  bank  in 
Georgia,  can  give  you  all 
the  corporate  banking 
services  you'd  find  on 
WallSt,LaSalleSt, 
Montgomery  St.,  or 
Spring  St. 

International  Banking  — 

C&S  provides  all  major  Inter- 
national services— with 
International  banking  offices 
in  the  port  cities  of  Savannah, 
New  Orleans  and  Miami. 

Total  Cash  Management  — 

344  lock  box  accounts  proc- 
essing 1,300,000  items 
monthly. 

Pension  &  Profit  Sharing  — 

Over  $1  billion  in  funds 
managed. 

Factoring  — 

$450,000,000  in  factoring 
volume  this  year 

While  our  numbers  are  impres: 
sive,  it's  our  people  that  make 
the  difference.  It's  plain  good 
banking . . .  Georgia  style. 


I 


The  Citizens  and  Southern  Banks  in  Georgia. 


MLVM'  '■  '  'Til" 


The  Money  Men 


Nicholas  and  Strong  have  al- 
ready surmounted  some  of  the 
lesser  perils  of  rapid  success:  The 
number  of  investors  in  the  fund 
has  more  than  doubled,  to  15,500 
between  September  1971  and 
September  1972,  which  cuts  the 
risk  of  sudden  withdrawal  surges. 
"I  think  we  have  less  hot  money 
in  the  fund  than  a  year  ago,"  says 
Nicholas.  "As  we  have  grown,  I 
think  the  hot  rods  have  left." 

Ask  Nicholas  about  his  mistakes 
and   he    doesn't    try    to    duck   the 


>i  question.  There  was  H.J.  Heinz, 
which  the  fund  bought  at  a  low 
P/E  and  was  disappointed  when 
investors  ignored  the  apparent  po- 
tential. And,  let's  face  it,  there  was 
Levitz  Furniture:  "It  was  a  new 
concept,  the  fundamentals  looked 
sound,  and  the  P/E  was  O.K.  as 
long  as  it  was  growing,"  says  Nich- 
olas. "But  it  was  hard  to  get  out, 
and  we  couldn't  at  the  price  we 
had  hoped.  We  took  a  loss." 

Will  the  mistakes  grow  in  size 
and  number  until  they  overshadow 


the  successes?  The  most  promising 
portent  is  Nicholas'  no-nonsense 
view  of  himself.  "1  can't  stand  mon- 
ey managers  who  think  they  are 
God's  gift  to  man,"  he  says.  "Peo- 
ple have  a  tendency  to  be  im- 
pressed with  their  own  record,  and 
start  thinking  they  are  right  and 
the  market  is  wrong.  That  isn't 
going  to  happen  around  here. 
Come  back  and  see  us  in  about 
four  years.  If  we  are  still  living 
up  to  our  philosophy,  I  don't  see 
how  we  can  fail."  ■ 


Late  Harvest 

When  others  were  getting  out  of  fertilizers,  IMC  had  to  stay 
in.  Now  it's  reaping  its  reward— and  embarking  on  new  risks. 


It  was  a  long  time  in  coming,  but 
people  are  making  money  selling  fer- 
tilizer again.  International  Minerals  & 
Chemical,  the  big  Libertyville,  111. 
chemical  company  that  manufactures 
more  of  the  stuff  than  anybody  in  the 
world,  made  $1.64  per  share  in  fiscal 
1972  (ended  June  30)  on  sales  of 
$491  million,  up  from  98  cents  on 
slightly  higher  sales  last  year.  The 
current  fiscal  year  looks  better  yet. 

The  business  has  been  so  bad  that 
big  competitors  like  Mobil  Oil,  Exxon 
(nee  Jersey  Standard)  and  Monsan- 
to have  largely  deserted  the  indus- 
try over  the  last  few  years.  IMC 
couldn't  afford  to  get  out;  more  than 
75%  of  its  earnings  and  50%  of  sales 
come  from  fertilizer  in  a  good  year. 
So  now  IMC  is  reaping  the  benefits  of 
staying  the  course.  Fertilizer  consump- 
tion in  the  U.S.  alone  is  riding  a  6% 
annual  growth  curve.  And  IMC  has 
already  completed  a  small  but  signifi- 
cant sale  with  Eastern  Europe  and 
participated  in  a  sale  to  China. 

IMC's  chief  executive  during  the 
early  and  middle  Sixties,  Thomas 
Ware,  was  ooted  for  his  belief  in  the 
unlimited  potential  of  the  fertilizer  in- 
dustry. He  spoke  out  publicly  about 
producing  fertilizer  to  aid  the  hungry 
Third  World  countries,  and  he  put 
his  company's  money  where  his  mouth 
was.  He  entered  risky  ventures  over- 
seas: a  23%  interest  in  an  Indian  fer- 
tilizer plant  and  a  deal  with  the  Span- 
ish government  to  build  a  phosphate 
plant  in  the  Sahara  desert.  IMC  even- 
tually squeezed  out  of  the  Sahara 
deal  without  making  its  proposed  in- 
vestment of  $47   million,   but  it  still 


carries  a  $3-million  reserve  on  its 
books  to  cover  the  Indian  expenditure. 

What  Ware  was  saying  many  oth- 
ers believed,  too.  By  1965  the  oil 
companies,  meat  packers  Swift  and 
Armour,  paint  maker  PPG  Industries 
and  dairy  processor  Borden  all  had 
their  own  fertilizer  plants.  Predictable 
result:  Capacity  began  to  outrun  sales 
growth.  Overcapacity  began  driving 
down  potash  and  phosphate  prices. 
IMC,  nondi versified  and  loaded  with 
debt,  was  soon  hard  up  for  profits. 

By  1968  IMC's  debt  had  tripled 
in  four  years  to  $260  million,  more 
than  its  equity  capital  that  year.  From 
$2.56  a  share  in  1966,  IMC's  earnings 
.dropped  to  $1.01  by  1968;  in  1969  it 
took  a  $2.18-a-share  write-off,  show- 
ing operating  earnings  of  barely 
$300,000  on  $505-million  sales. 

Nelson  C.  White,  who  succeeded 
Ware  in  1967,  and  IMC's  cuixent  chief 
executive  oflBcer,  Richard  A.  Lenon, 
had  a  lot  of  cutting  back  to  do.  A 
Florida  phosphate  plant,  a  marginal 
mud-drilling  business  and  a  hard-to- 
mn  $20-million  food  subsidiary  have 
all  been  sold.  That  $260  million  in 
lo!ig-term  debt  is  down  to  $151  mil- 
lion. Lenon  says:  "We  won't  take  it 
lower  than  that."  Most  of  the  remain- 
der is  insurance  company  money  with 
a  comfortable  6.6%  annual  interest  rate. 

Yet  the  biggest  plus  IMC  has  is 
the  current  firmness  of  prices  in  fer- 
tilizers. Phosphate  prices  are  firm 
enough,  with  demand  exhausting  U.S. 
capacity,  but  there  is  still  plenty  of 
potash  overcapacity  in  Canada,  where 
most  of  the  potash  in  this  part  of  the 
world  comes  from.  For  over  two  years 


now,  the  provincial  government  of 
Saskatchewan  has  kept  a  tight  pro- 
rationing  rule  on  production.  Thanks 
to  the  importance  of  the  Canadian  sup- 
ply, the  prorationing  has  kept  the 
worldwide  potash  price  above  $20  per 
ton— more  than  enough  to  be  profit- 
able. But  it  is,  of  course,  an  artificial 
price.  Which  makes  Lenon  nervous. 

"The  fact  is,  we're  propped,"  says 
Lenon,  "and  props  have  a  way  of 
falling."  So  besides  aggressively  at- 
tacking every  new  marketing  oppor- 
tunity that  adjusting  international  re- 
lationships can  provide,  IMC  seeks  to 
improve  profitability  through  diversi- 
fication and  integrating  backwards  in 
its  marginal  $200-million  mineral- 
trading  subsidiary,  Continental  Ore. 

Continental  is  a  risky  business.  In 
1971  it  provided  40%  of  IMC's  operat- 
ing income.  In  1972  it  barely  broke 
even  because  of  "bad  positions"  in 
minerals  like  tungsten  and  fluorspar, 
for  which  it  serves  as  "sort  of  a  broker" 
between  buyers  and  sellers  around 
the  world.  With  three  ferroalloy 
plants  coming  on  stream,  says  Lenon, 
"Continental  will  have  more  than  just 
the  ability  to  buy  and  sell." 

IMC  recently  also  took  a  62%  equity 
interest  in  Corplex,  a  small  Chicago- 
based  cable  communications  compa- 
ny, and  recently  acquired  Westrans 
Industries,  a  small  $6.5-million  coal 
and  gas  company.  Says  Lenon,  "Coal 
mining  is  a  lot  like  what  we  already  do 
[strip-mining  for  phosphate  in  Florida, 
for  example].  Both  it  and  the  com- 
munications business  are  big  market- 
ing problems,  and  we  have  the  talent 
to  handle  that  kind  of  job." 

But  is  it  wise  for  a  fertilizer  com- 
pany to  go  so  far  afield?  In  pursuit 
of  one  dream,  Tom  Ware  nearly  sank 
the  company.  \Vill  the  current  man- 
agement repeat  his  mistake  but  in  a 
different  direction?  ■ 
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From  Profits  in  Paper  to  Paper  Profits 

Mike  Berman  had  a  nice  business  but  not  much  glamour.  So 
he  got  himself  some  glamour— and  troubles  to  go   with  it 


In  F'ohbes*  24tli  Annual  Report  on 
Ann(;rican  Industry,  based  on  figures 
through  Sept.  30,  1971,  Myron 
(Mike)  Berinan's  Saxon  Industries  led 
the  forest  products  group  with  a  five- 
year  earnings  growth  of  over  53%  a 
year.  Ikit  don't  look  for  Saxon  to  do 
nearly  as  well  when  the  25th  Annual 
Report  comes  out.  A  fourth-quar- 
ter 1971  write-off  dropped  the  com- 
pany into  the  red  for  the  entire  yeai', 
and  while  1972  will  be  better,  it  won't 
be  that  much  better;  at  the  three- 
fjuart'MS  mark,  Saxon  was  still  trailing 
the  first  three  quarters  of  1971.  More- 
over, the  company's  credibility  has 
suffered.  As  Treasurer  Stanley  Lurie 
admits:  "That  1971  write-off  reflected 
on  the  quality  of  our  past  earnings." 

Saxon  didn't  get  into  trouble  with 
its  basic  business,  the  wholesale  dis- 
tribution oi  industrial  and  specialty 
papers,  lierman,  56,  knows  that  busi- 
ness as  well  as  anybody.  He  was  still 
in  law  school  when  he  entered  the 
family  business.  New  York's  little  Har- 
lem Card  and  Paper  Co.,  back  in 
1936.  In  1960  he  led  a  syndicate  that 
took  over  New  York's  Saxon  Paper 
and  combined  it  with  his  company, 
then  named  Herman  Paper.  He  has 
headed  Saxon  since. 

Through  a  series  of  small  acquisi- 
tions in  the  field,  he  became  one  of 
the  largest  paper  distributors  in  the 
Kast;  then,  in  1968,  with  the  acquisi- 
tion of  Kimberly-Clark's  West  Coast 
distributor,  Blake,  Moffitt  &  Towne, 
became  the  largest  nonmill-owned 
distributor  in  the  country.  In  1970 
this  business  brought  in  about  $165 
million  in  sales,  over  70%  of  Saxon's 
total,  and  some  $8.4  million  in  pre- 
tax income,  46'i  cjf  its  total. 

It  is  a  steady  business,  unspectacu- 
lar in  growth  or  margins,  at  its  best 
earning  for  Saxon  less  than  3%  on 
sales.  So  iierman  l(»ig  ago  began  to 
look  for  new  fields  to  conquer.  That's 
when  his  problems  began. 

One  major  acfjuisition,  $113-mil- 
lion-sales   Standard   Packaging,   came 


cheaply.  Saxon  paid  just  $21  million 
in  stock  for  it  in  1970.  No  wonder, 
with  its  history  of  going  through  man- 
agers and  cycles  of  red  and  black  ink. 
But  Standard  is  a  paper  converter,  a 
business  "we  understand"  says  Ber- 
rnan.  Its  products,  like  playing  cards, 
calendars  and  promotional  displays 
should  be  high-profit  items.  Berman 
has  set  about  making  them  so.  He  has 
shut  one  unprofitable  Standard  plant, 
sliced  its  overweight  headquarters 
staff  and  strengthened  its  promotion- 
al staff,  the  company's  lifeblood.  And 
in  one  division  alone  he  cut  the  num- 
ber of  product  variations  from  a  stag- 
gering 144,000  to  around  70,000. 
Standard  is  now  in  the  black,  though 
not  spectacularK  so. 

Longing  Eyes 

But  even  before  Standard,  Ber- 
man's  real  problems  started  when  he 
cast  longing  eyes  at  the  photocopier 
specialty  paper  market.  "We  had  a 
good  product  for  the  job  with  our 
Sphinx  reprographic  paper,"  he  says, 
"but  we  found  that  copier  users  had 
a  predisposition  for  the  paper  of  the 
machine  manufacturer."  So  Saxon 
acted  on  the  "razor-razor  blade"  prin- 
ciple, as  Lurie  terms  it.  The  idea  was 
to  get  its  own  copier  and  sell  it  cheap- 
ly, thus  gaining  a  captive  market 
for  its  paper.  Berman  went  out  and 
hired  scientist  John  A.  \'an  Aukcn 
(Im)hhi-.s,  Apr.  15,  J971),  who  devel- 
oped a  coated  paper  copier,  and  Sax- 
on was  in  the  business  by  1967. 

By  1970  Saxon's  copier  revenues 
had  jumped  to  over  $30  million,  near- 
ly all  from  leasing;  pretax  earnings 
rose  to  $8.5  million.  Saxon  was  earn- 
ing more  in  1970  from  its  copiers  than 
from  its  wholesale  paper  business, 
who.se  sales  were  five  times  that  of 
its  copiers'.  Or  sf)  it  seemed. 

But  tilings  weren't  (|uite  what  they 
seemed— as  1971*5  write-offs  proved. 
Along  the  line.  Berman  decided  the 
luturc  of  the  photocopier  business  be- 
longed to  plain  paper  coi)ies,  not  coat- 


ed such  as  his  existing  machines  used. 
He  went  to  Japan's  Canon  Co.  and 
came  away  with  a  license  for  Canon's 
PPC-1,  its  plain  paper  copier. 
<  The  first  cost  for  the  Canon  deal 
was  $1  million  for  the  license.  The 
final  cost:  almost  $24  million  in  pre- 
tax write-offs. 

What  happened?  Well,  in  switch- 
ing to  a  totally  different  kind  of  cop- 
ier, Saxon  was  conceding  the  obsoles- 
cence of  its  existing  copiers.  That 
meant  a  $8.5-million  write-down  in  his 
inventory  of  parts.  It  meant  another 
$15.1  million  in  write-downs  and 
charges  in  capitalized  costs  and  in 
the  undepreciated  value  of  copiers 
out  on  lease.  In  one  sweep  of  the  pen, 
the  copier  "profits"  previously  report- 
ed were  wiped  out.  It  was  an  admis- 
sion that  there  hadn't  been  any  such 
profits  after  all. 

The  sweep,  however,  was  not  a 
clean  sweep.  Saxon  is  still  very  much 
in  the  copier  business.  Saxon's  new 
PPC-1  is  in  full  competition  with  the 
smaller  machines  of  Xerox  and  IBM. 
Saxon's  license  for  the  PPC-1  isn't  even 
an  exclusive  one.  Addressograph  Mul- 
tigraph  also  has  a  Canon  license.  But, 
as  Berman  points  out,  "We  are  look- 
ing for  only  a  small  portion  of  the 
market."  His  machine  is  cheap,  about 
$4,000.  Comparable  Xerox  or  IBM 
machines  cost  two  to  five  times  as 
much.  So  Berman  will  1k^  trying  to 
creati'  bu\ers  out  of  leasers. 

The  PPC-1  has  been  test  marketed 
— successfulK'.  he  claims— and  is  in 
commercial  production  right  now.  He 
uon't  say  how  he  expects  his  sales  to 
go,  though  claiming  his  initial  produc- 
tion is  all  sold.  But  lk>rman's  overall 
prediction  for  Saxon  is  modest 
enough.  He  calculates  sales  of  about 
$360  million  in  1973,  and  at  least 
$12.5  million  in  carmngs.  That  is  well 
below  the  now-(iueslionable  $18.4 
million  he  reported  in  1970.  Certain- 
ly Mike  Berman  was  In'tter  off  with 
his  profits  front  paper  than  he  was 
with  his  later  paper  profits.    ■ 


Papermaking    Saxon   knew;   handling   problem   acquisifions   and   tough   new  ventures   it  is   getting  to  know,   painfully 


[         There's  a  good  chance  you'll  earn  over 
half  a  million  dollars  in  your  lifetime. 

How  much  of  it  will  you  dribble  away? 

You're  a  success.  You  know  it.  And  you  know 
you'll  probably  earn  at  least  Haifa  inillion 
dollars  in  your  lifetime. 

Great:  with  one  reservation.  Earn- 
ing all  that  money  is  one  thing.  Handling  it 
properly  is  quite  another. 

To  handle  half  a  million  dollars 
properly,  you'd  have  to  do  some  pretty  care- 
ful thinking.  To  keep  from  dribbling  it  away, 
you'd  have  to  do  some  smart  planning.  You'd 
have  to  be  part  lawyer,  part  accountant,  part 
investment  counselor,  and  part  insurance 
specialist. 

Since  you  probably  don't  have  all 
these  skills.  Phoenix  Mutual  has  developed  a 
Personal  Analysis  Service  to  help  you  plan 
your  finances.  Called  P.  A.  S.  for  short,  our 
service  is  designed  to  provide  you  with  a  complete,  comprehensive  analysis  of  your 
financial  condition  and  future  goals.  All  without  charge  to  you,  because  thafs  how 
we  make  friends  and  customers. 

P.A.S.  works  very  simply.  You  start  with  a  confidential  interview  with  a 
Phoenix  Mutual  agent,  who's  also  a  Registered  Representative  of  Phoenix  Equity 
Planning  Corporation.  Information  about  your  financial  condition  is  forwarded 
to  Hartford  where  a  team  of  specialists,  assisted  by  computers,  prepare  a  15 -page 
personal  financial  analysis. 

In  it,  we  outline  your  total  assets  and  liabilities:  we  consider  your  capital 
needs  now  and  when  you  retire;  and  we  suggest  how  much  of  your  income  should 
go  into  savings,  how  much  into  insurance,  and  how  much,  if  any,  into  investments. 
When  we  tell  you  all  this,  we  also  spell  out  the  possible  risks  and  rewards. 
When  our  tliinking's  been  done,  and  when  your  thinking's  been  done,  the  decision 
is  completely  up  to  you. 

After  all,  it's  your  half  million  dollars.  And  the  way  you  handle  it,  or 
dribble  it  away,  will  affect  you  and  your  family  for  the  rest  of  your  lives. 

Write:  Phoenix  Mutual  Life  Insurance  Co.,     PHOCIliX  MutUSL 
Dept.  IG,  One  American  Row,  Hartford,  Conn.  06115  PlCkOUr  bralnS* 


Rve  years  ago  w< 
Here's  how  we'r 
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recorder 


Five  years  ago,  Gould  was  pri 
marily  a  battery  company 
with  a  declining  share  of 
what  was  then  a  dormant 
market.  The  company  had 
reported  sales  for  1967  of 
$115  million,  earnings  of 
$2.8  million  and  $1.07  earn- 
ings per  share.  Earnings 
had  declined  for  the 
second  consecutive  year 
We  said  things  were 
going  to  change. 

Our  basic  commit- 
ment in  1968  waste 
become  a  half-billion 
dollar  company,  more 
broadly  based  In  power 
systems  by  1 973,  with  above 

average  earnings  per  share  growth.  We  reported 
sales  of  $471  million  for  our  fiscal  year  ended  June 
30,  1972 — well  on  schedule  toward  our  goal.  Earn- 
ings per  share  for  the  year  were  $2.32,  representing 
a  compounded  annual  growth  rate  of  12%  for  the 
five  year  period. 

Management. 

Our  progress  is  primarily  attributed  to  the  priority 
we've  placed  on  developing  our  management  capa- 

Earnings  Per  Share  (restated) 


bilities.    New    depth    and    new 

leadership  have  been  steadily 

added  to  our  management  team 

by  training  and  promoting  from 

within,  as  well   as  bringing   in 

Portable   talented  people. 


Electric  storage  battery 


Our  profit  center  managers  are 
supported  with  in-depth  plan 
ning   and   monitored   with   a 
financial    control    system 
specifically  geared  for  our 
operations.  The  result  has 
been  prompt  identification 
and  correction  of  problems. 
As  a  consequence,  we  have 
enjoyed  continued  profit  im- 
provement with  no  surprises.  A 
Century  eic-  :-         major  goal  ahead  is  to  improve 

profit  margins.  Our  improved  plants  and 
new  products  will  be  giving  us  better  pre-tax  margins. 

To  motivate  our  managers,  we  insist  on  goals  that 
stretch  them  toward  personal,  divisional  and  group' 
achievement,  and  we've  given  them  this  challenge  of 
responsibility  in  a  creative  environment.  They  receive 
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Fiscal  Year 

1st  Qtr. 
(ending 
9/30) 

2nd  Qtr 
(ending 
12/31) 

3rd  Qtr. 
(ending 
3/31) 

4th  Qtr 

(ending 

6/30) 

1968 

,28 

.39 

.43 

.40 

1969 

.36 

.44 

.41 

.52 

1970 

.47 

.55 

.47 

.59 

1971 

.40 

.47 

.46 

.52 

1972 

.46 

.60 

.59 

.67 

1973 

.55 

196^  1968  1969 

'Restated  to  reflect  acquisitions. 


1970 


1971 


1972 


et  some  goals, 
leeting  them. 


ove-average  rewards,  and  most  importantly,  the 
portunity  for  personal  growth  as  a  member  of  a 
:cessful  and  growing  company. 

w  plants  and  new  products. 

er  the  last  five  years,  we  have  invested  $101.8  mil- 
n  to  construct  new  plants,  and  to  re-equip  and 
idernize  older  ones  for  greater  efficiency.  In  that 
ne  period  we  also  committed  over  $45  million  to 
)duct  development,  all  of  which  has  been  ex- 
nsed.  This  investment  has  already  yielded  many 
/v  products.  All  of  them  are  either  electrical 
)ducts,  or  based  on  related  technologies  where 
uld  has  established  expertise. 

3  utilization  of  our  four  basic  technologies  in  re- 
3d  businesses  is  paying  off  in  increased  sales  and 
)fits.  Last  year,  our  sales  increased  $70  million; 
)  million  of  this  was  generated  internally.  We  ex- 
:t  internally  generated  growth  in  fisQ.al  '73  to  be 
jn  greater. 

quisitions. 

the  past  five  years  we  acquired  13  companies. 
zh  has  added  strength  to  our  market  position,  or 
Dth  to  our  technology  base. 

every  case,  it's  been  a  company  that  fit  our  busi- 
es concept,,  like  Century  Electric,  which  greatly 
landed  oup.' electric  motor  line;  Contardo,  which 
/e  us  a  major  foothold  in  the  growing  European 
conditioning  and  refrigeration  markets;  and  Beta 
truments,  which  broadened  our  line  of  information 
rieval  systems. 


The  Proud  Inventors. 

A  major  motivating  factor  at  Gould  is  pride.  Pride 
in  building  a  business,  and  in  creating  and  delivering 
a  top  quality  product.  It's  a  pride  that  has  developed 
throughout  Gould.  So  now,  with  justification,  we  call 
ourselves  The  Proud  Inventors.  It's  this  same  pride 
that  will  help  us  continue  to  reach  our  goals. 

Future  Outlook. 

We  believe  the  investment  in  people,  plant  and 
equipment,  and  product  development  made  by  this 
new  management  team  in  the  past  five  years  is  just 
now  maturing,  and  that  significant  results  are  forth- 
coming. I  am  convinced  that  our  plan  and  our  team 
will  provide  continued  above  average  earnings 
growth. 

Today,  we  are  primarily  an  electrical  company.  70% 
of  our  business  is  in  this  area,  including  electric 
storage  batteries,  which  account  for  32%  of  our  busi- 
ness. This  reflects  a  gradual  planned  change  over 
the  past  five  years.  Our  emphasis  and  growth  in  the 
future  will  also  be  electrical. 


Our  goals  for  the  next  five  years 

are  just  as  ambitious  as  those  we 

set  back  in  1968.  We  reached 

those  goals.  And  we  believe  we'll 

do  it  again. 


William  T.  Ylvisaker 
President 


GOULD 

the  proud  inventors 

Gould  Inc.,  8550  West  Bryn  Mawr  Avenue,  Chicago,  Illinois  60631 . 


straw  in  the  Wind? 

Maybe  the  American  people  are  already  beginning  to  conserve  energy; 
there  is  some  evidence  that  Baltimoreans  may  be  doing  just  that 


Last  month  Chairman  and  President 
C.  (for  Charles)  Edward  Utermohle 
Jr.  of  Baltimore  Gas  &  Electric  can- 
celed plans  and  orders  for  a  nuclear 
generating  plant  he  had  scheduled  to 
bring  on-stream  in  1979-80.  One  rea- 
son he  gave  for  doing  so  was  "the  un- 
certainty as  to  the  future  rate  of 
growth  in  use  of  electricity— the 
growth  rate  has  slowed  in  the  last 
two  years." 

Forbes  called  Utermohle  about 
that.  Yes,  he  said,  there  has  been  a 
slowing  in  growth  of  demand.  No, 
he  didn't  know  the  reason.  Sure,  there 
had  been  a  slowdown  in  Baltimore's 
local  industry— especially  at  Bethle- 
hem Steel's  Sparrows  Point  plant.  "But 
also  residential  consumption  has  not 
increased  as  rapidly  as  anticipated, 
even  though  more  houses  are  being 
built.  Usage  per  customer  has  not  in- 
creased as  it  had  been  doing."  Why? 
The  only  reasons  that  occur  to  Uter- 
mohle are  vague:  a  consciousness  of 
the  energy  crisis  that  is  so  much  talked 
and  written  about. 

Are  the  rate  rises  that  have  been 
granted  to  hard-pressed  utilities,  in- 
cluding Baltimore,  causing  people  to 
turn  out  the  lights  when  they  leave  a 


room?  It  is  too  early  to  tell  about  the 
habits  of  people,  but  not  too  early  for 
utihty  planning  departments  to  begin 
trimming  back  their  projections  of  fu- 
ture demand.  And  that  apparently  is 
what  is  happening.  Just  why  it  is  hap- 
pening has  industry  analysts  divided, 
but  Argus  Research's  John  Attalienti 
says  that  Baltimore  Gas  &  Electric  is 
no  isolated  case;  other  urban  area  util- 
ities are  taking  another  look  at  the 
projections. 

In  any  case,  Utermohle  did  not 
cancel  plans  for  a  $700-million  plant 
on  vague  assumptions  about  the  green- 
ing of  America.  The  decision  was  dic- 
tated chiefly  by  finances  and  the  oth- 
er uncertainty  facing  utilities  these 
days:  what  the  Atomic  Energy  Com- 
mission regulations  are  going  to  be. 
In  this,  Baltimore  G&E  has  painful 
experience.  It  is  building  the  Calvert 
Cliffs,  Md.  nuclear  plant  that  became 
a  test  case  for  the  environmentalists  in 
their  battle  with  the  AEC.  In  1971 
the  AEC  lost  in  court.  Now  it  must 
take  into  consideration  environmen- 
tal issues  as  well  as  those  purely  of 
safety  when  licensing  nuclear  plants. 
As  a  result,  the  Calvert  Cliffs 
plant  will  start  up  in   1974,   rough- 


Landmark.  The  Ca/verf  Cl'tiis  nuclear  plant  thaf  Balfimore  Gas  &  Elec- 
iric  is  building  on  Chesapeake  Bay  is  holy  to  environmentalists.  The 
Atomic  Energy  Commission  used  to  consider  no  environmental  hazard 
beyond  radiation  in  licensing  power  plants.  Wrong,  ruled  the  U.S.  Court 
of  Appeals  in  the  Calvert  Cliffs  case  of  July  1971.  Construction  of  68 
nuclear  plants  halted  while  utilities  and  the  AEC  scurried  to  comply. 
Construction  is  moving  again,  after  costly  delays— thanks  to  the  AEC. 


ly    one    year    later    than    scheduled. 

A  slowdown  in  demand  would  be 
as  welcome  to  Utermohle  as  to  most 
utility  managers.  From  a  utility  that 
spent  less  than  $100  million  on  plant 
iinnually  until  four  years  ago,  Balti- 
more leaped  to  a  capital  budget  of 
$345  million  in  1971.  This  year  it  will 
spend  $260  million,  and  for  the  bal- 
ance of  the  decade  annual  spending 
will  be  over  $200  million— even  with 
the  1979-80  plans  in  abeyance  for  the 
time  being. 

Utermohle  has  had  to  do  a  lot  of 
financing,  and  this  has  included  sale 
of  4  million  common  shares  in  the 
last  two  years.  Even  so,  Baltimore's 
ratio  of  common  equity  to  total  capital 
slipped  below  40%.  Another  sale  of 
stock  is  in  the  offing  next  year.  Earn- 
ings per  share  have  been  flat.  Balti- 
more G&E's  triple-A  bond  rating  was 
reduced  by  one  of  the  rating  services 
to  double-A. 

Had  Utermohle  gone  ahead  with 
plans  for  the  end-of-decade  nuclear 
plant,  capital  budgets  would  have 
been  again  impacted  in  the  mid-1970s. 
The  nuclear  plant  was  scheduled  to 
cost  twice  what  a  fossil-fuel  plant 
would,  and  that's  another  reason 
why  Utermohle  is  taking  another  look 
at  the  plans. 

Still  Double 

After  Calvert  Cliffs,  Baltimore  is 
building  two  fossil-fuel-fired  units, 
initially  using  costly,  imported  low- 
sulphur  oil.  "But  we'll  build  the  plant 
so  that  it  can  be  converted  to  coal 
if  sulphur  dioxide-removal  techniques 
can  be  developed.  This  may  be  the 
long-term  approach  to  the  plant,"  says 
Utermohle.  With  hopes  that  SO,,  re- 
moval techniques  can  make  coal  once 
again  available  as  a  fuel;  with  the 
costs  of  nuclear  plants  double  those 
of  fossil  plants  at  present;  with  con- 
tinued uncertainty  as  to  the  AEC's 
regulations  on  nuclear  plants,  Uter- 
mohle would  lose  his  prudent-man 
rating  if  he  didn't  sit  back  to  wait. 

No,  Utermohle  isn't  unhappy  about 
slower  growth.  Growth  won't  cease, 
of  course.  "If  we  taper  off,  we  may 
still  double  in  ten  years,"  says  Uter- 
mohle. "Anyhow,  those  are  our  latest 
projections." 

Of  course,  in  the  1960s  all  the 
utihties  were  pu.shing  for  growth, 
touting  all-electric  homes  and  build- 
ings. They  got  the  growth  and  didn't 
know  what  to  do  with  it.  Anil  so  one 
more  bastion  of  the  Growtli  C^ult 
crumbles.   ■ 
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Benchmark  for  Christmas. 
Hell  forget  he  ever  liked  ai^ 

other  Bom^n. 


Give  your  favorite  Bourbon 
drinker  Benchmark  for  Christmas. 

He'll  discover  the  difference 
that  Seagram  craftsmanship  makes 
and  what  he's  been  missing  in  the 
taste  of  his  present  Bourbon. 

Odds  are,  he'll  forget  he  ever 
liked  any  other  Bourbon. 


Seagramis  Benchmaric 
Premium  Bourbon. 
Measure  any  Bourbon  against  it." 


'■    M/v«> 


Seapram's 

BENCH  MARK 

I'REMIUM  BOURBON 

'KVSIRAH 


Seogrom^  ^ 

BENCHMARK 

PRtMlUM  BOURBON 


FIFTH 


SEAGRAM'S  BENCHMARK  KENTUCKY  STRAIGHT  BOURBON  WHISKEY.  86  PROOF.  JOSEPH  E.  SEAGRAM  i  RONR.  I OUISVUIE,  KY.      GIFT  CARTON  AT  NO  EXTRA  CHARGE, 


A  gas  well  5  miles  deep 

one  reason  natural  gas 
will  cost  more* 


Time  was  when  a  natural  gas 
well  went  down  about  a  mile. 
And  cost  about  a  hundred 
thousand  dollars.  But  those 
days  are  gone.  Now  the  gas 
industry  has tosinkwells  miles 
into  the  earth— in  an  effort 
to  meet  America's  growing 
energy  needs. 

And  the  deeper  the  drill 
goes,  the  higher  the  cost  goes. 
Some  companies  have  drilled 
four  or  five  miles  deep— at  a 
cost  of  a  million  dollars  a  mile. 
And  they  had  to  develop  new 
drilling  technology  to  do  it. 

Maybe  you  think  all  this  is 
going  to  mean  higher  gas 
prices.  Well,  you're  right. 

But  scarcity  and  high  ex- 
pense are  affecting  oil,  elec- 
tricity, all  types  of  energy. 
Gas  will  continue  to  be  your 
most  economical  buy  overall. 

Conserve 
natural  gas. 
If  s  pure  energy. 


A  ji!!l  A  American  Oa> 


lAssocialion 


Flying  by  Feel 


That's  what  made  Alberto-Culver  a  big  compa- 
ny. But  can  you  run  a  big  company  that  way? 


Leonard  lavin,  53,  likes  to  stroll 
through  the  main  plant  of  his  Alberto- 
Culver  Co.  in  Melrose  Park,  111.  each 
day  after  lunch.  The  plant  is  not  just 
another  factory  to  Lavin,  It  was  de- 
signed by  his  wife,  Bemice.  Though 
it  is  now  pushing  toward  $200  million 
in  sales,  Alberto-Culver  is  that  kind 
of  organization:  as  much  a  husband- 
and-wife  partnership  as  it  is  a  major 
public  company.  Leonard  Lavin  is  the 
idea  man.  Bemice  Lavin,  the  compa- 
ny's treasurer  and  secretaiy,  is  on  the 
administrative  side. 

As  he  walks  through  the  factory, 
Lavin  never  fails  to  get  a  certain  thrill. 
Those  Alberto  Balsam  cream  rinse  and 
shampoo  bottles  skimming  down  the 
assembly  line;  his  baby,  and  made 
possible  by  his  willingness  to  gamble 
$10  million  on  advertising  and  pro- 
motion on  a  brand-new  product  line. 
Balsam  was  a  success;  it  now  has  a 
solid  19%  of  the  hair  cream  rinse  mar- 
ket. Had  it  failed,  the  $10  miUion 
would  have  been  lost,  and  Leonard 
Lavin  would  have  been  far  poorer.  He 
still  owns  30%  of  the  stock:  When  he 
gambles  it's  with  his  own  money. 

Alberto  Balsam  is  a  sign  that  Lavin 
hasn't  lost  the  touch  that  made  him 
rich.  But  for  a  long  time  people  were 
wondering.  There  were  increasing 
signs  that  this  glamour  growth  com- 
pany of  the  late  Fifties  and  early  Six- 
ties might  be  getting  tired. 

Following  a  spectacular  growth  in 
the  first  ten  years,  when  sales  went 
from   $450,000  to  $100  million  and 


earnings  were  growing  20%  and  30% 
and  40%  year  after  year,  the  company 
stumbled  in  1965.  Sales  dropped 
12.5%;  income  dropped  84%.  When  it 
came,  the  recovery  looked  sound:  Op- 
erating margins  hit  a  12.2%  all-time 
high  in  1968,  but  since  then  the  story 
seems  to  lack  the  spunk  of  the  good 
old  days.  Sales  increases  since  1970 
have  averaged  only  about  4%  a  year. 
Earnings  m  the  1972  fiscal  year  were 
$1.22,  well  below  the  $1.65  of  1970. 

Is  Lavin  slowing  down?  Don't  you 
bet  on  it  yet. 

In  1971  again  Lavin  demonstrated, 
in  dramatic  fashion,  his  willingness  to 
gamble.  Fiscal  1971  was  not  a  good 
year  for  his  company.  Retailers  na- 
tionwide became  overstocked  with  toi- 
letries, a  result  of  the  late  recession, 
and  began  chopping  back  sharply  on 
their  inventories.  Lavin  decided  to  add 
to  the  pain.  Instead  of  cutting  back 
on  marketing  expenditures,  which  are 
often  the  first  target  of  the  cost-cutters, 
Lavin  increased  them.  He  spent  $55 
million,  or  an  incredible  32%  of  total 
company  sales.  Not  surprisingly,  Al- 
berto's earnings  for  the  year  tumbled 
31%  to  $5.8  million. 

In  a  company  run  by  hired  man- 
agers, the  top  man  might  have  had  a 
hard  time  getting  such  a  move  past 
the  board  of  directors.  What  would 
the  stockholders  say?  The  bankers? 
But  at  Alberto,  Lavin  didn't  really  have 
to  get  anyone  else's  approval.  "We 
had  to  make  that  decision,"  he  says, 
leaving  little  doubt  who  "we"  is.  "We 


Bern/ce  &  Leonard  have  worked  together  for  25  years,  building  a  com- 
pany and  raising  three  children.  They  even  eat  lunch  together  every  day. 


could  have  cut  back  on  advertising, 
like  everyone  else  in  the  industry,  used 
lucrative  trade  deals  to  get  our  sales 
increase,  and  no  one  would  have  no- 
ticed. But  every  company  with  which 
we  compete  was  fighting  the  same  in- 
ventory-cutting situation.  The  time 
seemed  right  for  us  to  raise  the  ante." 

The  tactic  proved  successful,  as  it 
had  once  before  for  Lavin  in  1965.  He 
got  the  sales  volume  he  needed  to  get 
earnings  moving  back  up  again.  In 
the  third  quarter  of  this  year,  earn- 
ings bounced  back  to  33  cents  per 
share  from  1  cent  in  the  year-earlier 
period.  For  the  fiscal  year  through 
Sept.  30  they  rose  8.9%  to  $1.22  per 
share  on  a  6.3%  sales  gain  to  $183 
million.  And  that  with  the  high  lev- 
el of  advertising  expenditures  still  in 
force.  All  of  the  company's  six  main 
products— V05  hairdressing,  spray 
and  shampoo,  Command  hair  spray, 
FDS  feminine  hygiene  spray  and  Al- 
berto Balsam  cream  rinse— have  in- 
creased their  market  shares  this  year. 

Lavin  likes  to  say:  "We  are  struc- 
tured here  without  being  rigid.  We 
can  explore  and  test  and  occasionally 
fly  by  feel  alone." 

First  Things  First 

Lavin's  marketing  feel  is  at  its  best 
when  it  comes  to  commercials. 

Now  he  rarely  comes  out  with  a 
new  product  without  first  working  up 
ideas  for  commercials.  The  product 
concept  comes  before  the  product  it- 
self. If  the  concept  sells  in  the  process 
of  testing  the  commercials,  then  Lavin 
sets  his  chemists  to  work  concocting 
the  product.  An  example  was  the  For 
Brunettes  Only  hair  coloring. 

In  toiletries,  which  account  for 
about  60%  of  sales  and  earnings,  Al- 
berto-Culver has  innovated  a  number 
of  highly  successful  products  on  a  na- 
tional scale.  It  came  out  with  the  first 
hair-setting  lotion  (Get  Set),  the  first 
dry -spray  deodorant  (Calm),  the  first 
aerosol  men's  hair  spray  (Command), 
the  first  shampoo-in  hair  coloring 
(New  Dawn)  and  the  first  feminine 
hygiene  spray  (FDS).  It  wasn't  the 
first  to  come  out  with  a  balsam  cream 
rinse  (Wella  was),  but  it  took  Lavin's 
promotion  to  put  the  idea  over. 

For  a  stock  of  its  kind,  Alberto-Cul- 
ver sells  at  a  relatively  low  price.  Its 
current  price/ earnings  ratio  is  just 
over  20.  Competitors  such  as  Chese- 
brough-Pond's  and  Revlon  sell  at  40 
and  26  times  earnings.  This  reflects 
in  part  Alberto-Culver's  uneven  pro- 
gress of  the  past  few  years.  Even  more 
it  reflects  The  Street's  skepticism 
about  a  company  that  often  appears 
more  a  husband-wife  team  than  a 
genuine  business  organization.  Maybe 
Lavin  ought  to  put  his  famous  mar- 
keting skill  to  work  on  this  problem.  ■ 

FORBES,   DECEMBER   15,   1972         57 


Til  is  aniioKncement  is  neither  an  offer  to  siell  nor  a  xolicitation  of  an  offer  to  bnij  anji  of  these  Securities. 

The  offer  is  made  ovbi  hit  the  Prospectus. 


$500,000,000 

American  Telephone  and  Telegraph  Company 

$150,000,000  Seven  Year  6>/2%  Notes,  due  December  1, 1979 
$350,000,000   Thirty-One  Year  7'/s%  Debentures,  due  December  1, 2003 


Interest  payable  .June  1  and  December  1 


Prices 

Notes  100%%  and  Accrued  Interest 
Debentures  99 ¥4%  and  Accrued  Interest 


Copies  of  the  Prospectus  niaij  be  obtained  in  anij  State  from  only  such  of  the  undersipned  as  may 
legally  offer  these  Securities  in  compliance  with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

tnrorporafett 


GOLDMAN,  SACHS  &  CO. 


KIDDER,  PEABODY  &  CO. 

Inr*>rpnrnlr<l 


WHITE,  WELD  &  CO. 

Inforporalrd 


BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated 

DREXEL  FIRESTONE 

Inrorpornted 


THE  FIRST  BOSTON  CORPORATION 


duPONT  GLORE  FORGAN 

Inrotpoi attd 


HORN  BLOWER  &  WEEKS-HEMPHILL,  NOYES 

Ineorporaled 


KUHN,  LOEB  &  CO. 


DILLON,  READ  &  CO.  INC. 

HALSEY,  STUART  &  CO.  INC. 

LAZARD  FRERES  &  CO. 


LEHMAN  BROTHERS 

Incorporatfd 


LOEB,  RHOADES  &  CO. 


MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Inrarporatrd 


PAINE,  WEBBER,  JACKSON  &  CURTIS      SMITH,  BARNEY  &  CO.      STONE  &  WEBSTER  SECURITIES  CORPORATION 

Ineorporaled  liforparaffd  - 


WERTHEIM  &  CO.,  INC. 
BEAR,  STEARNS  &  CO. 


W:  H.  MORTON  &  CO. 

Inrorpornted 

December  1,1972. 


DEAN  WITTER  &  CO. 
A.  G.  BECKER  &  CO. 
REYNOLDS  SECURITIES  INC. 


BACHE&CO. 

Infotporatfd 

E.  F  HUTTON  &  COMPANY  INC. 


SHE  ARSON.  HAMMILL  &  CO. 

Inr^rporalrd 


Faces  Behind  the  Figures 


Eight  Feet  of  Horse  Manure 

It's  like  attacking  motlier  or  ap- 
ple pie  to  say  anything  against  the 
environmentalists  these  days.  Con- 
versely, anything  nice  about  the  old 
family  automobile  must  be  said 
softly.  But  not  by  Arjay  Miller.  The 
former  head  of  Ford,  now  dean  of 
Stanford's  Graduate  School  of  Bus- 
iness and  a  Ford  director,  has  no 
hesitation  in  defending  the  motor- 
car against  the  environmentalists. 

Ask  Miller  about  expansion  of 
mass  transit— as  in  San  Francisco's 
famous  BART  project— and  Miller 
replies:  "Mass  transit  is  what  auto- 
mobiles replaced.  And  they're  mak- 
ing the  same  choice  today.  When 
someone  says  he's  in  favor  of  mass 
transit,  he's  thinking  of  everybody 
else  using  public  transportation 
while  he  drives  unimpeded  down 
the  freeway." 

What  about  the  auto  as  a  pol- 
luter? Says  Miller:  "The  problem  is 
solved.  Older  cars  are  the  real 
smog  burners.  It's  just  a  matter  of 
replacing  old  cars  with  new  ones." 

The   auto   as   a   menace   to   life 


and  limb?  Miller  says  first  keep 
drunks  off  the  road  and  pass  laws 
to  force  people  to  wear  seat  belts. 
"It's  unwise  to  spend  more  money 
on  mechanical  safety  devices  until 
we're  done  that." 

The  auto  as  a  waster  of  our 
dwindling  oil  and  gas  supplies? 

"Technology  will  solve  our  en- 
vironmental problems,"  says  Miller, 
long  before  any  real  fuel  shortage 
develops.  He  notes  that  if  analysts 
had  projected  London's  transporta- 
tion system  at  the  turn  of  the  cen- 
tury, the  streets  would  now  be  eight 
feet  deep  in  horse  manure. 

Smaller  cars?  "The  public  just 
doesn't  want  little  cars.  They've 
always  been  on  the  market;  you 
could  buy  Austins  when  I  was  a 
kid  40  years  ago.  Volkswagen's 
market  share  is  declining." 

Miller  deplores  the  tendency  for 
the  Government  to  move  on  these 
issues— safety,  pollution,  etc.— with- 
out considering  the  cost  to  the  pub- 
lic. "I  estimated  once  that  if  all  the 
social  welfare  legislation  everybody 
wants  were  passed,  it  would  come 
to  $300  billion  more  than  the  coun- 


Miller  of  Stanford 


try's  entire  gross  national  product." 
Before  running  off  half-cocked, 
Miller  suggests,  "We  better  deter- 
mine what  we're  trying  to  achieve 
and  what  we  can  afford,  and  how 
best  to  get  there."  Miller's  idea:  a 
National  Goals-Costing  Institute.  ■ 


"Close,  Cordial  and  Frequent" 

In  September  1971  Robert  C. 
Wilson,  then  an  executive  vice  pres- 
ident at  North  American  Rockwell, 
persuaded  his  company  to  invest 
$35  million  in  ailing  Collins  Radio. 
Collins  had  just  reported  a  $46.6- 
million  loss  for  the  fiscal  year  end- 


Wilson  of  Collins  Radio 


ed  the  preceeding  July,  and  its 
stock  was  down  from  115  five  years 
earlier  to  around  14,  but  Wilson 
reasoned  the  worst  was  over. 

But  a  month  or  two  later  the 
losses  at  Collins  were  continuing. 
Says  Wilson:  "I  was  reminded  that 
I  had  made  the  recommendation, 
and  wouldn't  I  like  to  display  how 
sound  my  judgment  was?"  North 
American's  CEO,  Willard  F.  Rock- 
well Jr.,  handed  him  the  job  as 
Collins'  CEO. 

Wilson,  52,  worked  quickly. 
A  few  weeks  ago,  at  Collins'  annual 
meeting  in  Cedar  Rapids,  Iowa,  he 
reported  a  $l.l-million  profit  for 
the  first  quarter  of  fiscal  1973  and 
received  a  standing  ovation  from 
the  300  stockholders  present.  No 
stockholder  was  more  pleased  than 
Willard  Rockwell  Jr.,  whose  com- 
pany, via  convertible  preferred 
stock,  effectively  has  40%  control  of 
Collins  plus  warrants  at  18/2  that 
would  raise  voting  control  to  55%. 
"In  my  37  years  in  business  I  have 
never  seen  a  turnaround  as  drama- 
tic as  this!"  he  said. 

In  only  a  year,  Wilson  has 
chopped  expenses  by  $40  million, 
reduced  short-term  debt  from  $108 
million  to  $52  million,  reorganized 
the  company  into  13  profit  centers 


and  begun  to  give  the  company 
some  long-needed  marketing  mus- 
cle. With  demand  for  airborne 
communications  and  navigation 
gear  and  microwave  equipment 
back  on  the  uptick,  new  orders  are 
almost  twice  what  they  were  a  year 
ago  and  the  backlog  stands  at  a 
respectable  $290  million.  That's 
solid  progress  even  if  the  results 
aren't  yet  spectacular. 

More  significant  is  what  Wilson 
has  not  done.  No  product  lines 
have  been  eliminated  and  none  will 
be,  he  says.  Nor  does  he  plan  to 
sell  off  assets  to  reduce  Collins' 
$122-million  long-term  debt  (over 
three  times  equity  of  $42.5  mil- 
lion). "I  didn't  set  out  to  maxi- 
mize the  short  term,"  he  says.  "I 
came  here  to  build  long-term  earn- 
ings growth." 

But  what  about  that  $lll-mil- 
lion  tax  loss  carry-forward,  which 
begins  to  run  out  in  mid- 1976?  If 
North  American  hopes  to  make  use 
of  it  through  merger,  it  can't  wait 
much  longer  for  Wilson  to  clean 
up  Collins'  finances.  "It  is  logical 
to  assume  that  the  merger  question 
has  been  considered,"  says  Wilson. 
"Our  communications  with  North 
American  Rockwell  are  close,  cor- 
dial and  frequent."  ■ 
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And  other  amazing  stories  about  the  Crum  &  Forster  Insurance  Companies. 


Average  reading  time: 
3  minutes,  30  seconds. 

Crum  £^  Forster  is  an  insurance 
holding  company.  We  don't  sell 
insurance.  We  own  insurance  com' 
panies.  They  sell  insurance  and 
they  sell  enough  to  make  us  the 
16th  largest  property  and  casualty 
insurance  group  in  the  U.S. 
This  insurance  is  sold  under  their 
company  names:  United  States 
Fire,  Industrial  Indemnity, 


The  North  River,  Westchester 
Fire,  International  Insurance, 
American  Eagle  Life,  and 
International  Surplus  Lines 
One  of  our  subsidiaries, 
Constitution  Reinsurance 
specializes  in  reinsuring 
other  insurance  companies 
So  if  youVe  heard  ot 
any  of   those  companies, 
you've  heard    of  Crum  ^ 
Forster. 


An  insurance 
shopping  center. 

On  opening  day,  N(  'vcmbcr  2. 
1 896,  Frederick  Crum  and 
John  Forster  were  general 
agents  selling  other  com' 
panics'  insurance. 

Today,  our  companies 
provide  insurance  for 
people  (we  call  that  persona 
lines)  and  for  businesses 
(wc  call  that  commercial  lines) . 


And  it  runs  the  gamut  from  home 
Dwners,  auto,  boat  and  marine  poli' 
:ies  to  commercial  multiple  peril  and 
workmen's  compensation  policies. 

As  a  matter  of  fact,  Crum  & 
Forster  companies  rank  fifth  in  the 
lation  in  providing  workmen's  com' 
pensation  insurance  and  seventh  in 
providing  boat  and  marine  insurance. 

In  addition,  our  companies  took 
the  lead  in  providing  commercial 
package  insurance  (a  one'policy  com' 
bination  of  property,  liability,  bur- 
glary, and  other  coverages)  for  every 
type  of  industry. 

Yet  in  spite  of  all  this,  the  primary 
difference  between  our  insurance 
companies  and  others  is  in  philosophy 
not  policies. 

The  philosophy 
behind  our  policies. 

It  is  our  philosophy  that  insurance 
should  be  available  to  the  widest  pos' 
sible  group  of  people  and  businesses 
at  a  fair  price,    jp 

Now  that    I 
statement  may  j^ 
seem  a  little 
oversimpli' 
fied.  But  the 
fact  is  that 
some  insur' 
ance  companies  i 
don't  have  the  capacity  or  the  desire 
to  cover  certain  higher  risks.  It  is 
our  pohcy  to  offer  these  coverages  at 
prices  adequate  to  cover  the  risk 
wherever  we  have  pricing  freedom. 

And  in  many  states  where  we 
have  this  freedom,  we  also  provide  a 
commitment  not  to  decline,  cancel,  or 
refuse  to  renew  except  for  very 
hmited  reasons. 

Why  we  depend 
on  independent  agents. 

One  more  way  Crum  ^  Forster 
companies  differ  from  many 
other  insurance  companies  is  that 
our  insurance  is  sold  only  through 
independent  agents  and  brokers. 
These  agents  and  brokers  also  sell 
other  companies'   insurance 
as  well. 

Now  on  the  surface  it  may 
seem  foolhardy  of  us  to  work 
this  way.  But  rest  assured 
it  is  in  your  best  interests 
as  an  insurance  buyer 
and  in  ours  as  insurance 
sellers. 

The  independent  agent  is 

not  forced  to  rely  on  the       

services  or  coverages  of  a  "'"f^osmms^- 


single  company,  so  he  can  provide 
you  with  a  truly  objective  and  expert 
opinion.  He  looks  at  things  from 
your  point  of  view  and  fits  the 
coverages  to  your  needs  rather 
than  trying  to  fit  your  needs  into 
a  limited  selection  of  policies. 

From  our  point  of  view  the 
independent  agent  keeps  us  moti' 
vated  to  improve  our  coverages 
and  services.  For  if  we  don't,  he'll 
just  sell  the  coverages  of  the  other 
companies  he  represents.  But 
we're  willing  to  take  our  chances. 

"Pay  the  claim  as  if 

one  of  your  own  family 

were  involved." 

While  some  companies  have 
pioneered  more  efficient  ways  of 
collecting  premiums,  our  companies 
have  pioneered  more  efficient  ways  of 
paying  claims.  After  all,  that's  what 
insurance  is  all  about  to  the  man  who 
has  it.  And  we  instruct  our  people  to 
handle  every  single 
claim  as  if  a  member  of 
their  immediate  family 
were  involved. 

To  help  them,  we 
developed  a  telephone 
adjusting  plan  where 
V  we  contact  people  the 
^ame  day  they  report 
claims  to  determine  the  type  and  ex' 
tent  of  loss  or  injury.  This  speeds  up 
payments  by  speeding  the  collection 
of  information  about  the  loss. 

To  speed  claim 
payments,  we 
pioneered  advance 
payment  claim 
handling.  Which 
means  that  we  pay 
the  part  of  the 
claim  that  every 
one  has  agreed  on 
even  if  the  total 

claim  is  still  being  worked  out.  Tra' 
ditionally  you  waited  for  the  com- 

plete  settlement  before  you  got 
"^       any  money. 

And  in  the  case  of  a  small 
business,  the  advance  pay 
ment  could  mean  the  dif' 
ference  between  staying 
open  or  closing  down  until 
the  total  claim  is  settled. 

Rehabilitation 

services  above  and 

beyond  the  call  of 

the  policy. 

When  a  claim  involves 
'rehabilitation,  it's  our  policy 


to  do  all  we  can  to  get  things  back  to 
normal.  And  we  know  as  well  as  any 
body  that  sometimes 
mere  money  payments 
are  not  enough.  Espe' 
cially  in  the  case  of 
serious  injury. 

Medical  care,  psy 
chological  assistance, 
and  vocational  retrain' 
ing  may  all  be  required. 
Further,  we  always  try 
to  include  the  wife  or 
another  member  of  the 
family  as  part  of  the 
rehabilitation. 

In  the  case  of  a 
young  man  injured  on 
the  job,  we  covered  the  loss  of  income 
to  his  working  wife.  So  that  she  could 
stay  home  and  care  for  him. 

And  while  rehabilitation  is  usu' 
ally  thought  of  for  bodily  injury,  we 
have  expanded  the  concept  to  apply 
to  property  injury  (damage)  as  well. 

A  church  we  insured  burned. 
The  next  day  our  claims  man  was  at 
the  church  paying  local  people  to 
help  pick  up  the  debris.  They,  in  turn, 
donated  their  pay  to  the  church. 

Needless  to  say,  we  handle  each 
case  individually  and  interpret  our 
policy  as  broadly  as  we  can  within 
the  dictates  of  good  conscience  and 
good  business  practice.  And  so  far, 
this  combination  has  been  good  for  us. 

Now  that  we've  become 

better  acquainted, 

let's  keep  in  touch. 

Since  1966,  our  premiums 
have  increased  at  a  better' 
than-industryaverage  rate  of 
13.9%  to  $605.8  million  in 
197 1 .  During  the  same  period, 
net  income  rose  from  $  17.7 
million  to  $36  million. 
'And  in  the  first  9  months  of  1972, 
premiums  increased  10.8%  over  the 
first  9  months,  1 97 1 .  !Met  income 
increased  29.6%. 

If  you'd  like  to  know  more  about 
Crum  ^  Forster,  write  to  B.P.  Russell, 
Chairman  of  the  Board,  Crum  ^ 
Forster,  1 10  William  Street,  New 
York,  New  York  10038. 

One  thing   you  can  be  sure  of, 
he  won't  try  to  sell  you  any 
insurance. 

CRUM&FORSTER 
INSURANCE  COMMNIES 

THE  POLICY  MAKERS. 


Faces  Behind  the  Figures 


New  Way  To  Leverage  Money 

Robert  Beverley  Evans  has  his 
own  way  of  leveraging  money: 
with  pubhcity.  In  1966  he  put  $2 
milhon  into  American  Motors  stock, 
not  a  huge  sum,  but  enough  to 
make  him  the  largest  single  stock- 
holder. The  way  Evans  leveraged 
the  money  was  by  hiring  a  full- 
time  public  relations  man  and  hav- 
ing himself  billed  as  the  potential 
savior  of  a  sinking  company.  The 
publicity,  as  much  as  the  money, 
gave  Evans  the  clout  to  oust  Presi- 
dent Roy  Abemethy  and  promote 
William  V.  Luneburg  to  his  job. 
The  combination  of  new  manage- 
ment and  new  control  helped  re- 
store confidence  among  American's 
dealers,  customers  and  creditors. 

Last  year  Evans  sold  his  Ameri- 
can Motors  stock  at  a  $100,000 
loss.  He  calls  the  deal  "my  social 
contribution,"  but  it  wasn't  a  dead 
loss  for  him.  The  publicity  he  got 
as  a  doctor  of  sick  companies  may 
stand  him  in  good  stead. 

Evans,  a  66-year-old  scion  of  the 
Evans  Products  Co,  family,  has  a 


Evans  of  Evans  Industries 


new  project.  His  Evans  Industries 
is  a  small  conglomerate,  one  of 
whose  aims  is  to  take  over  sick 
companies  and  cure  them.  As  a 
sidelight,  he  has  recently,  on  invi- 
tation, been  making  speeches  and 
giving  interviews  on  both  his  for- 


mula for  saving  faltering  compa- 
nies and  his  own  company's  pros- 
pects. In  October  he  gave  his  pre- 
sentation before  the  Financial  Ana- 
lysts Society  of  Detroit.  In  Novem- 
ber he  flew  to  New  York  to  give  the 
same  to  the  Association  for  Corpo- 
rate Growth  Inc.  Now  predicting 
1972  sales  of  86  million,  he  says 
Evans  Industries  will  liave  $12 
million  next  year  and  S30  million  to 
$50  million  in  the  next  five  years. 
So  far,  Evans  Industries  is  in  equip- 
ment for  cleaning  and  marking 
highways,  for  mulching  trees  and 
for  materials  liandling. 

The  reason  Evans  has  begun 
drumbeating  appears  twofold:  to 
get  investors  interested  enough  to 
get  up  the  price  of  his  stock;  and 
to  flush  out  promising  takeoxer  sit- 
uations. The  company's  bid  price 
went  from  1?»  when  it  went  pubhc 
in  July  to  2%  five  months  later.  And 
while  Evans  Industries  has  yet  to 
acquire  any  companies,  two  new 
subsidiaries  have  been  added. 

"A  dime  spent  on  publicity,"  says 
Evans,  "is  more  valuable  than  a 
dollar  spent  on  advertising."  ■ 


Diplomat  in  the  Hen  House 

In  his  whirlwind  trip  to  London  in 
September  1971  former  Secretary 
of  the  Treasury  John  Connally 
made  the  feathers  fly  when  he 
bluntly  told  Europeans  that  part 
of  the  job  of  cutting  the  U.S.  trade 
deficit  rested  with  the  Europeans. 

Now,  as  always  in  the  diplomatic 
world,  the  feathers  need  smoothing, 
and  the  job  falls  to  Joseph  A. 
Greenwald,  56,  formerly  ambassa- 
dor to  the  Organization  for  Eco- 
nomic Cooperation  &  Development. 
Greenwald  is  Robert  Schaetzl's  suc- 
cessor as  ambassador  to  the  Eu- 
ropean Economic  Community.  But 
while  smoothing  the  feathers  Con- 
nally i-uffled,  Greenwald  must  still 
tactfully  remind  the  Europeans 
that  Connally  had  a  point: 

"We  don't  argue  that  Europe 
must  take  the  whole  burden  of  the 
surplus  dollars,  but  the  U.S.  has 
already  taken  domestic  measures 
[e.g.,  devaluation,  price  and  wage 
controls]  and  now  part  of  the  re- 
sponsibility belongs  to  the  sur- 
plus countries  to  take  appropriate 
measures." 

What  measures?  Specifically, 
they  ought  to  let  more  U.S.  goods 
into  Europe,  Greenwald  says.  He 


wants  to  make  certain  that  the 
EEC  gives  the  U.S.  the  same  tar- 
iff breaks  it  is  going  to  give  to 
non-EEC  countries  in  Europe.  "We 
can  make  a  case,"  he  says,  "that 
if  the  EEC  gives  free  access  to 
Scandinavian  paper  producers,  it 
should  be  the  same  for  U.S.  com- 


Greenwald  of  EEC 
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panics  in  cases  where  small  tariff 
changes  are  extremely  important. " 

The  Europeans,  however,  are  not 
convinced.  They  do  not  yet  foci 
entirely  comfortable  in  their  new 
economic  unity  and  have  yd  to 
absorb  the  shock  of  taking  Britain, 
Ireland  and  Denmark  into  the  EEC, 
slated  for  January. 

One  thing  that  annoys  the  Eu- 
ropeans is  that  such  EEC  members 
as  Holland  and  Belgium  already 
buy  more  from  the  U.S.  than  they 
sell  to  the  U.S.  Tlicse  countries, 
they  feel,  already  are  doing  their 
part.  What  do  the  Aniericans  want? 

Replies  Greenwald:  "The  Jap- 
anese have  relaxed  some  of  I  heir 
trade  restrictions.  We  think  tlie  Eu- 
ropeans ought  to  do  the  same."' 

And  the  debate  goes  on  because 
the  Europeans  answer  back  lliat 
they  don't  have  nearly  as  big  a 
favorable  trade  balamc  willi  llic 
U.S.  as  do  the  Japanese.  It  didn't 
help  any  that  Robert  Schael/.l 
came  down  on  the  side  of  the  Eu- 
ropeans just  before  he  retired  in 
September.  Schaelzl  told  lOuropcan 
newspapers  that  the  U.S.  "has  not 
attempted  to  understand  the  Eu- 
ropean view." 

As  we  said,  Joe  Greenwald  has 
a  lot  of  feathers  to  smooth.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

NEW  ISSUE 

$50,000,000 
Engelhard  Minerals  &  Chemicals  Corporation 

5^%  Convertible  Subordinated  Debentures  Due  1997 

The  Debentures  are  convertible,  unless  previously  redeemed,  into  Common  Stock 
at  the  rate  of  33.33  shares  for  each  $1,000  principal  amount  of  Debentures 
(equivalent  to  $30  per  share),  subject  to  adjustment  under  certain  conditions. 


Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  state  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  state. 


Dillon,  Read  &  Co.  Inc.  Lazard  Freres  &  Co.  F.  Eberstadt  &  Co.,  Inc. 

Blyth  Eastman  Dillon  &  Co.  The  First  Boston  Corporation  Drexel  Firestone 

Incorporated  Incorporated 

duPont  Glore  For^an  Goldman,  Sachs  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Incorporated 

Kidder,  Feabody  &  Co.  Kuhn,  Loeb  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Incorporated  •  Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith        Paine,  Webber,  Jackson  &  Curtis         Salomon  Brothers 

Incorporated  Incorporated 

Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.,  Inc. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co.  Bache  &  Co.  ABD  Securities  Corporation 

Incorporated  Incorporated  Incorporated 

Basle  Securities  Corporation        Bear,  Stearns  &  Co.        A.  G.  Becker  &  Co.       Alex.  Brown  &  Sons 

Incorporated 

Burnham  &  Company  Inc.  Clark,  Dod^e  &  Co.  Dominick  &  Dominick, 

Incorporated  Incorporated 

EuroPartners  Securities  Corporation     Hallgarten  &  Co.     Harris,  Upham  &  Co.     Hayden  Stone  Inc. 

Incorporated 

Hill  Samuel  Securities  W.  E.  Hutton  &  Co.  Ladenburg,  Thalmann  &  Co.  Inc. 

Corporation 

Model,  Roland  &  Co.,  Inc.  F.  S.  Moseley  &  Co.  New  Court  Securities  Corporation 

Paribas  Corporation  R.  W.  Pressprich  &  Co.  Riter,  Pyne,  Kendall  &  HoUister,  Inc. 

Incorporated 

L.  F.  Rothschild  &  Co.  Shields  Securities  Corporation  F.  S.  Smithers  &  Co.,  Inc. 

Swiss  American  Corporation  UBS-DB  Corporation  G.  H.  Walker  &  Co. 

Incorporated 

Walston  &  Co.,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 

November  22, 1972 


Faces  Behind  the  Figures 


A  Lot  of  Garbage 

Until  a  year  and  a  half  ago,  ev- 
ery village,  town  and  city  in  the 
world  got  rid  of  its  garbage  by 
dumping,  burning  or  burying  it. 
Mostly  by  dumping  it.  In  May  of 
1971,  Franklin,  Ohio,  a  town  of 
10,000  near  Cincinnati,  became  an 
exception.  That  month  Franklin 
opened  a  plant  for  recycling  gar- 
bage, 150  tons  a  day  or  more  if 
necessary.  The  plant  was  construct- 
ed by  the  Black  Clawson  Co. 

Americans  alone  create  360  mil- 
lion tons  of  garbage  a  year,  and 
many  cities  are  beside  themselves 
finding  places  to  put  it.  There  are 
other  problems:  Dumping,  burning 
and  burying  garbage  pollute  the 
air,  the  waters  and  the  land.  And 
the  cost  can  run  to  $75  a  ton. 

Black  Clawson  is  a  publicly 
owned  company  in  which  Parsons 
&  Whittemore,  a  privately  held 
company  that  operates  pulp  mills 
all  the  way  from  Canada  to  Greece 
and  Madagascar,  owns  80%  of  the 
stock.  It  has  been  in  business  for 
120  years,  manufacturing  pulp-  and 
paper-making  machinery'.  Accord- 
ing to  President  Carl  C.  Landegger, 
"About  four  or  five  years  ago,  a 
research  engineer  at  a  plant  we 
have  in  Middletown,  Ohio,  named 
Joe  Baxter,  got  this  idea  for  a  gar- 


Landegger  of  Black  Clawson 

bage-recycling  plant.  He  was  a 
member  of  the  Franklin  town  coun- 
cil and  he  sold  the  mayor  of  Frank- 
lin on  the  idea.  The  Federal  Gov- 
ernment put  up  $1.5  milhon;  Frank- 
lin put  up  $400,000;  arrd  we  put 
up  $250,000." 

What  the  plant  does  is  feed  raw 
garbage  by  conveyers  into  a  water- 
filled  pumping  vessel,  where  pow- 
erful rotors  beat  metal  containers 
into  compact  balls,  pound  glass  into 


uniform  particles  and  reduce  card- 
board and  paper  into  component 
fibers.  There  is  machinery  for  ex- 
tracting the  ferrous  metal,  which 
is  sold  to  a  nearby  Armco  Steel 
plant,  the  nonferrous  metal,  which 
is  sold  to  junk  dealers;  there  is 
machinery  for  extracting  and  sort- 
ing by  color  the  glass,  which  is 
sold  to  several  glass  companies,  in- 
cluding Owens-Illinois,  for  extract- 
ing the  paper  fibers,  which  are  sold 
to  Logan  Long,  a  FrankUn  manu- 
facturer of  roofing  felt.  What  re- 
mains is  burned  into  ash  by  a  pro- 
cess that  does  not  cause  pollution. 
This  is  roughly  3%  of  what  went 
into  the  plant  originally. 

According  to  Landegger,  Black 
Clawson  has  made  a  deal  to  con- 
struct a  2,000-ton-a-day  plant  for 
Hempstead,  N.Y.  This  plant  also 
will  generate  electricity  for  the  Long 
Island  Lighting  Co.  The  company 
has  also  licensed  the  system  to 
Ishikawajima-Harima  Heavy  Indus- 
tries of  Tokyo,  which  plans  to  build 
similar  plants  in  Japan. 

This  particular  response  to  the 
garbage  problem  may  or  may  not 
be  more  successful  than  others  pro- 
posed in  the  past.  It  shows,  how- 
ever, where  the  wave  of  the  future 
lies:  not  so  much  in  creating  new 
products  as  in  cleaning  up  some  of 
the  mess  from  existing  ones.  ■ 


Sobering  Thoughfs 

Only  eight  weeks  after  Japan  re- 
sumed diplomatic  relations  with 
the  Peking  government,  Japanese 
firms  already  had  made  more  prog- 
ress in  developing  trade  with  Chi- 
na than  U.S.  firms  in  the  ten 
months  since  President  Richard 
M.  Nixon  visited  that  country.  So 
says  Wallace  Chavkin,  president 
of  the  U.S. -China  Trade  Corp.  and 
the  Biddle  Sawyer  Coip.,  who  has 
just  returned  from  six  weeks  in 
Peking  and  Canton.  Both  of  Chav- 
kin's  companies  are  engaged  in 
selling  machinery  and  heavy  in- 
strumentation to  China  and  buying 
chemicals,  textiles  and  clothing. 

Like  so  many  other  U.S.  busi- 
nessmen who  have  made  a  pil- 
grimage to  China  (Forbes,  Dec. 
1),  Chavkin  is  convinced  there  are 
great  opportunities  there.  How- 
ever, he  says,  U.S.  firms  will  never 
achieve  them  as  long  as  the  U.S. 
Government  continues  to  recognize 
Taipei.  The  Chinese  will  never  sep- 


arate politics  from  business  unless 
absolutely  necessaiy,  he  says.  They 
consider  Taiwan  merely  a  province 
of  China,  and,  until  the  U.S.  ac- 
cepts this,  they  will  keep  trade  with 
the  L^.S.  to  a  minimum. 

Chavkin    believes    it's    entirely 
possible  for  the  U.S.  to  recognize 
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Peking  and  still  maintain  economic 
relations  with  Taiwan.  The  Japa- 
nese are  doing  so,  he  points  out. 
"They're  having  their  cake  and  eat- 
ing it,  too." 

Two  other  things  are  necessary 
to  appreciably  increase  trade  with 
China,  Chavkin  says.  First  of  all, 
there  must  be  a  settlement  of  the 
question  of  Chinese  assets  frozen 
in  the  U.S.  Secondly,  U.S.  compa- 
nies that  want  to  sell  to  China  or 
buy  from  it  must  get  together  and 
work  as  a  group.  That's  what  other 
countries  are  doing,  he  says.  "The 
English  have  what  they  call  the 
48  Group.  It  was  established  18 
or  20  years  ago  by  48  companies, 
and  it  works  like  a  trade  associa- 
tion to  promote  trade.  In  contrast, 
we're  acting  as  individual  compa- 
nies. If  we're  going  to  compete, 
we'll  have  to  act  as  other  countries 
do,  as  a  group." 

Not  all  U.S.  businessmen  who 
have  visited  China  share  Chavkin's 
ifs  and  buts  about  trade  with  Chi- 
na, but  his  are  sobering  thouglits.  ■ 
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Photo  ol  actual  ranchland  taken  at  Sangre  de  Crista  Ranches 


Where  the  deer  and  the  antelope  play 


Sangre  de  Cristo  Ranches.  Midway  between  Denver  and  Albuquerque. 
Where  the  Kit  Carson  Trail  meets  the  Navajo  Trail  in  beautiful  South- 
ern Colorado. 

Big  country.  Wide  open  spaces.  Majestic  mountains  surrounding 
green  hillsides  of  the  sleepy  San  Luis  Valley.  Rugged,  yet  serene.  Crisp, 
clean  air,  scented  with  sagebrush  and  pine. 

You  can  own  land  here.  Leg-stretching,  five-acre  minimums.  Land 
for  ranches.  For  vacations.  Retirement.  For  settling  down  and  getting 
away  from  it  all.  For  long  term  investment..  To  leave  to  your  kids  and 
for  them  to  leave  to  theirs. 

This  is  good  land.  Land  you  can  see  for  yourself.  Land  you  can 
stand  on  and  dig  into.  It's  a  subdivision  of  the  gigantic,  260  square  mile 
Forbes  Trinchera  Ranch.  Forbes  Inc.,  publishers  of  Forbes  Magazine 
and  owners  of  Sangre  de  Cristo  Ranches  Inc.  acquired  the  Trinchera 
Ranch  some  years  ago.  One  of  the  oldest  of  the  remaining  big  ranches 
in  America,  i^t  ranks  among  the  best  known  hunting  preserves  for  deer, 
elk,  game  birds  and  other  wildlife. 

Located  near  the  intersection  of  U.S.  Route  160  and  Colorado 
Highway  159  just  outside  Fort  Garland,  Colorado,  Sangre  de  Cristo 
Ranches  are  spread  over  thousands  of  rolling  acres  which  rise  to  the 
towering  mountain  peaks  of  the  Trinchera  and  Mount  Blanca. 

Since  Forbes  Inc.  began  offering  this  section  of  its  big  ranch  for 
homesites,  thousands  of  people  have  come  from  all  over  the  nation  to 
see  this  magnificent  land,  to  purchase  their  own  Sangre  de  Cristo  Ranch. 

Important  guarantees  backed  by  Forbes  Magazine's  distinguished 
reputation  have  contributed  much  to  the  Sangre  de  Cristo  success  story. 
Every  investor  is  double  protected :  he  has  twelve  months  after  his  first 
payment  during  which  he  can  -  and  is  urged  -  to  visit  his  ranch.  And 
if  it  doesn't  fully  meet  expectations,  he  can  have  all  payments  promptly 
refunded.  Or  if  he  simply  changes  his  mind  within  sixty  days  of  making 
his  first  payment,  his  money  will  be  returned  promptly. 


You  can  own  part  of  this  breathtaking  land  for  just  $50  monthly. 
With  no  interest  or  carrying  charges,  the  total  cost  of  these  five-acre 
ranches  is  just  $5,000.  Other  Sangre  de  Cristo  ranch  sites  are  available 
on  comparable  terms  at  prices  ranging  from  $3,500  to  $7,500.  This 
offer  presents  a  wonderful  opportunity  for  long  term  investment  in  the 
great  southwest. 

For  complete  details  of  these  ranches,  without  obligation  and  with 
the  assurance  that  no  salesman  will  call  on  you,  simply  fill  in  and  mail 
the  coupon  below  to  Sangre  de  Cristo  Ranches,  Box  2000,  New  York, 
N.Y.  10011. 

Sangre  de  Cristo  Ranches  Inc.,  is  a  duly  registered  subdivision  developer  in  and  under  the 
laws  of  the  State  of  Colorado.  This  registration  is  not  to  be  construed  to  imply  state  endorse- 
ment of  the  subdivision. 


Sangre  de  Cristo  Ranches  Inc. 

DIVISION  OF  FORBES  MAGAZINE 
Box  2000,  Old  Chelsea  Station 
New  York,  N.Y.  10011 

Without  obligation,  please  send  me  FREE,  more 
information  on  the  Sangre  de  Cristo  Ranches. 


Name^ 


Address. 
City 


.County. 


State. 


-Zip. 


A  statement  and  oHering  statement  has  been  filed  with  Ihe  Department  of  State  of  the  Slate  of  New  York 
The  Ming  does  not  constitute  approval  of  the  sale  or  lease  or  offer  tor  sale  or  lease  by  the  Department  of 
Slate  or  any  officer  thereof  or  that  the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such 
oMenng,   A  copy  of  the  offering   statement   js  available,  upon   request,   from  the  subdivider.    NYA   72-833 
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Energy  &  America 


Let's  face  the  facts  about  our 
energy  outlook. 

The  nation's  requirements  for  energy  will 
about  double  between  now  and  1985. 
In  this  period,  we  shall  have  to  rely  upon 
oil,  gas,  coal,  and  nuclear  power  for  at 
least  95%  of  our  needs.  If  present  trends 
continue,  our  indigenous  resources  of 
these  materials  will  not  be  developed  fast 
enough  to  meet  our  growing  requirements. 


What  do  the  facts  f  oreshadowl 

We  shall  become  increasingly  dependeu 
upon  foreign  countries,  primarily  in  th< 
Middle  East,  for  a  vital  portion  of  on 
energy  supplies.  At  the  present  time,  \\( 
obtain  about  26%  of  our  crude  oil  anc 
12%  of  our  total  energy  requirement; 
from  foreign  sources.  By  1985,  we  wil 
probably  draw  about  40%  to  55%  of  ou: 
oil  and  23%  to  32%  of  our  total  enei\uv 
from  abroad. 


NATURAL  GAS  IS  SCARCE.  Shortages 
already  confronting  us  will  increase.  Do- 
mestic production  is  projected  to  decline 
about  1/3  during  the  next  15  years.  With 
more  imports  of  natural  and  liquefied  gas 
and  synthetic  gas  from  naphtha  and  coal, 
we  may  hold  gas  availability  at  about  its 
present  level.  This  will  be  sufficient  to  satisfy  less  than  half 
of  our  potential  gas  requirements  by  1985. 


John  G.  McLean,  chairman  and  chief  execu- 
tive officer  of  Continental  Oil  Company,  is 
also  chairman  of  the  National  Petroleum 
Council's  Committee  on  U.S.  Energy  Out- 
look. The  committee's  initial  appraisal  pro- 
vides the  statistical  basis  for  the  following. 
The  conclusions  are  Mr.  McLean's. 


CRUDE  OIL  IMPORTS  WILL  HAVE  TO  QUADRUPLE. 

Domestic  production  of  crude  oil  is  projected  to  show  little  net 
change.  To  meet  rising  demand,  imports  will  about  quadaiple, 
reaching  10  to  15  million  barrels  a  day  in  1985.  Even  larger 
imports  will  be  needed  if  we  fail  to  meet  our  goals  with  respect 
to  nuclear  power  and  coal. 

NUCLEAR  POWER— WHERE  IS  IT?  We  should  launch 
a  major  new  effort  to  construct  the  equivalent  of  at  least  280 
nuclear  energy  plants  of  1,000  megawatts  each  during  the  next 
15  years.  Today,  we  have  the  equivalent  of  only  ten  such  size 
plants  in  operation  and  only  46  actually  under  construction. 
Progress  is  being  retarded  by  technical  difficulties  and  environ- 
mental restraints. 

COAL— WE  PRODUCE  NO  MORE  NOW  THAN  50  YEARS 
AGO.  Production  of  coal  should  be  approximately  doubled 
during  the  next  15  years.  We  have  adequate  reserves.  Limiting 
factors  are  the  availability  of  manpower,  environmental  consid- 
erations, and  mine  health  and  safety  precautions. 

INVESTMENT— WE'LL  HAVE  TO  DOUBLE  IT.  Enormous 
capital  inputs  will  be  necessary  to  provide  for  our  energy  re- 
quirements. Between  now  and  1985,  the  United  States  energy 
industries  will  have  to  invest  between  $400  and  $500  billion  in 
new  productive  and  distribution  facilities,  an  annual  average 
of  about  $30  billion,  compared  to  present  outlays  of  about 
$16  billion. 

NEAR-TERM  SHORTAGES— WE  CAN'T  ESCAPE  THEM. 

We  may  be  able  to  relieve  our  near-term  energy  problems 
through  appropriate  government  and  industry  action,  but  there 
is  no  realistic  probability  of  a  complete  escape  from  them.  This 
is  true  because  of  the  long  lead  times— often  five  to  eight  years- 
required  for  the  development  of  major  new  energy  supplies. 
The  critical  "balance  wheel"  will  be  the  volume  of  foreign  oil 
imports;  this  will  be  the  element  which  will  adjust  for  our  fail- 
ures or  successes  in  other  energy  areas. 


CONCENTRATED   DEPENDENCE 

Most  of  the  oil  will  have  to  come  fron 
the  eleven  OPEC  countries  (particularh 
Saudi  Arabia  and  Iran),  which  todax 
have  85%  of  the  Free  World  crude  oi 
reserves  outside  the  United  States  anc 
Canada  and  account  for  90%  of  the  oil  exports  moving  int( 
world  markets.  Dependence  upon  a  small  number  of  distan 
foreign  countries  for  a  vital  portion  of  our  energy  supplies  wil 
be  a  new  fact  of  life  in  the  history  of  this  nation.  We  shall  neec 
to  take  a  new  look  at  our  foreign  policies  with  respect  to  th« 
Middle  East  and  attach  to  them  a  much  higher  priority  thai 
they  have  thus  far  been  accorded. 

We  will  be  vitally  dependent  upon  peace  in  that  troublec 
area  for  continuity  in  oil  supplies;  our  friends  in  Western  Eu 
rope  and  Japan  will  be  in  a  similar  position;  and  Russia  will  b< 
the  only  major  world  power  in  the  coming  decade  that  will  b« 
self-sufficient  in  energy  resources.  The  diplomatic  and  nationa 
security  aspects  of  this  situation  demand  a  great  deal  mori 
attention  than  they  have  yet  been  given. 

BALANCE  OF  PAYMENTS  PROBLEMS.  Crowing  oil  and  ga; 
imports  will  provoke  a  large,  growing  deficit  in  the  U.S.  balance 
of  trade  in  fuels.  By  the  early  1980's,  this  deficit  could  be  ii 
the  $20  to  $30  billion  range,  compared  to  a  current  deficit  ol 
less  than  $3  billion.  Today,  our  total  exports  of  goods  and  ser 
vices  are  only  about  $66  billion.  To  pay  for  our  imports  of  fuel 
we  will  need  to  seek  additional  exports  of  other  goods  anc 
services. 

What  will  we  sell  and  to  whom?  We  cannot  look  to  th< 
industrialized  countries  of  Western  Europe  and  Japan,  becau.st 
they  will  be  struggling  to  increase  their  own  net  exports  to  pa> 
for  growing  fuel  imports.  Ultimately,  the  situation  can  come  t( 
equilibrium  worldwide  only  when  the  oil  exporting  countrie; 
are  able  to  absorb  greatly  increased  imports  from  us  and  othei 
oil  importing  countries.  But  they  do  not  have  the  populations 
markets,  and  economic  infrastructures  to  accept  large  impo;' 
from  us.  This  problem  will  be  a  critical  national  issue  in  tlu 
decade  ahead. 

NEW  FINANCIAL  CENTERS.  Our  growing  purchases  of  oi 
and  gas,  coupled  with  those  of  Western  Emope  and  Japan,  wil 
create  major  new  centers  of  financial  power.  By  1985,  the  oil 
producing  countries  of  Africa  and  the  Middle  East  could  be 
collecting  oil  revenues  at  an  annual  rate  of  almost  $50  billion 
Most  of  these  countries  are  not  yet  ready  to  u.se  internally  new 
funds  of  this  magnitude.  A  large  portion  of  the  oil  tax  revenue? 
will  thus  move  into  the  short-  and  long-term  money  markets  > 
the  Free  World  in  ways,  and  with  impacts,  which  are  difficult  U 


predict.  One  clear  possibility  is  that  these  countries  could  be- 
come large  equity  holders  in  the  financial  institutions  and  indus- 
trial companies  of  the  United  States,  Western  Europe  and  Japan. 

ENERGY  COSTS  ARE  BOUND  TO  RISE.  We  have  exhausted 
a  lafge  share  of  our  cheapest  and  most  accessible  energy  ma- 
terials. New  indigenous  supplies  will  come  at  higher  prices. 
Coal  mines  will  be  further  undergiound;  oil  and  gas  wells  will 
be  drilled  to  greater  depths  and  in  deeper  waters  offshore;  the 
development  of  oil  shale  and  other  synthetics  will  require  ex- 
pensive new  technology. 

At  present  the  composite  wellhead  or  minemouth  cost  of 
energy  produced  in  the  United  States  is  about  35  cents  per  mil- 
lion BTU's.  By  1985,  it  could  easily  be  50%  to  1007o  higher. 

These  increases  are  significant,  but  they  can  be  absorbed 
in  our  economy  without  serious  disruptive  effects.  For  the  past 
decade,  the  real  cost  of  energy  in  the  United  States  has  been  de- 
clining. Today,  we  spend  only  about  5%  of  our  national  income 
for  fuels.  We  are  in  a  favorable  position  vis-a-vis  the  other  world 
powers  with  respect  to  basic  energy  costs  and  will  probably 
continue  to  be  so  even  after  the  increases  I  have  suggested. 
Our  most  urgent  problem  is  one  of  adequacy  and  continuity 
of  energy  supplies— not  one  of  energy  costs. 

What  can  we  do  to  improwe  our  situation? 

We  should  take  prompt  action  to  establish  a  single,  high-level 
agency  in  our  government  to  develop  a  national  energy  policy 
and  to  coordinate  our  efforts  relating  to  energy  matters.  I  do  not 
mean  that  our  federal  government  should  play  a  larger  role  in 
the  discovery  and  development  of  natural  resources.  This  task 
•should  be  left  to  private  enterprise.  The  chief  mission  of  the 
central  government  agency  should  be  to  establish  priorities 
and  guidelines  and  to  eliminate  delays,  conflicts,  and  confusion. 


WE  CAN  INCREASE  DOMESTIC  ENERGY  PRODUC- 
TION. We  should  take  prompt  action  to  stimulate  the  devel- 
opment of  our  indigenous  energy  resources.  We  have  an  ade- 
quate resources  base;  our  problem  is  to  get  new  supplies  at  a 
faster  rate. 

We  need  some  practical  trade-offs  in  the  ecological  area. 
The  production  and  consumption  of  energy  inevitably  involves 
some  ecological  impairment.  We  cannot  achieve  our  environ- 
mental goals  overnight  and  still  give  the  U.S.  economy  all  the 
energy  it  requires  and  the  public  demands.  Some  pragmatic, 
graduated  approaches  to  our  ecological  goals  are  urgently  need- 
ed. Here  the  federal  government  should  take  decisive  action— 
and  very  promptly. 

We  need  to  decontrol  natural  gas  prices  and  to  establish 
that  the  price^  of  synthetic  gas  manufactured  from  coal  and 
naphtha  will  riot  be  subject  to  federal  restraints.  Our  present 
preoccupations  with  imports  of  liquefied  natural  gas  from  Rus- 
sia and  Algeria  are  a  national  absurdity  in  the  face  of  continued 
control  of  indigenous  gas  prices  at  much  lower  levels. 

We  need  to  accelerate  the  leasing  of  federal  lands  on  rea- 
sonable terms  for  resource  development,  particularly  the  Outer 
Continental  Shelf  which  contains  some  of  our  most  promising 
potentials  for  new  oil  and  gas  discoveries. 

• 

WE  CAN  CONSERVE  ENERGY.  We  should  reduce  waste  in 
the  consumption  of  energy.  I  am  not  suggesting  curtailments 
which  would  have  a  negative  impact  on  the  growth  of  our 
economy.  On  the  contrary,  I  believe  the  consumption  of  energy 
should  be  encouraged  because  it  increases  the  eflRciency  of  our 
economy— providing  that  the  energy  is  used  for  socially  desir- 
able ends. 


There  are,  however,  many  areas  in  which  we  could  con- 
serve energy  without  impairing  economic  growth.  For  exam- 
ple, 20%  of  our  energy  is  used  for  commercial  and  residential 
heating;  savings  can  be  made  through  better  insulation.  About 
25%  of  our  energy  is  used  for  transportation;  savings  can  be 
made  through  the  development  of  mass  transportation  and 
smaller  and  more  efficient  automotive  engines.  Another  25% 
of  our  energy  is  used  for  the  generation  of  electric  power  in 
processes  which  waste  about  70%  of  the  energy  input;  savings 
can  be  made  through  the  development  of  more  efficient  con- 
version systems. 

WE  CAN  COOPERATE  WITH  OTHER  NATIONS.  Most  of 
the  major  industrial  nations  of  the  Free  World  will  be  facing 
the  same  energy  problems  as  we  do.  Clearly,  the  situation  pro- 
vides opportunities  for  cooperative  research  and  engineering 
in  the  development  of  new  energy  sources.  And  clearly,  there 
is  a  need  for  collaboration  in  the  development  of  a  sound  frame- 
work of  political  relationships  with  the  countries  of  the  Middle 
East  to  promote  stability  and  peace  in  that  area. 

What  about  our  long-term  energy  position? 

While  our  medium-term  problems— through  about  1985— are 
acute,  our  long-term  energy  position  is  reasonably  sound.  Our 
country  is  liberally  endowed  with  energy  materials.  To  meet  our 
long-tenn  requirements,  we  have: 

•  Potentially  recoverable  oil  reserves  sufficient  to  meet  present 
demands  for  over  65  years; 

•  Potentially  recoverable  gas  reserves  sufficient  to  meet  present 
demands  for  over  50  years; 

•  Measured  and  indicated  coal  reserves,  commercially  accessi- 
ble with  current  mining  methods,  equivalent  to  nearly  300 
years'  supply; 

•  Uranium  reserves  sufficient  to  meet  our  present  total  electric 
power  needs  for  25  years;  and 

•  Recoverable  shale  oil  reserves  sufficient  to  meet  our  oil  needs, 
at  present  demand  levels,  for  about  35  years  after  our  natural 
oil  reserves  are  exhausted. 

Taken  in  the  aggregate,  our  potential  energy  resources 
have  an  energy  content  sufficient  to  meet  our  needs  for  at  least 
200  years,  at  present  consumption  rates.  Long  before  the  end 
of  that  period,  advances  in  technology  should  bring  us  new 
energy  sources,  such  as  nuclear  fusion  and  solar  power,  which 
will  greatly  diminish  the  drain  upon  our  natural  energy  ma- 
terials. 

It  is  our  medium-term  energy  outlook  that  is  of  serious 
concern.  We  can  and  will  solve  these  problems.  But  the  task 
will  not  be  easy,  and  it  will  require  a  greater  sense  of  urgency 
and  commitment  on  the  part  of  both  industry  and  government 
than  presently  exists. 


Ji.k/. 


CONTINENTAL  OIL  COMPANY 


(conoco) 


This  statement  comprises  excerpts  of  an  address  by  Mr. 
McLean.  For  full  text  in  booklet  form  write  Continental  Oil 
Company,  Dept.  FB,  High  Ridge  Park,  Stamford,  Conn.  06904. 


The  Funds 


It's  a  Neat  Trick— If  Only  You  Can  Turn  It 


Thought  you'd  heard  all  the  for- 
mulas for  beating  the  stock  mar- 
ket? Listen  to  this  one,  then.  Cur- 
tis Richmond,  a  slight,  dark-haired 
Los  Angeles  investment  counselor, 
says  the  best  way  to  beat  the  mar- 
ket is  by— guess  what?— trading  in 
mutual  funds.  Yes,  that's  right— 
mutual  funds. 

Richmond  bases  his  system  on 
something  every  careful  reader  of 
Forbes'  annual  Mutual  Fund  Sur- 
vey knows:  that  some  funds  may 
outperform  the  market,  but  they 
never  run  counter  to  it;  there  is  no 
such  thing  as  a  fund  that  goes  up 
in  a  real  bear  market.  So,  Rich- 
mond asks,  why  bother  to  hold  a 
fund  in  a  bear  market? 

What  Richmond  says  he  does, 
therefore,  is  this.  He  waits  until  he 
sees  a  real  bull  market  coming 
along,  then  he  moves  into  the  hot- 
test performance  funds  he  can  pick. 
His  reasoning  is  simple:  These 
funds  may  get  clobbered  in  a  bear 
market,  but  they  are  sure  to  out- 
perform the  market  on  the  way  up. 

Richmond's  system  calls  for  al- 
ternating between  aggressive  mu- 
tual funds  and  cash  or  cash  equiv- 
alent. You  go  into  funds  when  you 
see  a  bull  market  starting  or  when 
you  see  a  rally  in  a  bear  market. 
All  you  need  do  is  pick  the  bot- 
tom and  you  let  the  fund  manage- 
ment do  the  rest.  When  the  bull 
market  starts  to  falter,  you  redeem 
and  go  into  savings  &  loan  deposits. 

What  about  commissions?  No 
problem.  Richmond  uses  no-load 
mutual  funds. 

Richmond  has  built  himself  a 
nice  little  business  on  his  system. 
He  manages  about  $7  million, 
charging  a  3%  management  fee. 
Since  he's  virtually  a  one-man  op- 
eration,  there  is   a  good   deal   of 


gravy  in  that  $210,000  in  income. 
Mutual  funds  hate  Richmond. 
Forbes  talked  with  a  number  of 
no-load  managers.  These  are  their 
chief  complaints: 

•  Traders  force  a  portfoho  man- 
ager to  abdicate  his  own  market 
judgment.  "I  like  the  market,  think 
everything  I  hold  is  on  its  way  up, 
and  this  outsider  who  doesn't  favor 
the  market  for  the  next  60  days 
demands  I  sell  to  give  him  cash," 
complains  one  executive. 

•  Richmond's  method  most  en- 
dangers the  very  funds  he  chooses, 
the  highflyers.  Time  and  again, 
top  performance  comes  by  invest- 
ing in  issues  with  a  thin  float.  But 
during  a  run  on  the  bank,  the 
fund  might  be  forced  to  sell  out 
of  those  issues,  driving  down  the 
price  and  the  fund's  net  asset  value. 

•  You  think  the  redemption 
problem  is  out  of  hand  already? 
Just  think  what  would  happen  if 
Richmond's  approach  caught  on 
nationwide. 

Nicholas  Strong  (see  p.  47), 
one  of  the  funds  Richmond  is  trad- 
ing in  now,  plans  direct  retaliation: 
In  February  it  will  begin  charging 
a  \%  redemption  fee  for  all  shares 
held  less  than  six  months.  Another 
fund  man  mutters  about  asking 
the  Securities  &  Exchange  Com- 
mission to  step  in. 

So  much  for  the  funds.  Does  the 
system  itself  work?  Naturally,  Rich- 
mond says  it  does  and  claims  spec- 
tacular results.  But  ponder  this: 

How  do  you  know  when  a  bull 
market  is  starting?  And  how  do  you 
know  when  it's  over?  Men  who 
have  been  around  Wall  Street  for 
generations  all  agree  on  one  thing: 
Picking  tops  and  bottoms  is  next  to 
impossible.  By  the  time  you're  cer- 
tain you  are  in  a  bull  or  bear  mar- 


Trader  Richmond 


ket,  that  market  may  well  have 
ended  or  at  least  dropped  into  a 
less  dynamic  phase.  Richmond's 
system  depends  on  timing.  Timing 
is  the  hardest  of  all  market  tricks. 

Ah,  yes.  Richmond  has  his  tools. 
He  uses  the  39-week  mo\'ing  a\'- 
erage  of  the  Dow  Jones  industrials. 
He  says  it  has  failed  to  call  major 
market  turns  only  once  in  the  last 
19  years.  He  has  written  a  book 
called  The  Money  Machine  that 
goes  into  techniques  of  how  to 
spot  market  turns. 

Perhaps.  But  if  Richmond  is  as 
good  as  he  says  he  is  at  picking 
market  tops  and  bottoms,  he 
shouldn't  be  buying  mutual  funds. 
He  should  be  running  one. 


Return  of  the  Swaps 


When  Transamerica  Investment 
Management  Co.  launched  a  new 
bond  fund  last  month,  it  revived 
a  sales  gimmick  that  had  once  been 
quite  popular  back  in  the  mid- 
1960s:  the  swap  fund.  The  re- 
sponse suggests  this  is  not  an  idea 
whose  time  has  come  again. 

A  share  of  closed-end  Transamer- 
ica Income  Shares  could  be  pur- 


chased in  two  ways:  for  plain  old 
cash,  or  in  exchange  for  $25  in 
bonds  and  accrued  interest.  TIS  of- 
fered to  accept  any  of  757  high- 
quality  bonds  from  blue-chip  com- 
panies in  every  major  industry,  with 
a  $2,500  minimum.  The  results  af- 
ter the  offering  closed  at  the  end  of 
November  showed  cash  receipts  of 
$119  million,  while  only  about  $7 


million  was  received  in  bonds. 

Transamerica  Income  Shares 
President  Thomas  Adams  claims 
not  to  be  disappointed  witli  the 
reaction  to  the  swap  feature.  "We 
weren't  trying  to  hustle  this  par- 
ticular method,"  he  says.  "We  were 
selling  the  bond  fund.  But  pre- 
sumably we  wouldn't  have  gotten 
that  $7  million  any  other  way,  and 
it's  nice  to  have." 

Adams  thinks  the  idea  "may  take 
some  getting  used  to,"  and  that  the 
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Cknporale  Capsules  from  A.H.  Robins 


Little  known  facts  about 

one  of  America's  most  interesting 

and  diversified  companies 


Mommiental  task! 

/  Robins'  largest  drug  application 

To  apply  for  F.  D. A.  approval  on  one  of  its  new- 
prescription  drugs,  A.  H.  Robins  recently 
submitted  64  volumes  of  scientific  data, 
making  a  stack  10-1/2  feet  high. 
It  took  the  company  more  than  seven  years  of 
research  to  prepare  this  application! 


A  famous  brand  named  for  a  dog! 

The  brand  name  "Sergeant's" 
came  from  the  name  of  a  Retriever 
owned  by  the  founder  of  that 
company,  Mr  Polk  Miller 
Mr  Miller  was  so  fond  of  the  dog 
that  he  named  his  company's 
products  after  him!  Today 
Sergeant's  products  are 
marketed  by  Miller-Morton, 
an  A.  H.  Robins  Company 
subsidiary. 


OQ9 

n.S.Qlympic  winner! 

Every  U.  S.  athlete  had  Chap  Stick® 
Lip  Balm  in  his  possession  at  the 
1972  Summer  Olympic  Games  in 
Munich.  This  product  has  helped 
support  our  teams  for  the  past  several 
years  and  has  the  official  endorsement 
of  the  U.  S.  Olympic  Team! 


Cheaper  by  the  pound! 

Caron's  newest  perfume,  Infini,  requires  a 

rare  jasmine  that  sells  for  $  1,500  per 

pound,  and  a  superb  musk  that  costs  the 

perfume  maker  $3,000  a  pound! 


A  diversified  international  corporation. ..in  more  than  70  countries. 
A.H.  Robins  Company,  Richmond,  Va.  23220 


/I'H'DOBINS 
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Smt  MYISCD. 


A  strong  statement.  But  an  accurate  way 
to  describe  The  Southern  Company  sys- 
tem's new  Power  System  Coordination 
Center— actually  our  second  industry 
"first"  in  economically  matching  supply 
to  demand  in  power  and  transmission. 

In  1954,  we  began  coordinating  and 
dispatching  power  throughout  our  four- 
state  service  area  using  an  analog  com- 
puter system,  the  first  of  its  kind  anywhere. 

Today  we're  responding  to  increased 
customer  needs  and  wants  for  electric 
power  with  a  dramatic  advancement  in 
digital  computertechnology  This  will  bring 
our  more  than  two  million  customers  even 
greater  reliability  and  flexibility. 

Significant  economies,  too.  Already 
we're  saving  an  estimated  $33  million  a 
year  through  the  coordinated  operation  of 
our  power  pool  program.  The  new  Coordi- 
nation Center  will  add  substantially  to 
these  savings  for  our  customers. 

And  it  will  monitor  constantly  and  con- 
tinuously the  entire  120,000-square-mile 
area  that  our  companies  serve,  keeping  a 
balance  of  electric  power  at  the  many 
points  of  varying  need. 

Electric  energy.  Instantly.  When  and 
where  it's  needed.  That's  what  our  working 
toward  tomorrow,  today,  is  all  about. 
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The  Southern  Company  system:  working  toward  tomorrow,  today. 

Alabama  Power  Company     Georgia  Power  Company     Gulf  Power  Company     Mississippi  Power  Company     Southern  Services,  Inc     Southern  Electric  Generatmg  Co 


sales  strategy  might  become  more 
popular  as  more  funds  adopt  it.  One 
other  company,  Massmutual  In- 
come Investors  Inc.,  currently  is  in 
registration  with  a  similar  deal.  "It 
gives  an  investor  who  owned  in- 
dividual bonds  a  simple  way  to 
turn  his  one  bond  into  a  diversi- 
fied, professionally  managed  port- 
folio of  a  large  number  of  quality 
bonds,"  Adams  said. 

Other  advantages  to  the  inves- 
tor: He  could  swap  his  bonds  at  a 
round-lot  price  (as  set  by  Standard 
&  Poor's),  so  he  won't  suffer  the 
odd-lot  discount  he  might  if  he  sold 
an  odd  lot  of  bonds  directly.  He'll 
get  monthly  dividends  rather  than 
semiannually  or  quarterly.  It's  a 
taxable  exchange,  so  if  he  has  a 
tax  loss  he  can  take  that.  And  he 
has  no  bond  commission  to  pay, 
creating  what  Adams  calls  "a 
Fourth  Market  cross  of  sorts,  a  deal 
directly  between  the  fund  and  the 
individual  bondholder," 

Transamerica  Income  Shares' 
portfolio  will  be  primarily  debt  se- 
curities. At  least  half  the  invest- 
ments will  be  in  securities  with 
S&P's  or  Moody's  four  highest 
ratings,  government  securities  or 
prime  commercial  paper.  The  re- 
mainder, as  much  as  half  of  total 
assets,  may  go  into  unrated  debt 
securities  or  those  with  lower 
grades.  The  fund  will  buy  securi- 
ties having  call  or  refunding  pro- 
tection to  preserve  the  yield. 

The  fund  will  work  for  high  in- 
come through  short-term  trading, 
getting  in  and  out  of  some  issues  in 
less  than  three  months.  It  will  gen- 
erally sell  bonds  when  interest  rates 
are  rising  and  buy  when  they're  de- 
clining, as  well  as  buying  and  sell- 
ing to  balance  out  yield  disparities 
caused  by  fluctuations  in  the  mar- 
ket. The  fund  may  have  a  200% 
portfolio  turnover  each  year.  Gains 
on  sale  of  securities  held  for  less 
than  six  pionths  will,  of  course,  be 
taxable  tp  shareholders  at  ordinary 
income  rates. 

To  accomplish  its  secondary  ob- 
jective of  capital  appreciation,  the 
fimd  is  also  permitted  to  invest  not 
more  than  20%  of  its  total  assets  in 
convertible  preferreds,  in  preferred 
stock  or  in  debt  that  carries  com- 
mon stock  warrants. 

Swap  funds  fell  out  of  favor  be- 
cause of  poor  performance  and 
high  management  and  load  fees.  It 
looks  as  if  fund  buyers  have  not 
lost  their  fears.  ■ 


If  you  could  select  just 

1  OUTSTANDING 
WARRANT  NOW. . 

A  small  amount  of  money  placed  on  a  carefully  pinpointed  warrant  can  produce  rewards 
out  of  all  proportion  to  the  amount  risked. 

But  warrant  leverage  can  work  both  ways,  and  we  rarely  recommend  these  issues  even  for 
frankly  speculative  investment  goals. 

At  this  time,  however,  our  research  points  to  one  particular  warrant— and  only  one— that 
could  bring  an  aggressive  investor  sufficiently  spectacular  profits  to  justify  the  unusual  risk 
involved.  (The  common  stock  of  the  same  company,  listed  on  the  New  York  Stock  Exchange, 
also  appears  to  be  on  the  threshold  of  major  advances.) 

SPECIFIC   RECOMMENDATION 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report  being  released  this  week. 
To  receive  this  Report  and  the  next  four  weekly  releases  of  regular  Investors  Service  to  ex- 
amine in  privacy  (no  salesman  will  call)— mail  $5,  together  with  your  name  and  address 
on  the  coupon  below. 


Name 


Address 


City 


State 


Zip 


Send  to  Dept.  903 

RESEARCH    INSTITUTE   INVESTORS   SERVICE 

Research  Institute  Building,  589  Fifth  Ave.,  New  York,  N.Y.  10017 

Reports  confidential  to  subscribers.  Subscriptions  not  transferable. 


Public  Service  Electric  and  Gas  Company 


QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  de- 

clared the  following  d 

ividends  for 

the  quarter  ending  December  31, 

1972: 

Dividend 

Class  of  Stock 

Per  share 

Common 

$  .43 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

$4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

All  dividends  are  payable 
on  or  before  December  29, 
1972  to  stockholders  of 
record  December  1,  1972. 

MALCOLM  CARRING' ON,  JR. 
Vice  President  and  Secretary 


INITIAL  DIVIDEND 

The  Board  of  Directors  has  also 
declared  an  initial  dividend  of 
$1.3867  for  the  period  beginning 
October  27,  1972  and  ending 
December  31,  1972  on  the  7.80% 
Cumulative  Preferred  Stock. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only 

by  the  Prospectus.  This  is  published  on  behalf  of,  and  copies  of  the  Prospectus  Tnay  be  obtained  from,,  only  such  of  the 

undersigned  as  are  qualified  to  act  as  dealers  in  securities  in  this  State. 

New  Issue  November  22, 1972 

950,000  Units 

Tenneco  Offshore  Company,  Inc. 

^95,000,000   6%  Convertible  Debentures  Due  1980 
4,750,000  Shares  of  Common  Stock 

Offered  only  in  Units  consisting  of  $100  principal  amount  of  Debentures  and  5  shares  of  Common  Stock 
of  Tenneco  Offshore  Company,  Inc.  The  Debentures  and  Common  Stock  will  be  separately  transferable 
immediately  after  issuance.  The  Debentures  will  be  convertible  into  Common  Stock  of  the  Company  at  any 
time  prior  to  October  24,  1980  at  $10  per  share  (subject  to  adjustment  to  protect  against  dilution)  and  will 
be  redeem,able  at  the  option  of  the  Company  at  any  time  subsequent  to  October  31 ,  1977 .  The  principal  of  the 
Debentures  is  payable,  under  certain  circumstances,  by  delivery  of  shares  of  Common  Stock  of  Tenneco  Inc. 


Price  ^136  per  Unit 

Plus  accrued  interest  on  the  Debentures  from  November  1,  1972. 


Stone  &  Webster  Securities  Corporation         White,  Weld  &  Co.         Paine,  Webber,  Jackson  &  Curtis 

Incorpormted  Incorporated 

Blyth  Eastman  Dillon  &  Co.  The  First  Boston  Corporation  Dillon,  Read  &  Co.  Inc.  Drexel  Firestone 

Incorporated  Incorpomtod 

duPont  Glore  Forgan     Goldman,  Sachs  &  Co.    Halsey,  Stuart  &  Co.  Inc.    Hornblower  &  Weeks-Hemphill,  Noyes 

I  ncorpormted  I  ncorporated 

Kidder,  Peabody  &  Co.      Kuhn,  Loeb  &  Co.      Lazard  Freres  &  Co.      Lehman  Brothers       Loeb,  Rhoades  &  Co. 

Incorporated  Incorporeted 

Salomon  Brothers  Smith,  Barney  &  Co.  Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co.         Bache  &  Co. 

Incorporated  Incorporated  Incorporated 

EuroPartners  Securities  Corporation      Paribas  Corporation     Swiss  American  Corporation     Bear,  Stearns  &  Co. 
Alex.  Brown  &  Sons  Clark,  Dodge  &  Co.  Dominick  &  Dominick,  First  Southwest  Company 

Incorporated  Incorporated 

Faulkner,  Dawkins  &  Sullivan  Robert  Fleming  Hayden  Stone  Inc.  Hill  Samuel  Securities 

Securitiei  Corp.  Incorporated  Corporation 

W.  E.  Hutton  &  Co.  Kleinwort,  Benson  Ladenburg,  Thalmann  &  Co.  Inc.  F.  S.  Moseley  &  Co. 

Incorporated 

R.  W.  Pressprich  &  Co.  Rauscher  Pierce  Securities  Corporation  Roosevelt  &  Son  Rotan  Mosle  Inc. 

Incorporated  I  ncorporated 

L.  F.  Rothschild  &  Co.         Shields  Securities  Corporation         F.  S.  Smithers  &  Co.,  Inc.         Spencer  Trask  &  Co. 

Incorporated 

Thomson  &  McKinnon  Auchindoss  Inc.     Tucker,  Anthony  &  R.  L.  Day     G.  H.  Walker  &  Co.     Walston  &  Co.,  Inc. 

Incorporated 
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AUG 113.9 

SEPT 115.0 

OCT.    115.2 

NOV 116.7 

DEC 117.1 

JAN 117.8 

FEB 119.0 

MAR 122.0 

APR 122.5 

MAY    124.0 

JUNE 124.3 

JULY  124.4 

AUG 125.9 

SEPT.  (Prel.)  126.0 


Composed  of  the  following: 
Production 

•  How  mucfi  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 

foibes  Index  Revised 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personat  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  oft?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


This  Year-End  Stock  Market 


There  is  something  unique  about 
year-end  stock  markets.  There  are 
many  year-end  portfoHo  adjustments 
as  well  as  much  loss-taking  and  prof- 
it-taking for  tax  purposes.  Further- 
more, most  of  the  seasonal  reinvest- 
ment demand,  which  is  considerable, 
has  a  higher  impact  in  December  than 
in  January.  All  these  things  are  hard 
to  measure  arithmetically,  but  they 
do  work  together  to  create  a  bulge 
in  volume,  especially  in  the  last  week 
of  December.  Fluctuations  in  individ- 
ual stocks^of  ten  are  due  to  purely  pass- 
ing demand-supply  factors,  and  are 
not  too  significant. 

I  would  expect  less  tax-loss  selling 
this  year  than  usual.  Until  recently, 
1972  has  not  been  an  especially  good 
year  for  the  accrual  of  profits  to  off- 
set; and  I  have  observed  an  un- 
usual amou'\it  of  loss-taking  scattered 
over  the  year.  In  any  event,  "tax-sell- 
ing" usually  has  little  overall  price  in- 
fluence. This  is  because  those  who  sell 
to    accrue    losses    often    immediately 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


buy  something  else  with  the  pro- 
•  ceeds  of  sales.  The  tendency,  more- 
over, is  to  buy  about  the  same  type 
of  security  they  sell.  For  instance,  I 
suspect  that  sellers  of  a  stock  like 
Skyline  would  buy  some  other  mobile 
home  issue  like  Champion  Homes,  and 
that  a  seller  of  General  Development 
might  buy  McCulloch  Oil,  or  vice  ver- 
sa. In  accruing  tax  losses  on  stocks 
that  may  become  or  already  have  be- 
come worthless,  it  always  is  better  to 
write  them  off  in  the  year  they  be- 
come worthless,  or  before  they  become 
worthless.  It  will  save  possible  trou- 
ble with  the  Internal  Revenue  Service. 
Record  an  actual  sale  if  possible. 

The  appetite  for  liberal  dividend 
payers  continues  to  improve.  The  in- 
creased demand  for  stocks  is  coming 
from  individual  investors  rather  than 
from  the  institutions;  and  the  public 
wants  dividend  income  at  least  com- 
parable with  what  it  can  get  in  sav- 
ings banks  and  savings  &  loans. 

There  are  only  a  few  scattered  in- 
dustrials and  rails  which  yield  as 
much  as  5%,  but  almost  all  the  REITs 


(real  estate  mortgage  investment 
trusts)  and  a  majority  of  utilities  pay 
better  than  the  savings  institutions.  I 
think  it  is  fair  to  say  that  the  utilities 
are  more  conservative  than  the 
REITs,  and  that  utility  dividends  are 
safer  and  more  dependable  than 
REIT  dividends.  Hence  the  REITs 
will  yield  more. 

Under  present  conditions,  where 
the  utilities  must  raise  additional  cap- 
ital, power  and  light  dividends  are 
most  unlikely  to  be  reduced  and  in 
many  cases  will  be  moderately  in- 
creased. Even  the  quarterly  dividends 
on  the  REITs  will  vary;  and  when 
and  if  new  houses  and  supermarkets 
don't  sell  as  quickly  on  completion 
as  they  do  now,  some  REIT  mort- 
gages may  not  be  as  desirable  paper 
as  they  are  at  the  moment. 

A  few  rough  and  overgeneralized 
statistics  may  be  of  interest.  Earnings 
on  the  DJ  industrials  in  1972  should 
be  $63  or  $64  a  share,  but  dividends 
on  the  index  will  be  only  about  $31.30 
a  share  (against  just  about  the  same 
in  1969),  which  means  the  dividend 
return  on  the  DJI  is  about  3.05%  on 
a  price  of  1025.  You  can't  get  much 
more  than  3/2%  on  a  diversified  port- 
folio of  top  industrials,  and  the 
chances  are  you  get  less  than  that. 
On  the  other  hand  the  DJ  utilities  will 
pay  about  $6.70  this  year  against 
$6.56  last  year,  and  will  pay  higher 
dividends  for  the  seventh  consecu- 
tive year.  The  DJ  utility  index  is 
around  124,  at  which  the  dividend  re- 
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turn  is  5.40%,  and  some  of  the  utilities 
with  "safe"  dividends  are  yielding  as 
much  as  7%. 

In  my  Dec.  1  column,  I  mentioned 
five  general  areas  of  investment  inter- 
est. I  would  like  to  add  two  more:  1) 
beneficiaries  of  the  improved  farm 
situation,  to  which  the  greatly  in- 
creased demand  for  food  from  Russia 
and  China  has  contributed;  and  2) 
shares  of  companies  which  have  dis- 
iCovered,  or  will  discover,  substantial 
new  reserves  of  oil  and  gas  in  the  U.S. 
The  latter  make  a  contribution  to  the 
solution  of  the  balance-of-payments 
problem,  which  is  constantly  exacer- 
bated b>'  large  purchases  of  oil  abroad. 

In  the  first  category  I  am  thinking 
of  Deere  6-  Co.  (47),  International 
Harvester  (39),  Massey-Ferguson 
(19)  and  White  Motor  (16).  Both 
Deere,  which  probably  is  strongest  in 
farm  equipment,  and  International 
Harvester,  which  is  almost  as  impor- 
tant in  heaw  trucks  as  it  is  in  farm 
machineiy,  are  of  investment  quality. 
Massey  has  less  U.S.  market  emphasis 
than  tlie  other  three,  but  is  very  strong 
in  Canada  and  abroad.  White  Motor, 
of  course,  is  highly  speculative,  but 
this  company  has  a  lot  going  for  it 
just  now  to  ameliorate  its  problems. 

In  the  oil  discovery  category,  I  sup- 
pose the  Alaska  companies  like  At- 
lantic Richfield  (76)  and  Standard 
Oil  of  Ohio  (94)  are  the  most  obvi- 
ous. A  development  company  with  a 
high  potential,  especially  in  gas,  is 
Forest  Oil  (over-the-counter,  around 
23).  Others  will  occur  to  readers.  As 
an  aside,  in  view  of  the  contribution 
of  imports  to  the  balance-of-payments 
problem.  Congress  should,  and  prob- 
ably will,  think  twice  before  eliminat- 
ing any  tax  incentives  for  those  who 
will  explore  for  oil  and  gas. 

The  Market  in  '73 

Many  are  asking  what  the  stock 
market  will  do  after  the  turn  of  tlie 
year.  It  seems  to  me  that  this  will  de- 
pend on  how  it  behaves  over  the  next 
four  to  six  weeks.  If  it  "goes  wild" 
both  in  the  DJI  and  in  quahty  partic- 
ipation over  the  near  term,  it  will  be 
more  vulnerable  in  February  and 
March.  If  it  stays  as  measured  and  or- 
derly as  it  did  in  the  latter  weeks  of 
November,  the  first  quarter  of  1973 
may  not  see  that  decline  so  many  peo- 
ple are  talking  about.  There's  one 
thing  to  keep  in  mind:  When  the  DJI 
goes  up  100  points  from  here  it  means 
less  than  a  lOT  rise  in  prices  for  cjual- 
ity  stocks.  Some  people  simply  look  at 
the  100  points  rather  than  the  10%. 
A  good  measure  of  the  (juality  of  the 
rise  always  is  the  ratio  between  shares 
traded  on  the  NYSE  and  shares  trad- 
ed on  the  ASE.  Thus  far  the  ratio 
has  been  far  under  the  danger  jioiiil." 
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the  new 
market 


Goldstein,  Samuelson,  Inc.  pioneers 

a  dramatic  surge  o£  investor  interest 

in  commodity  options. 


One  of  today's  most  significant  financial 
stories  concerns  the  new  wave  of  investor 
interest  and  participation  in  the  commodity 
futures  market. 

The  key  to  this  new  investor-interest 
is  the  commodity  option.  It  allows  inves- 
tors to  speculate  in  the  volatile  commodity 
futures  markets  with  peace  of  mind.  Com- 
modity options  give  commodity  traders  what 
is  possibly  the  most  important  profit  advan- 
tage over  the  futures  markets  — time.  Com- 
modity options  do  this  by  protecting  the  in- 
vestor against  margin  calls,  deficit  accounts, 
and  forced  liquidations. .  .the  very  stumbling 
blocks  that  have  discouraged  wide-spread 
investor  participation  in  the  commodity  fu- 
tures markets  in  the  past.  Commodity  op- 
tions are  an  important  new  market  — and 
the  Goldstein,  Samuelson  sales  graph  below 
shows  their  rapid  rise  to  popularity. 
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Although  competition  has  emerged  since 
we  re-introduced  the  commodity  option  to 
the  United  States  in  April  of  1971,  Goldstein, 
Samuelson's  position  of  sales  leadership  in 
commodity  options  has  never  been  seriously 
challenged. 

GOLDSTEIN^  SAMUELSON,  INC.  IN- 
VESTOR ADVANTAGES- We  believe 
that  an  investor  should  take  a  close  look  at 
the  firm  he  entrusts  with  his  money.  We  in- 
vite serious  investor  interest  in  Goldstein, 
Samuelson.  Inc.,  and  we  advance  the  follow- 
ing points  as  reasons  for  our  continuing  lead- 
ership in  the  new  market. 

INVESTOR  INFORMATION-  Gold- 
stein, Samuelson,  Inc.,  maintains  a  fuUy- 


staff'ed  research  department  that  keeps  a 
close  watch  on  all  seven  commodities  in 
which  we  offer  options  — silver,  silver  coin, 
copper,  cocoa,  world  sugar,  platinum,  and 
plywood.  Because  of  the  intense  volatility 
of  these  commodities,  the  investor  must 
have  reliable,  up-to-date,  professional  infor- 
mation. Our  research  department  authors 
a  weekly,  independently  prepared  "Com- 
modity Option  Evaluator,"  and  regular 
in-depth  reports  analyzing  long-term  out- 
looks in  the  particular  commodities.  These 
reports  are  published  exclusively  for  Gold^ 
stein,  Samuelson,  customers,  and  are  avail- 
able free  of  charge  to  our  clients. 

INVESTMENT  PROTECTION  -  Gold- 
stein, Samuelson's  hedging  policy  is  one  of 
the  most  efl'icient  and  reliable  in  the  entire 
commodity  option  sales  industry.  We  strive 
to  come  as  near  to  a  "perfect"  hedging  posi- 
tff»n  as  is  feasible  by  matching  every  dollar 
of  our  customers'  profit  in  their  options  with 
a  dollar  in  the  actual  futures  markets.  This 
is  done  by  a  sophisticated,  fully  computer- 
ized process  that  assesses  our  total  option 
liabilities  on  a  daily  basis  — and  in  turn  dic- 
tates our  total  futures  positions  on  a  daily 
basis.  It  guarantees  that  profits  due  our 
customers  are  largely  available  from  the  fu- 
tures markets:  Goldstein,  Samuelson,  Inc., 
also  retains  other  liquid  assets  sufficient  for 
these  purposes.  Goldstein,  Samuelson,  was 
the  first  commodity  option  sales  firm  to  rec- 
ognize and  utilize  computer  technology  to 
keep  pace  with  the  rapidly  fluctuating  mar- 
ket positions  required  for  a  sound  hedging 
program. 

Today,  if  every  commodity  option  owned 
by  our  customers  were  exercised  simultane- 
ously (this  would  be  roughly  equivalent, 
say,  to  all  of  a  life  insurance  company's  poli- 
cyholders dying  simultaneously),  we  would 
only  have  to  use  a  portion  of  our  assets  to 
make  total  payment.  This  strength  is  reflec- 
ted in  our  current  financial  statement,  and 
is,  we  believe,  due  in  large  part  to  our  exclu- 
sive and  sophisticated  hedging  process. 

EFFICIENT  SERVICE  -Today  we  have 
grown  to  26  offices  in  the  United  States,  and 
four  international  offices.  To  keep  pace  with 
this  ever-increasing  demand  for  our  com- 
modity options,  we  have  retained  a  highly- 


regarded  Dallas-based  computer  technology 
and  systems  firm,  well-experienced  and 
highly  knowledgeable  in  brokerage  house 
and  financial  services  operations,  to  design 
and  aid  in  the  implementation  of  our  en- 
tire back-office  operation.  For  investors,  this 
means  speed,  efficiency,  and  courteous  serv- 
ice on  every  transaction. 

AN  INVITATION  TO  INVESTORS - 
Mail  in  the  coupon  below  and  we'll  send 
you  some  background  information  on  Gold- 
stein, Samuelson,  Inc.,  and  some  fascinating 
facts  about  commodity  options ...  the  new 
market. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Will  They  Come  Back? 


"They,"  of  course,  are  the  individual 
investors,  traders  or  speculators  who 
have  been  staying  away  from  Wall 
Street  in  droves,  and  who  for  the  past 
several  years  have  sold  more  stocks 
than  they  bought.  This  has  been  ob- 
vious in  the  odd-lot  statistics  which, 
however,  do  not  mean  much  anymore. 
It  has  been  equally  obvious  in  the 
preponderance  of  mutual  fund  re- 
demptions over  new  sales.  Further- 
more, according  to  NYSE  reports,  the 
private  ownership  of  common  stocks 
over  the  years  has  been  diminishing 
in  favor  of  institutional  holdings. 

Is  this  trend  likely  to  continue,  or 
will  it  be  reversed?  The  losses  suffered 
in  the  great  bear  market  of  1969-70 
have  left  deep  scars.  Many  investors 
feel  that  they've  had  it  and  that  the 
stock  market  is  no  place  for  them. 
They  also  believe,  perhaps  with  much 
justification,  that  they  are  being  taken 
for  suckers  by  the  pros,  that  they  are 
being  sucked  into  buying  the  Bausch 
&  Lombs,  the  Levitzes  or  the  Curtiss- 
Wrights  at  the  time  when  the  pro- 
fessionals are  bailing  out. 

However,  the  greatest  disappoint- 
ment for  the  individual  investor  is  the 
fact  that  the  stocks  of  the  most  wide- 
ly held  corporations— American  Tele- 
phone, General  Motors  and  Jersey 
(pardon  me,  Exxon),  not  to  mention 
steels  and  other  metals— are  still  sell- 
ing below  the  highs  reached  in  the 
Sixties.  Thus  they  failed  to  provide 
protection  against  inflation,  one  of  the 
supposed  functions  of  a  common  stock, 
and  during  a  period  when  inflation 
was  at  its  worst. 

Of  course,  there  are  exceptions. 
Many  people  made  fortunes  by  holding 
on  to  stocks  like  Walt  Disney,  Schlum- 
berger,  etc.,  but  they  are  sitting  happi- 
ly on  their  portfolios  and  do  not  par- 
ticipate actively  in  the  market. 

The  high  cost  of  buying  and  selling 
—$135  for  a  100-share  round-trip  in 
a  $50  stock— has  also  been  cited  as  a 
factor  that  keeps  the  public  out  of  the 
market.  The  advantage  of  the  institu- 
tional investor  with  multimillion-dol- 
lar transactions  is  obvious,  as  his  com- 
mission cost  is  often  less  than  one- 
quarter  of  what  the  public  has  to  pay. 

Finally,  back  in  1970  the  disen- 
chanted stock  investor  was  easily  lured 

Mr.    Biel    is   a   senior  vice   president  of  the   NYSE 
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into  buying  high-grade  bonds  with 
coupons  of  over  9%.  This  was  tough 
competition  for  stocks,  and  it  is  con- 
tinuing, though  to  a  lesser  degree. 

All  these  factors  are  as  valid  today 
as  they  were  in  recent  years,  but  one 
should  not  forget  that  human  nature 
has  not  changed.  If  a  somewhat  stodgy 
blue  chip  like  American  Telephone 
can  rise  30%  within  three  months,  peo- 
ple will  begin  to  wonder  whether 
they  have  not  been  missing  something. 
When  a  market  really  moves,  like  the 
hundred-point  advance  in  the  DJI 
between  mid-October  and  November, 
the  commission  cost  begins  to  look  far 
less  forbidding.  At  the  same  time,  the 
presently  prevailing  bond  yield  of 
around  7/*%  is  less  alluring.  Who  thinks 
of  income  if  there  is  a  good  chance 
for  capital  gains  without  undue  risk? 

By  raising  margin  requirements  last 
month,  the  Federal  Reserve  more  or 
less  sanctioned  the  existence  of  a  bull 
market,  at  least  according  to  Ralph 
A.  Rotnem,  the  sage  market  analyst 
and  historian.  His  studies  show  that 
each  one  of  the  ten  margin  increases 
since  1945  was  followed  by  more  or 
less  substantial  stock  market  advances, 
ranging  from  7.6%  to  36.7%,  and  av- 
eraging 23.9%.  The  average  duration 
of  the  rise  was  12.7  months.  Although 
ten  out  of  ten  does  not  preclude  excep- 
tions to  the  rule,  it  is  a  comforting 
thought  that  the  odds  strongly  favor 
higher  prices  in  the  months  ahead. 

7hey  Will  Return 

There  are  signs  of  the  public's  re- 
turning interest  in  the  stock  market. 
The  stocks  which  have  been  perform- 
ing best  in  the  last  couple  of  months 
are  the  solid  stocks  of  major  corpora- 
tions which  were  selling  at  modest 
multiples  and  paying  reasonable  divi- 
dends. They  are  the  slow-growth 
stocks  which  appeal  much  more  to  the 
public  than  to  the  institutional  inves- 
tors, who  have  been  and  still  are  will- 
ing to  pay  rather  fancy  prices  for 
rapid  growth.  The  list  of  new  highs 
reflects  this  shift  in  market  sentiment. 

Market  analysts  are  always  carefully 
watching  the  relative  trading  volume 
on  the  NYSE  vs.  the  American  Stock 
Exchange.  After  hovering  around  20% 
for  a  long  while,  ASE  trading  recently 
has  increased  to  about  25%  of  the 
NYSE  volume,  suggesting  an  increase 


in  speculative  activity.  This  ratio,  how- 
ever, is  still  far  below  the  level  where 
the  warning  bells  ring  announcing  that 
speculation  is  becoming  excessive. 

*   *  * 

Overcapacity  has  been  the  bane  of 
the  paper  industry  for  years.  It  now 
seems  likely  that  in  the  foreseeable 
future  the  demand  will  outpace  new 
production  facilities,  and  profits  should 
reflect  the  improved  demand-supply 
relationship.  I  favor  Union  Camp  (45) 
<and  International  Paper  (41). 

The  prejudice  against  railroad  stocks 
is  widespread  and  largely  justified, 
but  prejudice  should  not  be  blind. 
Southern  Pacific  (47),  for  example, 
raised  its  quarterly  dividend  twice  this 
year,  from  50  cents  to  52  cents,  and 
again  from  52  cents  to  54  cents.  Earn- 
ings will  be  comfortably  above  $4  a 
share,  an  all-time  high. 

The  stock  of  First  National  City 
(69),  which  I  consider  the  most  imag- 
inatively and  aggressively  managed 
major  bank,  has  had  a  10%  setback 
following  a  huge  advance  earlier  tliis 
year.  It  is  true  that  FNC  is  selling  at 
a  far  higher  earnings  multiple  than  all 
other  NYC  bank  stocks,  but  that's  the 
price  one  pays  for  superior  perform- 
ance. Profits  in  1972  are  estimated  at 
around  $3.55  a  share,  and  projections 
for  1973  are  in  the  $4  area. 

Du  Pont  (175)  has  had  its  prob- 
lems, and  investors  have  justification 
for  disappointment  over  the  meager  re- 
sults of  the  incredibly  large  capital  in- 
vestments which  totaled  over  $4  bil- 
lion over  the  past  ten  years.  That  is 
equal  to  $85  a  .share!  However,  there 
are  definite  indications  of  improve- 
ment. Earnings  are  headed  for  new 
highs,  if  not  this  year  then  almost  cer- 
tainly in  1973.  Expectations  are 
around  $8.40  a  share  in  1972  and 
well  over  $9  next  year.  This  high- 
quality  stock  deserves  inclusion  in  a 
conservative  investment  portfolio.  This 
year's  dividends  were  $5.45  a  .share. 

I  have  previously  (Forbes,  Aug.  15 
and  Dec.  15,  1971)  written  about 
Gannett  Co.  (35),  the  fast-growing 
chain  of  newspapers,  now  comprising 
some  54  dailies,  mostly  in  medium- 
sized  cities  and  in  suburbia.  Gannett's 
record  is  impressive.  The  company's 
aggressive  acquisition  program  has  not 
impaired  its  profit  margins,  and  per- 
share  earnings  are  increasing  at  a  fast 
pace.  Earnings  this  year  are  expected 
to  reach  $1.20  a  share,  a  gain  of  about 
20%  over  last  year  and  almost  twice 
as  much  as  the  61  cents  in  1968.  Like 
many  other  high-multiple  stocks,  the 
price  of  Gannett  has  reacted  from  its 
midsummer  high  of  41)2.  While  this 
stock  is  still  not  cheap  by  conventional 
standards,  I  believe  that  this  compa- 
ny's record  merits  its  present  price/ 
earnings  ratio  of  about  29.  ■ 
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Send  today  for  United's  look  into  the  future 

United's  1973 

Forecast  for  Stocks 

and  the  Economy 

The  well-known  yearly  projection  in  clear,  unhedged  language 

of  what  United  predicts  for  the  coming  year  will  be  sent  to  you 

promptly,  when  you  mail  the  coupon  below.  You  get  the 

results  of  United's  experience  in  a  penetrating  analysis  of 

these  16  vital  subjects: 

Commodities  Foreign  Affairs 

Autos/Steel  Labor 

Retail  Trade  Dividends 

Building  Agriculture 

Production  Capital  Spending 


Stock  Market 
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Bond  Market 
Money  &  Credit 
Earnings 


Plus 


United's  selections 
including  our  analysis  of  profit  potential  and  risk 

•  1 2  Promising  Stocks  United  Specially  Favors 

•  SQuality  Growth  Stocks 

•  5  Stocks  fer  the  Speculator 

PLUS  THESE  2  BONUS  REPORTS 

Retirement  Now 

If  you  are  thinking  about  easing  off .  .  . 
United  lias  picked  an  8  issue  portfolio 
designed  to  yield  a  $300  per  month 
income  now.  We  think  these  issues  give 
you  an  opportunity  for  higher  income  and 
gain,  too,  with  reasonable  safety. 


Retirement  Later 

United  has  selected  a  portfolio  we  believe 
has  better  than  average  growth  potential. 
Most  of  the  companies  have  grown  faster 
than  the  economy  over  the  past  decade, 
and  while  there  is  always  risk,  they  stand 
a  good  chance  of  doing  so  in  the  '70's. 


Plus 

a  4-week 

subscription 

to  United 

Reports 

FILL  OUT  AND  MAIL  THIS 
COUPON  TODAY 


!   This  entire  paclcage  only  $2 

5       4  weeks  of  United  Reports  alone  is  a  S7  value 
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•  1973  Forecast 
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If  you  too  believe  the 
investment  future 
appears  bright  for 
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NO  LOAD 
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NO  SALES 
COMMISSION 

NO  REDEMPTIOr 
FEES 
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self  empl( 
investmen 

a  no-load  mutual  fund 
4     founded  in  1955 

,  corporate  and 
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j  Energy  Fund  oept.  F 

I    120  Broadway,  N.Y.C.  10005  (212)  233-5900 


Please  send  free  prospectus  and  other  material. 
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CAN  YOU  PASS 
THIS  FUND  QUIZ? 

1.  How  can  risk  of  loss  be  reduced  when 
you  invest  in  Mutual  Funds? 

2.  For  Income,  Performance  in  UP  &  DOWN 
markets,  how  do  the  5  TOP  No-Load  com- 
pare with  the  5  TOP  Load  funds? 

3.  WHICH  58  funds  have  performed  well  in 
both  UP  and  DOWN  markets? 

4.  Of  480  funds,  only  4  are  rated  Above- 
Average  for  Growth  —  Income  —  Stability 
combined.  Name  the  4. 

5.  WHICH  were  the  TOP  PERFORMING 
funds  in  each  year  of  the  past  8  years, 
1964  through  1971? 

If  you  flunk  this  quiz  get  FundScope,  the 
monthly  Mutual  Fund  Magazine  —  a  think- 
ing man's  guide  to  mutual  funds.  Money- 
making,  money-saving  answers  to  these  and 
many  more  questions  will  arrive  with  your 
3-month  trial  subscription. 

SPECIAL  BONUS  OFFER 

(new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  Includes  FundScope's 
Annual  APRIL  '72  MUTUAL  FUND  GUIDE- 
a  532-page  book  with  all  the  vital  informa- 
tion you  need  on  more  than  460  funds. 
(THIS  GUIDE  ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you 
prefer  the  above  offer  with  a  money-saving 
14-month  subscription,  send  $60.00  (10  day 
returnable  guarantee).  Include  ZIP.  No 
salesman  will  call.  Not  sold  on  stands. 

FundScope,  Dept.  F-44,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Cal.  90067 


TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


The  Dow  And  The  Market 


Perhaps  predictably,  one  conspicuous 
result  of  the  Dovv's  push  through  ^ 
1000,  in  mid-November,  was  a  tidal 
wave  of  verbiage  from  stock  market 
analysts  and  financial  reporters.  May 
readers  forgive  me  for  adding  still 
more  to  this  torrent! 

Having  waded  my  way  through  the 
flood,  I  think  it's  fair  to  say  that  most 
commentators  either  tended  to  over- 
play the  importance  of  Dow  1000- 
plus  or  to  underestimate  it.  True,  it 
was  an  unprecedented  milestone  in 
the  88-year  record  of  this  average; 
but  true,  also,  the  Dow  is  not— and 
for  years  has  not  been— thoroughly 
representative  of  "the  market."  The 
Dow  includes  only  30  major  so-called 
industrial  stocks  listed  on  the  New 
York  Stock  Exchange,  where  another 
1,800  or  so  stock  issues  are  traded  in 
daily;  in  addition,  around  1,300  stock 
issues  change  hands  each  day  on  the 
American  Stock  Exchange;  and  o\'er- 
the-counter  dealers  make  markets  in 
over  3,200  unlisted  stocks. 

But  it's  a  fact,  too,  that  the  Dow's 
30  components  account  for  about  25% 
of  the  market  value  represented  by 
all  common  shares  listed  on  the  Big 
Board  and  that  their  shareholders 
make  up  a  large  segment  of  tlie  in- 
vestor population,  directly  and  indi- 
rectly (through  mutual  and  pension 
funds,  insurance  companies'  port- 
folios, etc.).  And  it  is  a  further  fact 
that  the  trend  direction  of  the  Dow's 
price  movement  has  usually  been  fol- 
lowed, sooner  or  later,  by  the  rest  of 
the  stock  market. 

A  Peak  Scaled 

Whatever  one  can  say  for  or  against 
the  Dow,  its  seemingly  indestructible 
preeminence  is  perhaps  most  securely 
rooted  in  "seniority"— it  was  there  first. 
It  has  been  computed  and  published 
—daily,  hourly,  and,  in  modern  times, 
half-hourly— for  more  than  three  gen- 
erations of  investors,  longer  than  any 
other  stock  price  index.  Thus,  inves- 
tors the  world  over  are  firmly  condi- 
tioned to  equate  the  Dow  with  the 
American  stock  market,  rightly  or 
wrongly,  and  there  is  nothing  anyone 
has  so  far  been  able  to  do  about  it. 
Stockbrokers,  analysts,  reporters,  even 
politicians    wanting    to    communicate 

Mr.  SchuU  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,  Inc. 


efficiently  with  clients,  readers,  or 
voters  must  talk  about  the  stock  mar- 
ket in  terms  of  the  Dow.  The  Dow 
is  standard  shorthand  for  "the  mar- 
ket," and  reference  to  statistically 
sounder  but  less  well-known  price  in- 
dices risks  failure  of  communica- 
tion; of  course,  the  writer  (or  speak- 
er) could  explain,  but  he  usually 
works  under  conditions  of  prohibi- 
tively limited  time,  space  and  atten- 
tion spans. 

If  you  bear  these  aspects  of  the 
Dow  in  mind,  you  can  understand 
why  a  new  all-time  high  above  1000 
can  make  investors  feel  better  about 
the  stock  market,  especially  because 
the  average  first  touched  the  line  in 
1966,  then  failed  to  breach  it  in  1968 
(both  times  with  bear  market  con- 
sequences), and  backed  away  from 
the  high  900s  no  less  than  three  times 
this  year  alone.  Dow  1000-plus  means 
frustration  overcome,  a  peak  scaled, 
victory  for  our  team.  Never  mind  that 
other  broader-based  price  indices 
posted  new  all-time  highs  in  1968 
and  several  times  since  last  spring. 

But  it's  also  a  fact  that  still  other 
broad-based  price  indices,  differently 
constructed,  .show  a  lot  more  realisti- 
cally what  most  investors  find  out 
when  they  look  at  the  list  of  their 
own  lioldings:  Namely,  that  "the  mar- 
ket," a  large  majority  of  common 
stocks  traded  on  the  NYSE  and  ASE 
and  over-the-counter,  is  nowhere  near 
highs  posted  in  1968,  let  alone  at 
new  all-time  highs. 

Take,  for  example,  the  Value  Line 
Investment  Survey's  l,400-st()ck  com- 
posite, an  unweighted  average  that 
cuts  across  these  three  market  places 
and  is  probably  a  fair  mirror  of  the 
average  investor's  real-hfc  experience. 
This  index  now  stands  about  where 
it  was  in  early  1965,  when  the  Dow 
first  hit  900.  Worse,  it  still  has  some 
way  to  go  to  better  its  spring  1972 
highs,  and,  believe  it  or  not,  il's  slill 
almost  40%  below  a  1968  record  high. 

So,  if  all  the  hoopla  about  llu>  Dow 
above  1000  has  wakened  \()u  to  the 
fact  that  your  stock  holdings  haven't 
made  much  price  progress  in  recent 
years,  or  even  that  you're  still  in  the 
red  as  against  1968  values,  don't  get 
feelings  of  inferiority,  it's  a  common 
experience.  And  don't  say,  to  hell  with 
the    Dow,    either.    The    Dow    is    not 
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meaningless,  and  it  has  its  uses.  As 
already  noted,  it  tends  to  set  the  tone 
of  the  stock  market  climate  (right  now, 
on  an  encouraging  note).  As  a  result, 
it  tends  to  lead  the  market  at  large. 
In  the  present  situation,  I  think  it  is 
going  to  lead  a  majority  of  stocks  to 
price  levels  above  highs  registered 
earlier  this  year,  mostly  in  spring, 
when  the  Dow  first  reached  970-980. 

Action  for  the  Laggards 

For  many  stocks,  that  could  mean 
substantially  greater  percentage  gains 
ahead  than  for  the  Dow.  Around  mid- 
November,  the  Value  Line  composite 
needed  to  rise  about  10%  just  to  match 
its  April  1972  high.  Now,  if  this  index 
manages— as  the  Dow's  pacemaker 
performance  suggests  it  could— to 
climb  through  that  April  high,  it  will 
have  completed  its  fluctuations  of  the 
past  three  years  as  a  large,  long-term 
base,  roughly  analogous  to  the  base 
structuie  traced  out  by  the  Dow  since 
1966  (see  this  column  for  Nov.  15 
and  Dec.  1). 

To  the  technical  analyst,  that  ac- 
tion would  mean  the  market  at  large 
was,  at  last,  conclusively  reversing  its 
1969-70  bear  market  and  thus  giv- 
ing many  laggard  stocks  a  technical 
opportunity  to  retrace  much  more  of 
theii"  declines  from  highs  posted  in  the 
late  1960s  than  they  have  succeed- 
ed so  far  in  doing.  In  tenus  of  the  VL 
composite,  this  implies  scope  for  an 
advance  of  as  much  as  60%  from  cur- 
rent levels.  Of  course,  exploiting  any 
major  part  of  this  scope  could  take 
several  years,  much  like  the  Dow's 
30%-40%  technical  uptrend  potential 
discussed  here  on  Dec.  1  and  Nov.  15; 
and  meanwhile  there  are  going  to  be 
downs  as  well  as  ups. 

In  a  technical  sense,  the  hike  in 
stock  market  margin  requirements  im- 
posed by  the  Federal  Reserve  Board 
over  Thanksgiving  is  probably  of  no 
great  immediate  importance.  The 
long-term  record  shows  that  it  has  al- 
ways taken  at  least  two  such  increases 
to  stop  a  bull  market,  and  even  then 
the  inhibiting  effect  was  slow  to  make 
itself  felt.  Bull  markets  have  tended 
to  survive  peaks  in  margin-account 
debit  baiances  by  a  good  many 
months.  In  this  instance,  there  is  lit- 
tle reason  to  think  that  a  margin  boost 
from  55%  to  65%  will  soon  produce  a 
steady  drop  in  total  debits.  Besides, 
the  market  succeeded  in  staging  sub- 
stantial gains,  on  balance,  between 
late  1963  and  mid-1968  with  mar- 
gins at  70%  throughout.  Modem  bull 
markets  arfe  made  for  tlie  most  part 
by  cash  buyers,  and  there  is  undoubt- 
edly plenty  of  cash  around  in  this 
countiy  and  also  abroad,  where  in- 
vestors seem  to  be  taking  a  newly 
active  interest  in  U.S.  stocks.   ■ 
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Growth  of  Market  Value  & 
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The  Fund  seeks  long  term  growth  opportunities  and  does  not 
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ward advice,  forecasts,  charts,  ratings, 
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about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 
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Ify()iiliaveS2(MM)0 
or  more  in  the  market, 

let  me  manage 
halfof  ittbroneyear. 


■^ 


Of  course,  I  do 
not  know  just  what  your  personal 
financial  goals  are,  but  I  do  know 
they  are  important  to  you. 

I  am  a  personal  investment 
counselor.  Have  been  since  1938, 
I  manage  other  people's  invest- 
ment dollars.  I'd  like  to  manage 
half  of  your  portfolio  for  one  year, 
then  let  you  decide  who  ought  to 
do  the  whole  job. 

My  staff  and  I  are  not  brokers. 
We  have  no  commissions  to  earn, 
no  mutual  funds  to  sell.  We  con- 
centrate in  managing  many  mil- 
lions of  dollars  for  people  who 
have  looked  into  what  we  do,  liked 
what  they  saw,  and  who  want  us 
to  manage  their  .securities  by  the 
same  principles  we  use  in  manag- 
ing our  own  money. 

We  have  great  humility  about 
the  problems  in  investing.  How- 
ever, we  believe  the  long-range  fu- 
ture of  American  business  is 
.sound.  We  think  further  inflation 
is  inevitable.  And  1  have  personal 
confidence  our  management  plan 
may  help  you  make  your  financial 
future  more  comfortable. 

If  you  would  like  specifics, 
write  for  our  48-page  booklet. 
"Personal  Investment  Counsel." 
Read  it.  Then  decide  if  you'll  ac- 
cept my  challenge. 

Mansfield  Mills  Inc. 

791«  Ivanhoe  Ave,.  Dept.  K-12-15 
La  Jolla,  California  92037 


AUTHORS  WANTED  BY 
NEW  YORK  PUBLISHER 

Treading  book  publisher  seeks  manuscripts  of  all 
types:  fiction,  non-fiction,  poetry,  scholarly  and 
juvenile  works,  etc.  New  authors  welcomed.  For 
complete  information,  send  for  free  booklet  W-61 
Vantage  Press,   516  W.  34  St.,  New  York  10001 


COMPUTERIZED  PORTFOLIO 
TAX  RECORDS 

Actual  performance  reports  and  record  system 
for  your  securities.  As  low  as  $99  yearly. 

SFor  detaHs,  write  or  cal/: 
SI  l.\REHOLDERS  DMA  CORPORATION 

711  Wilcox  Bldt    •     Portland.  Ore(on  97204     •     {5031222-9251 


1V4LL  STREET  VIEW 

By  Robert  Stovall 


Dow  Over  1000! 

What's  It  Done  For  You? 


Has  Dow  1000  put  a  nice  bulge  in 
your  portfolio?  It  hasn't?  Don't  get  an 
inferiority  complex.  You're  not  alone. 

Dow  1000-plus  lias  been  produced 
by  tlie  same  forces  that  have  given 
the  stock  market  most  of  whatever 
strength  it  has  had  recently:  the 
growth  stocks.  What  produced  a  rec- 
ord liigh  on  the  Dow  wasn't  the  bulk 
of  stocks;  many  of  tliem  are  still  near 
their  1970  lows.  It  was  the  Dow's 
weighting  toward  high-priced  growth 
stocks  wliich  pioduced  the  record. 

I  don't  have  the  space  here  to  go 
into  the  arithmetic,  but  if  some  of  the 
Dow'^  high-priced  growth  stocks  are 
split  in  the  near  future,  the  Dow's 
volatility  will  increase  apace.  It  could 
get  to  the  point  where  10-,  20-,  .30- 
point  daily  swings  would  be  common- 
place. This  will  make  the  Dow  e\en 
more  e.vciting,  but  not-  necessarily  a 
belter  overall  measure. 

Of  course,  we  could  sol\e  llie  j^rob- 
lem  by  splitting  the  Dow.  This  would 
at  least  have  the  advantage  of  re.scu- 
ing  those  sages  who  got  into  print  pre- 
dicting a  drop  in  the  Dow  to  .500! 

The  Three  Sisfers 

So  much  for  the  magical  1000 
mark.  To  get  a  real  feel  lor  what  is 
going  on  in  the  collective  imestment 
psyche  of  the  public-  investor,  I  turn 
back  to  two  of  my  pet  theories— the 
Three  Sisters  syndrome  and  the  C.vw- 
eial  .Motors  bellwetlier.  In  Kohbes  Jan. 
1.5  I  commented  on  the  Three  Sisters: 
American  Telephone  &  Telegraph, 
Cieneral  .Motors  and  IHM. 

These  three  giants  are  distin- 
guished, respectively,  by  being: 

The  world's  largest  utility  with  the 
largest  number  of  shareholders  (3 
million). 

The  largest  industrial  company  in 
the  world,  whose  total  revenues  at  oxer 
$28  billion  exceed  the  gross  national 
product  of  most  industrial  nations, 
and  whose  net  income  ol  about  .$2 
billion  is  about  7  times  the  total  earn- 
ings of  all  class  one  railroads. 

And,  finally,  the  foremost  office 
ecpiipnienl  manager,  wIio.se  total  e(|ni- 
ty  value  at  around  .$4.5  billion  stands 
in  a  place  alone,  e\en  though  its  net 
income  is  about  half  CM's. 


Mr.  Stavall  is  a  vite  president  of  the  NYSE  firm  of 
Reynolds  Securities  liii. 


My  penchant  for  keeping  things 
simple  leads  me  to  comment  on  the 
price  action  of  these  Three  Sisters 
rather  than  dissecting  the  Dow  in 
print.  When  all  three  are  moving  in 
concert,  either  down  or  up,  it  gives  me 
a  good  reading  as  to  general  investor 
attitudes.  Currently,  we  have  two 
broad  smiles  and  one  grin. 

Anicricnu  Telephone  (52)  has  been 
a  perlormance  slock  since  Labor  Day. 
•Management's  predictions  of  higher 
earnings  have  been  coming  through 
with  .$4.25  per  .share,  a  consensus 
estimate  for  1972.  The  Federal  Com- 
mum'cations  Commission  has  approved 
a  substantial  rate  increase  for  inter- 
slate  operations,  allowing  an  8.5%  to 
9%  rate  of  return  on  capital,  com- 
pared with  th(>  7*  to  7.5^  rate  al- 
lowed in  the  1967  decision.  The  com- 
pany asked  for  more,  naturally,  but 
utility  analysts  consider  this  a  real- 
istic decision  which  should  have 
efjually  positi\e  implications  on  pend- 
ing rate  cases  before  numerous  state 
commissions  on  inlraslate  business. 

The  management  has  promised  not 
to  sell  additional  ('(juily  until  the  price 
of  the  common  approaches  $61,  and  it 
has  recently  floated  a  ■$5()()-million 
debt  financing.  Potential  earnings  are 
forecast  at  S5  a  share  or  better  some 
time  in  the  future  and,  with  the  divi- 
dend having  lecenlly  been  increased 
to  a  $2.80  annual  rate,  additional  en- 
thusiasm for  AT&T  shares  would  not 
be  surprising. 

Again  leHccting  better  corporate 
prospects  and  investor  psychology  im- 
proved by  a  generous  dividend  pay- 
out, (.leneial  Motors  (81)  shares  are 
experiencing  a  minor  revival.  The 
third  quarter  showed  results  which 
might  have  been  influenced  by  super- 
conservative  accounting,  along  with 
luoduction  stoppages  at  two  key 
plants  and  minislrikes  elsewlu're.  Even 
so,  sales  should  be  at  a  new  high  for 
1972,  with  earnings  per  share  esti- 
mated at  $7.10.  Assuming  general 
economic  cost-price  increases  are 
granted  and  no  major  strike,  CM  may 
earn  as  much  as  $8. 10  in  1973.  which 
would  be  a  socko  performance  and  an 
all-time  high.  This  year's  $4.45  divi- 
dend should  be  increased  by  the  4% 
maximum  allowable  at  least  for  1973. 

Despite  a  juslice  Department  prop- 
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osition  to  split  IBM  (390)  into  an  un- 
specified number  and  variety  of  inde- 
pendent companies,  the  stock  has  re- 
covered some  40  points  from  the  low 
of  Oct.  17,  when  the  current  action 
was  instituted.  Actually,  this  is  a  fol- 
low-on action  to  a  complaint  filed  on 
the  final  business  day  of  the  Johnson 
Administration.  The  magnitude  of  the 
legal  case  involved  is  almost  incom- 
prehensible because  of  IBM's  size,  di- 
versity and  importance  in  every  area 
in  which  it  operates.  More  specific 
to  investors  this  year  and  next,  how- 
ever, is  the  generally  accepted  esti- 
mate that  IBM  may  earn  $11  a  share 
this  year,  a  17.3%  increase  from  1971's 
income  of  $9.38  a  share  on  record 
revenues  of  $8.27  biUion.  IBM's  price/ 
earnings  multiple  has  exceeded  40 
in  eight  out  of  the  past  ten  years, 
being  a  product  of  investor  psycholo- 
gy, which  may  widen  the  current  grin 
into  a  smile  in  1973. 

In  short,  the  Three  Sisters  are  hap- 
py, and  for  me  this  means  more  than 
a  new  high  on  the  Dow. 

Bellwether  Revisited 

A  sure  way  to  get  a  response  from 
Forbes  readers  is  to  comment  on 
the  General  Motors  bellwether.  This 
closely  watched  signal  gave  a  sell 
alert  on  Aug.  7,  a  helpful  hint  of  what 
the  next  two  months  would  bring. 
According  to  my  interpretation  of  the 
theory,  bellwether  adherents  had  to 
adopt  a  cautious  stance  that  day  be- 
cause four  months  had  passed  during 
an  uptrend  phase  without  the  stock 
being  able  to  register  a  price  higher 
than  its  previous  high  during  the  "all 
clear"  period.  GM  stock  then  made  a 
series  of  lov/tir  lows  under  the  new 
measuring  price  of  78/2,  at  which  it 
closed  Aug.  7,  culminating  in  a  73/8 
price  touched  on  Oct.  17,  which,  co- 
incidentally,  was  the  low  day  for  the 
Dow  this  fall. 

According  to  the  theory  as  I  in- 
terpret it,  GM  bellwether  watchers 
must  wait  until  at  least  Feb.  17  for 
a  new  buy  signal.  (Of  absolutely  no 
relevance,  this  is  the  day  after  my 
47th  birthday.)  Bellwether  fans  seem 
to  have  trouble  both  with  the  four- 
month  w-ait  required  before  trend  re- 
versals can  be  called  genuine  and  with 
confusing  the  year's  highs  and  lows 
with  the  highs  and  lows  of  measuring 
periods.  A  close  inspection  of  the 
long-term  record  shows  that  the  bell- 
wether is  frequently  a  late  indicator 
of  oncoming  positive  trends.  But,  it 
seems  to  me  that  bellwether  adher- 
ents can  anticipate  an  all-clear  sig- 
nal being  given  about  two  months 
from  now,  market,  economic  and  psy- 
chological conditions  being  improved 
as  they  are  and  the  stock  a  long  way 
from  73.   ■ 


15  STOCKS  THAT  ARE 
OUR  CAPITAL  GAINS 
FAVORITES  FOR  1973 

Recently  we  recommended  to  subscribers  our  15  Favorite  Capital  Gains 
Stocks  for  1973. 

We  will  be  happy  to  send  you  this  list  when  you  mail  the  coupon  below. 
At  the  same  time,  you  will  receive  a  60  day  trial  to  Dow  Theory  Forecasts. 

$16  Value-Only  $1 

While  this  trial  is  a  $16  value  based  on  regular  subscription  rates,  all 
we  ask  is  $1  which  will  be  refunded  if  you  are  not  satisfied.  Just  return 
the  coupon  below. 

6  Stocks  To  Split  By  February  1 

You  will  also  receive  our  list  of  6  Stocks  to  Split  by  February  1.  Stock 
splitting  cuts  a  stock's  price  per  share  to  a  more  popular  buying  level. 
This  usually  attracts  more  investors.  Demand  for  the  stock  often  goes  up. 
And  often,  but  not  always,  so  do  prices  and  dividends. 

We've  compiled  a  list  containing  6  companies  that  have  publicly  an- 
nounced that  they  plan  stock  splits,  subject  to  stockholder  approval  if 
necessary,  by  exchanging  more  than  one  share  of  the  new  stock  for  one  of 
the  old  before  February  1,  1973. 

We'll  be  happy  to  send  you  a  list  of  "6  STOCKS  TO  SPLIT  BEFORE 
FEBRUARY  1"  when  you  mail  the  coupon  below. 

4  Stocks  Under  $25 

Finally,  as  a  bonus  for  your  returning  the  coupon  below  today,  we  will 
also  send  you,  as  a  part  of  this  offer,  our  list  of  4  Stocks  Under  $25  for 
long  term  accumulation. 

You  Get  All  This 

With  the  weekly  Stock  Market  Forecasts,  you  will  receive  such  valuable 
investor's  aids  as  (1)  Stock  Service  Digest— a  consensus  of  what  well- 
known  investment  Advisers  are  recommending;  (2)  Model  Stock  Portfolios; 
(3)  U.  S.  &  Overseas  Business  Comments;  (4)  Our  Master  List  of  Recom- 
mended Stocks;  (5)  Buy-Sell-Hold  advice  on  over  600  stocks  and  other  use- 
ful investment  information.  (No  salesman  will  call.)  New  subscribers  only. 
Subscription  cannot  be  assigned  without  your  consent. 


.MAIL  COUPON   TODAY. 


DOW  THEORY  FORECASTS,   INC.,   Dept.   F12-15-72 

p.  O.  Box  4550 

Grand  Central  Station 

New  York,  New  York  10017  □   Send  Airmail. 


25  cents  additional. 


NAME 


ADDRESS    

CITY STATE 


ZIP 


Baltimore.  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
seven  cents  a  share,  payable 
January  31,  1973,  to  stock- 
holders of  record,  Decem- 
ber 15,  1972. 

WILLIAM  F.  SPLIEDT 
Secretary  and  Treasurer 

November  22.  1972 


TEST 

FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  70 
years.  $6  tax-deductible  Trial  OflPer 
gives  you  all  this:  12  weekly  issues;  3 
monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-1215,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 
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GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 

William  Blair  &  Company 
For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 
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Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  IL  60603 
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WHICH  2 

NO-LOAD  FUNDS 

fno  broker  fee) 

ARE  RISING  SHARPLY? 
AGGRESSIVE  GROWTH 
FUNDS  REPORT^ 

AGFFt  dynamic  NO  LOAD  FUNDS 

continue  their  outstanding  performance 

Join  this  exciting  market  — 

Read  this  month's  AGFR  Report 

Mail  $1.  today! 
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Chas.  H.  Thomas,  Inc.  Dapt.  F-51-2 
P.O.  Box  667,  Los  Altos,  Calif.  94022 

Gentlemen   I  enclose  $1    Please  send 
current  AGFR  Report  (ncludmg: 
Most  Attractive  Funds  •  Supervised  List 
Exciting  New  Funds  •  Current  Ratings 
Buy/Sell  Recommendations 


Name. 
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AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by 

JOHN  W.  SCHULZ 

a  senior  Vice-President  of  this  firm 
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ABRAHAM  &CO."'c 

Members  New  York  Slock  Exchanee.  Inc. 

and  other  leading  CxchanxeJ 

120  Broadway,  New  York,  N   Y.  10005 


OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


Germany:  Caution  After  The  Election 
The  Case  For  VW 


Does  the  surprisingly  large  election 
victory  of  the  left-of-center  Social 
Democratic  government  of  Chancellor 
Willy  Brandt  affect  the  outlook  for 
the  German  stock  market?  Obviously 
it  does;  the  only  question  is  how.  Just 
exactly  what  did  the  election  outcome 
mean?  In  other  words,  we  know  who 
won  the  election,  but  ichat  won  it? 

In  his  bid  for  reelection,  Brandt 
put  his  achie\  ements  in  foreign  policy 
very  much  in  the  foreground.  He 
avoided  economics  as  much  as  possi- 
ble. In  turn,  the  opposition  parties 
focused  their  attacks  almost  entirely 
on  economic  issues— principally  in- 
flation. In  October,  inflation  had 
reached  6.4%  on  a  year-to-year  basis, 
the  highest  rate  of  the  last  20  years. 
The  fact  that  Brandt  won  despite  his 
dismal  record  on  inflation  means  that 
inflation  will  no  longer  be  the  over- 
riding issue  in  German  economic  poli- 
cy. That  much  is  clear;  but  the  much 
more  important  question  of  what  eco- 
nomic policies  the  government  will  im- 
plement remains  unanswered. 

It  is  difficult  to  as.sert  where  Brandt 
stands  economically.  However,  one 
cannot  overlook  the  fact  that  at  one 
point  (admittedly  quite  some  time 
ago)  he  was  a  convinced  socialist. 
One  also  cannot  oxerlook  the  fact  that 
much  of  the  Brandt  support  came 
from  the  radical  elements  within  his 
own  party.  The  real  question,  then,  is 
whether  Brandt  will  move  further  to 
the  left.  If  so,  could  he  be  ettectively 
checked  by  either  the  opposition  or 
his  coalition  partner?  Of  course,  the 
opposition  emerged  from  the  elections 
not  only  weakened  numerically,  but 
in  complete  disarray.  The  coalition 
partner,  the  Free  Democrats,  led  by 
Walter  Scheel,  gained  substantially  in 
the  election,  but  their  economic  pol- 
icies are  just  as  undefined  as  tho.se  of 
the  Social  Democrats. 

If  all  this  sounds  very  vague  and 
uncertain,  it  probably  portrays  the 
real  picture  quite  accurately.  Never- 
theless, I  consider  it  possible  to  pre- 
dict certain  elements  of  the  economic 
policies  that  will  emerge.  They  will 
include:  1)  tax  reform,  meaning  high- 
er taxes  for  corporations,  individuals 
in  high  brackets  and  estates;  2)  struc- 

Mr.    Oechsle    is   a    vice    president    of   Arnhold   and 
S.  Bleichroedet,  Inc.,  investment  bankers. 


tural  reform,  meaning  labor  unions 
will  be  given  more  voice  in  company 
management;  and  very  likely  3)  re- 
distribution of  income,  meaning  some 
sort  of  employee  participation  in  com- 
pany profits.  None  of  these  reforms 
is  yet  part  of  any  official  government 
program.  But  don't  forget  that  the 
new  Brandt  government  will  have 
four  years  to  implement  its  reforms. 

Overall,  these  are  not  the  types  of 
prospects  that  make  for  bull  markets; 
particularly  if  one  adds  the  more  im- 
mediate possibility  of  some  sort  of  pro- 
gram to  fight  inflation.  There  will  be 
some  eftort  made  to  live  up  to  the 
campaign  promises  that  inflation 
would  be  fought.  This  could  take  any 
number  of  forms,  but  the  most  obvious 
one  is  a  slower  expansion  of  the 
money  supply.  If  this  does  not  work, 
wage  and  price  controls  (with  em- 
phasis on  price  controls)  are  a  def- 
inite possibility. 

The  initial  reaction  of  the  stock 
market  to  the  outcome  of  the  elec- 
tion was  a  moderate  decline  of  about 
3%,  which  was  recouped  almost  im- 
mediately. \Nnierc  \\  ill  it  go  from  here? 

Well-Known  Uncertainties 

It  could  be  argued  that  all  the 
above  uncertainties  are  well-known 
and  are  fully  reflected  in  the  rela- 
tively low  \aluation  of  German  stocks 
generally.  I  do  not  subscribe  to  that 
theory,  but  xiew  the  market  with 
great  caution.  I  am  cautious  even 
though  the  overall  economy  is  in  the 
process  of  accelerating  its  rate  of  ex- 
pansion from  2%  to  4%,  and  possibly 
5%,  and  pretax  earnings  in  most  indus- 
tries arc  just  beginning  to  rise. 

I  am  not  predicting  doom  for  the 
German  economy,  stock  market  or 
even  capitalism.  What  I  am  saying 
is  that  the  case  for  investment  in  (k'r- 
many  has  been  weakened.  I  actually 
expect  the  Brandt  government  to  fol- 
low a  comse  nuich  closer  to  the  mid- 
dle ol  tlie  road  than  some  of  the  more 
radical  elements  in  his  party  are  hop- 
ing for.  But  there  is  the  risk  that  the 
radicals  might  win.  At  any  rate,  inves- 
tors might  come  to  fear  a  substantial 
move  to  the  left  and  this  would  be 
enough  to  make  for  a  disappointing 
stock  market. 

Why  bother  with  the  German  mar- 
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ket  in  this  environment  at  all?  There 
is  a  twofold  answer:  First,  everything 
has  a  price,  and  should  there  be  a 
substantial  market  decline  based  on 
unfounded  fears,  I  would  be  a  buyer 
rather  than  a  seller  of  German  stocks. 
Secondly,  individual  stocks  might  be 
available  at  bargain  prices. 

On  a  number  of  occasions,  I  have 
mentioned  Volkswagen  (ADRs  $51) 
in  this  column.  I  have  also  mentioned 
that  it  is  virtually  impossible  to  find 
a  major  stock  in  Germany  that  will 
go  against  the  predominant  market 
trend  or  simply  outperform  it.  I  think 
VW  will  be  one  of  these  rare  animals. 

Admittedly,  VW  is  a  turnaround 
situation,  and  admittedly  it  is  very  dif- 
ficult to  call  the  turn  in  turnaround 
situations.  However,  here  is  how  I 
see  it:  On  the  negative  side,  the  com- 
pany has  lost  market  share  in  Ger- 
many and  the  U.S.,  its  two  biggest 
markets.  Earnings  in  1971  dwindled 
to  practically  zero.  The  state  and  fed- 
eral governments  own  40%  of  the 
stock,  and  they  are  not  apt  to  stress 
the  profit  motive.  Also,  management 
has  undergone  some  shake-ups  and 
the  image  of  the  company  appears  to 
have  suffered. 

On  the  Up  Side 

On  the  plus  side,  the  sales  declines 
in  both  Germany  and  the  U.S.  have 
been  arrested.  The  new  management 
has  announced  policies  for  model 
changes  that  are  promising,  the  labor 
force  has  been  reduced  and  other 
costs  have  also  been  cut.  Most  im- 
portantly, even  though  sales  will  be 
down  in  1972  vs.  1971,  earnings  will 
be  up.  This  promises  good  things  for 
1973,  when  volume  will  be  up  and 
operational  leverage  will  be  effective. 
For  1974,  when  at  least  one  new  ma- 
jor model  will  be  on  the  market,  it 
could  mean  sensational  results. 

To  add  perspective  to  VW:  The 
company's  sales  are  running  at  nearly 
$6  billion  a  year.  The  total  market 
valuation  of  the  company's  stock  is 
$900  million,  and  there's  little  long- 
term  debt.  Investment  in  fixed  assets 
in  the  last  two  years  alone  totaled 
more  than  $1  billion.  The  net  profit 
margin  i§  infinitesimal  at  the  mo- 
ment, but  could  return  to  the  4%-5% 
level  in  a  good  year.  That  would 
mean  earnings  in  the  $15-$20  per- 
share  range  sometime  in  the  next 
three  to  four  years.  If  this  isn't  entic- 
ing enough,  there  is  a  "kicker"  in  the 
form  of  the  company's  interest  in  the 
Wankel  engine.  Through  a  subsidiary 
VW  is  the*  world's  major  licensor  of 
the  Wankel.  Moreover,  its  capitaliza- 
tion is  small  enough  so  that  a  real 
breakthrough  for  the  engine  would 
definitely  be  noticeable  in  VW's  per- 
share  earnings.   ■ 
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A  mutual  fund  is  a  Christmas  present  with  a  future.  And  a  Scudder 
no-load  fund  is  one  without  a  sales  charge.  The  full  amount  of  your  gift 
dollar  is  used  to  purchase  shares.  So  what  you  give  is  what  they  get.  We 
have  four  no-load  funds  with  different  investment  objectives  for  almost 
everybody  on  your  list.  From  your  maiden  aunt  to  your  long-haired  son. 
Send  us  the  coupon,  we'll  tell  you  about  our  funds.  Then  when  your 
family  tries  to  guess  what  they're  getting,  give  them  a  stock  answer. 


SCUDDER 

SCUDDER.  STEVENS  «.  CLARK  INVESTMENT  COUNSa 

Scudder  Fund  Distributors,  Inc. 

Dept.  55,10  Post  Office  Square,  Boston,  Mass.  02109 

Please  send  me  a  free  prospectus  for  the  following: 

□  Scudder,  Stevens  &  Clark  Balanced  Fund 

n  Scudder,  Stevens  &  Clark  Common  Stock  Fund 

□  Scudder  Special  Fund    □  Scudder  Development  Fund 

Name 


Address 
\      City. 


HeiCompliM 


Among  the  largest  companies  on 
your  client  list  (or  their  parent 
companies),  three  times  as  many 
corporate  officers  read  FORBES 
regularly  as  read  NEWSWEEK. 


Source:  Erdot  and  Morgan,  Inc.  8/71, 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDmc. 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Name 


Address. 
City 


.State. 


Zip  Code- 


DIVIDEND 


NOTICE 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty  cents  (60t)  a  share  on  the 
Common  Stock  of  this  Company, 
payable  Dec.  20,  1972,  to  share- 
holders of  record  Dec.  7,  1972. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 

November  21,  1972 
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READERS  SAY 


(Continued  from  page  12) 

tion  by  taxing  gasoline  and  petroleum 
products  to  the  point  where  people  will 
find  ways  to  use  less. 

—Charles  L.  Larson 
Sunnyvale,  Calif. 

Sir:  Re  the  story  calling  coal  the  first 
casualty  of  environmentalism  (Nov.  15). 
Maybe  the  coal  industry  should  hire 
some  of  those  positive-minded  scientists 
who  are  unemployed  because  the  space 
program  can't  afford  them. 

—Elizabeth  Brockman 
St.  Petersburg,  Fla. 

Bonnie  and  Bob? 

Sir:  I  never  expected  to  acquire  noto- 
riety as  a  bank  robber  when  I  started  my 
industrial  career  {Nov.  15)\ 

—Robert  G.  Wingerter 

President, 

Libbey-Owens-Ford 

Toledo,  Ohio 

l^rong  End 

Sir:  Your  editorial,  "How  To  Put  A 
Near-End  To  Skyjacking"  {Dec.  1), 
might  more  aptly  be  entitled,  "How  To 
Put  An  End  To  Commercial  Aviation." 
.  .  .  Most  skyjacking  starts  after  the  plane 
is  in  flight,  so  blocking  a  plane  on  the 
ground  would  accomplish  nothing. 

—R.N.  Knauf 
Forest  Junction,  Wis. 

One  Up  on  A  P 

Sir:  In  an  editorial  {Nov.  1-5),  the 
Associated  Press  was  given  credit  for 
making  it  possible  for  newspapers  which 
daily  published  stock  prices  to  also  in- 
clude the  price/earnings  ratio.  The  AP 
was  not  first  in  distribution  of  the  "new" 
daily  tables.  The  AP  started  on  Oct.  2, 
1972.  We  started  on  Sept.  29,  1972. 

— MiMS  THOMASON 

Chairman  of  the  Board, 

United  Press  International 

New  York,  N.Y. 

Canada,  Too 

Sir:  Your  article  on  Lord  Nether- 
thorpe  of  Anston  (Not;.  15)  states  that 
the  antiasthma  drug  Intal  cannot  yet  be 
sold  in  Canada.  Intal  has  been  marketed 
in  Canada  since  May  1970. 

—C.  Miller 

Manager, 

Pharma.ceutical  Division 

Fisoiis  Ltd. 

Don  Mills,  Ontario 

Canada 

On  Raincoafs  and  Football 

Sir:  Re  your  editorial  on  the  efficiency 
of  raincoats  (Nov.  15).  Why  sit  in  a 
wet  football  stadium? 

—T.J.  Anderson 
Scotch  Plains,  N.J. 
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Spend 
afew 

uncomfortable 

moments 
with  your 
doctor  on 
your  40th 
birthday 

It's  a  heck  of  a  way  to 
spend  your  birthday: 
having  a  proctoscope 
examination.  It  can  be  a 
Uttle  uncomfortable.  And 
a  Httle  embarrassing. 

But  the  procto  is  the 
best  way  your  doctor  has 
of  looking  at  your  insides. 
And  if  you're  40  or  over, 
it's  as  important  to  exam- 
ine your  colon  and  rectum 
as  it  is  to  examine  your 
heart  and  lungs. 

The  proctoscope  will 
reveal  anything  suspicious. 
And  the  sooner  it's  spotted, 
the  better  the  chances  are 
for  correcting  it. 

On  your  next  birthday, 
get  yourself  a  procto  exam. 

Don't  be  afraid.  It's 
what  you  don't  know  that 
can  hurt  you. 

and  on 
your  41st 
&42nd 
and  so  on 

ever  arter 

1  AMERICAN 
.CANCER 
iSOCIETY 

THIS  SPACE  CONTRiaUTEO  BV  THE  PUBUSHCN 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Every  being  must  desire  happiness 
for   himself.  —Richard   Price 


To  be  happy  you  must  forget  your- 
self. Learn  benevolence. 

—Edward  Bulwer-Lytton 


I  wish  you  all  the  joy  that  you  can 
<  wish.  —Shakespeare 


Do  not  anxiously  hope  for  what  is 
not  yet  to  come;  do  not  vainly  regret 
what  is  already  past. 

—Chinese  Proverb 


Real  success  is  not  on  the  stage, 
but  off  the  stage  as  a  human  being, 
and  how  you  get  along  with  your 
fellow  men.  —Sammy  Davis  Jr. 


We  have  no  more  right  to  consume 
happiness  without  producing  it  than 
to  consume  wealth  without  producing 
it.  —George  Bernard  Shaw 


One  golden  day  redeems  a  weary 
year.  — Celia  Thaxter 


Meanness  is  incurable;  it  cannot 
be  cured  by  old  age,  or  by  anything 
else.  —Aristotle 


To  make  sacrifices  in  big  things  is 
easy,  but  to  make  sacrifices  in  little 
things  is  what  we  are  seldom  capable 
of.  —Goethe 


None  of  us  has  an  identity  except 
as  part  of  our  families,  our  friends, 
our  society,  our  faith,  our  world. 
Connection  with  others  validates  our 
lives.  —Harold  Clubman 


I  had  rather  never  receive  a  kind- 
ness than  never  bestow  one. 

—Seneca 


Be    charitable     and     indulgent     to 
everyone  but  yourself. 

—Joseph  Joubert 


Those  who  are  not  looking  for  hap- 
piness are  the  most  likely  to  find  it, 
because  those  who  are  searching  for- 
get that  the  surest  way  to  be  happy 
is  to  seek  happiness  for  others. 

—Martin  Luther  King  Jr. 


Generosity  is  giving  more  than  you 
can;  pride  is  taking  less  than  you 
need.  — Kahlil  Gibran 


B.  C.  FORBES 

What  makes  the  Christmas 
season  full  of  joij?  What  makes 
everyone  so  pleasant  and  char- 
itable and  considerate  at  this 
season  of  the  year?  Good  will. 
We  radiate  good  tvill  at  Christ- 
mas. We  want  to  show  little 
kindnesses  for  others.  We  think 
less  about  making-  ourselves 
happy  than  making  others  hap- 
py, particularly  the  little  folks. 
We  feel  unselfish.  We  are 
thoughtful.  We  come  nearer 
obeying  the  commandment: 
"Thou  shalt  love  thy  neigh- 
bor as  thyself." 


They   who    give   have    all    things; 
they  who  withhold  have  nothing. 

-Hindu  Proverb 


Two  can  give  as  cheap  as  one. 

—Arnold  Glasow 


The  love  of  our  neighbor  hath   its 
bounds  in  each  man's  love  of  hini.seU. 

—St.  Augustine 


Anyone  who  starts  out  to  chase 
happiness  will  find  it  running  away 
from  him.  We  get  happiness  by  in- 
direction. 

—Harry  Emerson  Fosdick 


Examples  are  few  of  men  ruined 
by  giving.  Men  are  heroes  in  spend- 
ing, cravens  in  what  they  give. 

—Christian  Bovee 


You  need  more  lad  in  the  dan- 
gerous art  of  giving  presents  than  in 
any  other  social  action. 

—William  Bolitho 


Christmas  comes  but  once  a  year, 
and  that's  often  enough. 

-William  Feather 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  .subject,  arc 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  Netv  York  Stale,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text 


Sent  in  by  Mrs.  Marshall  Fcarn, 
South  San  Fianciscxj,  Calif.  What'.s 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  prcsentefl  to 
senders  of  texts  used. 


The  Lord  bless  thee,  and  keep  thee: 
The  Lord  make  his  face  .shine  upon 
thee,  and  be  gracious  unto  Ihcc:  The 
Lord  lift  up  his  countenance  upon 
thee,  and  give  thee  peace. 

-Numbers  7:24,  25,  26 
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